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MONDAY,  APRIL  23,  1956 

United  States  Senate, 

Committee  on  Banking  and  Currency, 
Subcommittee  on  Production  and  Stabiitzation, 

W ashing  ton,  D.  G. 

The  subcommittee  met,  pursuant  to  notice,  in  room  301,  Senate 
Office  Building,  at  10 :  05  a.  m..  Senator  J.  Allen  Frear,  Jr.  (chairman 
of  the  subcommittee)  presiding. 

Present:  Senators  Frear,  Capehart,  and  Bush. 

Also  present :  Senator  Bennett. 

Senator  Frear.  The  subcommittee  will  come  to  order. 

The  Defense  Production  Act  of  1950  expires  June  30,  1956.  The 
Director  of  the  Office  of  Defense  Mobilization,  Dr.  Flemming,  has 
requested  a  2-year  extension  of  the  act.  S.  3407  was  introduced  to 
meet  this  request.  The  Defense  Production  Act  contains  authority 
for  allocations  and  priorities.  It  also  contains  in  title  III  authority 
to  provide  financial  assistance  to  increase  production. 

(S.  3407  follows:) 

[S.  3407,  84tli  Cong.,  2d  sess.] 

A  BILL  To  extend  the  Defense  Production  Act  of  1950,  as  amended,  and  for  other  purijoses 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assemhled,  That  the  first  sentence  of  subsection  (a)  of 
section  717  of  the  Defense  Production  Act  of  1950,  as  amended,  is  hereby  amended 
by  striking  out  “.June  30,  1956”  and  inserting  in  lieu  thereof  “June  30,  1958”. 

Sec.  2.  Subsection  (b)  of  section  303  of  the  Defense  Production  Act  of  1950, 
as  amended,  is  hereby  amended  by  striking  out  “June  30,  1963”  and  inserting 
in  lieu  thereof  “June  30,  1965”. 

Senator  Frear.  The  chairman  of  the  subcommittee  is  always  happy 
to  be  in  the  presence  of  the  Senator  from  Utah.  It  is  unusual  to 
have  the  Senator  from  Delaware  on  one  side  of  the  rostrum  and  the 
Senator  from  Utah  on  the  other,  but  certainly  all  of  the  courtesies 
that  could  be  extended  from  this  side  of  the  bench  are  yours  this 
morning,  Senator  Bennett.  We  are  might}^  happy  that  you  have  an 
interest  in  this  bill.  We  shall  look  forward  with  interest  to  your 
testimony,  sir. 

STATEMENT  OF  WALLACE  F.  BENNETT,  A  UNITED  STATES  SENATOR 

FROM  THE  STATE  OF  UTAH 

Senator  Bennett.  Mr.  Chairman,  having  been  sitting  on  that  plat¬ 
form  many  times  and  watched  witnesses  at  this  table,  I  think  it 
is  an  experience  to  change  seats  and  be  talking  up  instead  of  down, 
for  a  change.  I  have  a  statement  here  that  will  take  about  5  or  6 
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minutes  to  read,  and  then  I  should  like  to  present  an  amendment  for 
the  consideration  of  the  subcommittee. 

Senator  Freak.  Very  well. 

Senator  Bennett.  Mr.  Chairman,  as  we  consider  extending  the 
Defense  Production  Act  for  another  2  years  it  seems  to  me  we  should 
give  special  attention  to  one  of  the  major  problems  facing  our  mobil¬ 
ization  effort.  I  refer  to  the  problem  of  industrial  dispersal.  Indus¬ 
trial  dispersal  is  essential  to  the  protection  of  our  mobilization  base 
with  Avhich  this  act  primarily  is  concerned. 

For  some  time  now  we  have  had  a  national  policy  of  industrial 
dispersal.  Considering  the  problems  inherent  in  any  such  program, 
not  the  least  of  which  has  been  public  apathy,  I  think  it  has  gone 
pretty  well.  I  do  not  feel,  however,  that  the  time  has  come  for 
Congress  to  make  a  declaration  of  policy  in  connection  with  indus¬ 
trial  dispersal,  and  I  am  submitting  for  the  committee’s  considera¬ 
tion  an  amendment  to  the  Defense  Production  Act  for  that  purpose. 

The  amendment,  if  adopted,  would  become  a  part  of  the  declara¬ 
tion  of  policy  of  the  Defense  Production  Act  and  would  be  aimed  at 
protecting  the  mobilization  base,  which  is  the  heart  and  soul  of  the 
act.  The  amendment  would  not  require  existing  facilitie.s  to  be  dis¬ 
persed.  It  woidd  require  all  executive  agencies  and  departments  to 
apply,  to  the  greatest  practicable  extent,  the  principle  of  dispersion  in 
locating  all  new  industrial  facilities  in  which  the  Government  i-en- 
ders  financial  assistance.  This  means  that  while  we  recognize  the 
impracticability  and  undesirability  of  dislocating  existing  industry, 
we  do  not  intend  to  use  Federal  money  to  aid  in  the  construction  of 
new  industrial  facilities  which,  when  placed  near  existing  indastry, 
seriously  add  to  our  vulnerability  to  enemy  attack. 

As  an  indication  of  what  might  happen  to  this  Nation  in  case  of 
attack,  here  are  some  interesting  facts : 

Sixty  percent  of  America's  industrial  production  lies  in  a  heart¬ 
land  running  from  Illinois  to  lower  New  England.  With  the  fallout 
problem  being  what  it  is,  this  entire  area  could  be  blanketed  with  de¬ 
struction.  Similarly,  45  percent  of  this  Nation’s  industry  is  within 
range  of  submarine-launched  missiles.  Further,  77  percent  of  the 
Nation’s  total  coke  capacity,  82  percent  of  our  iron  capacity,  73  per¬ 
cent  of  our  ingot  capacity,  are  contained  within  Id  districts.  One 
H-bomb  exploded  near  the  center  of  each  district  would  severely 
damage  these  vital  capacities.  Only  two  of  these  Il-bombs  would  be 
i-equired  to  take  out  one-third  of  the  Nation’s  total  steehnaking  ca¬ 
pacity.  Four  H-bombs  could  de.stroy  more  than  40  percent  of  our 
petroleum  refining  capacity,  and  46  percent  of  our  petroleum  chem¬ 
istry  plants.  In  the  Great  Lakes  region,  for  example,  are  to  be  found 
47  percent  of  the  Nation’s  electrical  machinerv^  manufacturing  and 
40  percent  of  the  nonelectrical  machinery"  production.  Saturation 
nuclear  bombing  of  this  area  could  prove  disastrous  for  dependent 
industries. 

Examples  might  be  multiplied.  I  realize,  of  course,  that  there  are 
practical  limits  on  dispersal.  My  concern  is,  however,  that  we  do 
all  we  can.  Certainly,  a  minimum  contribution  to  dispei’sal  would 
be  to  steer  new  critical  facilities  in  which  the  Government  has  a 
financial  interest  into  areas  where  we  would  not  be  pyramiding  vital 
industries. 
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It  should  be  noted  at  this  point  that  iny  amendment  as  presently 
worded  would  not  disrupt  existing  laws  which  govern  procurement 
policies  such  as  those  dealing  with  small  business. 

I  believe  these  are  adequate  safeguards  which  when  applied  still 
leave  ample  opportunity  for  the  program  of  industrial  dispersal  to 
be  effectively  implemented. 

While  it  is  true  that  the  executive  has  a  program  of  industrial 
dispersal,  I  believe  Congress  should  share  in  this  program  by  affirma¬ 
tively  stating  its  policy  with  regard  to  industrial  dispersal.  Our 
failure  to  do  so  in  the  past  has,  in  my  opinion,  reduced  the  effective¬ 
ness  of  the  executive’s  efforts  in  this  regard. 

If  we  are  subjected  to  atomic  attack,  the  retaliatoi'y  and  recupera¬ 
tive  powers  of  our  people  and  industry  will  be  of  prime  importance. 
I  need  not  recite  to  the  committee  the  remarkable  technological  ad¬ 
vances  being  made  by  the  Soviet  Union — or  at  least  which  they  claim 
they  are  making — but  they  serve  to  underline  with  unparalleled  ur¬ 
gency  the  problem  of  defense.  Dispersal  is  only  a  part  of  the  answer 
to  this  challenge,  but  it  is  an  integral  part.  I  believe  our  defense  and 
mobilization  program  would  be  greatly  strengthened  by  adopting 
this  amendment  and  hope  my  colleagues  will  support  this  proposal. 

Now,  Mr.  Chairman,  I  should  like  to  submit  the  amendment  at 
this  point,  which  is  to  be  inserted  at  the  end  of  the  present  statement 
of  policy  after  line  10  on  page  1  of  this  blue-covered  booklet  contain¬ 
ing  the  existing  act.  There  is  a  statement  of  policy  in  black  type  at 
that  point. 

Senator  Freak.  Yes. 

Senator  Bennett.  This  amendment  would  follow  at  the  end  of  that, 
to  suggest  the  importance  of  the  program  I  have  tried  to  outline  as 
part  of  the  basic  Defense  Act  policy. 

Senator  Frear.  Did  you  present  a  copy  of  your  proposed  amend¬ 
ment  ? 

Senator  Bennett.  I  have  the  amendment  here. 

Senator  Frear.  The  reporter  has  a  copy? 

Senator  Bennett.  The  reporter  has  it. 

Senator  Frear.  Without  objection,  it  will  be  made  a  part  of  the 
record  at  this  point. 

(The  document  referred  to  follows :) 

[S.  3407,  84th  Cong.,  2d  seas.] 

AMENDMENT  Intended  to  be  proposed  by  Mr.  Bennett  to  the  bill  (S.  3407) 

to  extend  the  Defense  Production  Act  of  1950,  as  amended,  and  for  other 

purposes,  viz :  On  page  1,  after  line  10,  insert  the  following  new  section : 

Sec.  3.  Section  2  of  such  Act  is  hereby  amended  by  inserting  at  the  end  thereof 
the  following  new  paragraph ; 

“In  order  to  insure  productive  capacity  in  the  event  of  such  an  attack  on  the 
United  States,  it  is  the  policy  of  the  Congress  to  promote  the  geographical  dis¬ 
persal  of  the  industrial  facilities  of  the  United  States  in  the  interest  of  the 
national  defense,  and  to  discoiirage  the  concentration  of  such  productive  facilities 
within  limited  geographical  areas  which  are  vulnerable  to  attack  by  an  enemy 
of  the  United  States.  In  the  construction  of  any  Government-owned  industrial 
facilities,  in  the  rendition  of  any  Government  financial  assistance  for  the  con¬ 
struction,  expansion,  or  improvement  of  any  industrial  facilities,  and  in  the 
procurement  of  goods  and  services,  under  this  or  any  other  act,  each  depart¬ 
ment  and  agency  of  the  Executive  Branch  shall,  under  the  coordination  of  the 
Ofliice  of  Defense  Mobilization,  apply  to  the  greatest  practicable  extent  con¬ 
sistent  with  existing  law,  the  principle  of  the  geographical  dispersal  of  such 
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facilities  in  the  interest  of  national  defense.  Nothing:  contained  in  this  para¬ 
graph  shall  preclude  the  use  of  exi.sting  industrial  facilities.” 

Senator  Frear.  Would  your  amendment  call  for  moving  existing 
plants'  and  industries  from  tlieir  present  location,  Senator? 

Senator  Bennett.  No. 

Senator  Frear.  I  would  apply  primarily  to  new  construction  and 
new  facilities  ? 

Senator  Bennett.  New  facilities  in  which  Federal  money  and  Fed¬ 
eral  assistance  is  involved.  Tt  would  require  the  agencies  setting  up 
new  facilities  with  the  aid  of  Federal  funds  to  take  their  vulnerahility 
into  consideration  and,  if  necessary,  locate  them  outside  of  existing 
concentrations. 

Senator  Frear.  Senator,  I  do  not  know  if  you  have  read  the  hearings 
before  the  Joint  Committee  on  Defense  Production  on  April  11,  Dr. 
Flemmings’  testimony  before  that  committee  ? 

Senator  Bennett.  No,  I  have  not. 

Senator  Frear.  I  am  sure  you  will  find  it  quite  interesting,  especial¬ 
ly  the  testimony  that  appears  on  page  58  and  thereafter.  Since  Dr. 
Flemming  will  be  the  next  witness  1  have  no  doubt  that  his  views  will 
be  brought  out.  I  think  he  will  go  along  as  far  as  he  can  with  your 
suggestion.  At  least  he  will  give  us  the  advantage  of  his  thoughts 
on  it. 

Senator  Bennett.  Mr.  Chairman,  the  reason  I  asked  to  be  put  on 
ahead  of  Dr.  Flemming  was  that  he  might  have  my  statement  before 
him  when  he  testified  and  when  you  questioned  him.  That  is  all,  Mr. 
Chaii-man. 

Senator  F rear.  Thank  you. 

I  am  sorry  Senator  Bush  has  not  arrived  as  yet,  Senator  Bennett, 
but  knowing  that  you  sit  rather  close  together  iu  the  committee,  he 
can  he  brought  up  to  date  on  it  when  he  arrives. 

Senator  Bennett.  That  is  right. 

Senator  Frear.  Will  you  stay  with  us  as  long  as  you  cau,  before 
going  to  your  next  committee  ? 

Senator  Bennett.  I  would  like  to  stay  here  for  a  little  while 
unofficially. 

Senator  Frear.  Dr.  Flemming. 

Dr.  Flemming  is  the  Director  of  the  Office  of  Defense  Mobilization 
and  has  kindly  consented  this  moi-ning  to  permit  the  Senator  from 
Utah  to  present  his  testimony  first.  Doctor,  we  are  always  happy  to 
have  you  before  this  committee  and  to  hear  an  expression  of  your 
views  and  ojiinions'.  We  are  greatly  encouraged  by  the  work  that  you 
are  doing  and  we  are  also  interested,  to  the  extent  even  at  times  of  dis¬ 
agreement,  in  being  educated  and  learning  of  this  very  important 
lu'ohlem.  So  we  are  mighty  hapi)y  to  have  you  here.  Dr.  Flemming. 

STATEMENT  OF  DR.  ARTHUR  S.  FLEMMING,  DIRECTOR,  ACCOM¬ 
PANIED  BY  CHARLES  H.  KENDALL,  GENERAL  COUNSEL,  OFFICE 
OF  DEFENSE  MOBILIZATION 

Dr.  FLEArAiiNO.  Thank  you,  Mr.  Chairman.  I  am  very  happy  to 
have  the  opportunity  of  appearing  before  the  committee  in  support  of 
the  President’s  request  for  a  2-year  extension  of  the  Defense  Produc¬ 
tion  Act. 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


5 


Senator  Fkear.  Dr.  Flemniing,  I  have  not  read  your  testimony  as  it 
has  been  drawn  up  in  advance,  hut  would  you  also  care  to  comment 
on  S.  2879,  Senator  Bennett's  bill,  as  well  as  S.  3407,  at  the  proper 
time? 

Dr.  Feemming.  Mr.  Chairman,  I  think  right  at  this  point  following 
Senator  Bennett's  presentation  I  would  like  to  say  this:  In  Senator 
Bennett’s  statement  there  is  included  this  paragraph : 

While  it  is  true  that  the  Executive  has  a  program  of  inclustrial  di.spersal,  I 
believe  Congress  should  share  in  this  program  hy  affirmatively  stating  its  policy 
with  regard  to  industrial  disi>ersal.  Our  failure  to  do  so  in  the  past  has,  in  my 
opinion,  reduced  the  effectiveness  of  the  Executive’s  efforts  in  this  regard. 

I  would  like  to  say  that  I  support  enthusiastically  the  point  of  view 
expressed  by  Senator  Bennett  in  that  particular  paragraph.  I  feel 
that  the  amendment  he  has  ]3roposed  to  the  Defense  Production  Act 
would  accomplish  the  objective  that  he  has  set  forth  so  effectively  in 
that  paragraph. 

Senator  Fre.vr.  And  you  support  that  objective  ? 

1  )r.  F LEIMMING.  I  do. 

]\Ir.  Chairman,  I  have  had  the  feeling  for  a  considerable  period  of 
time  that  if  we  are  going  to  make  substantial  and  intelligent  progress 
in  dealing  with  this  vex'v  important  problem,  that  it  is  necessary  for 
the  executive  branch  and  the  legislative  branch  to  work  as  partners 
in  connection  with  it.  I  feel  that  if  through  the  medium  of  this 
amendment  that  Senator  Bennett  has  proposed  the  elected  representa¬ 
tives  of  the  people  express  their  own  convictions  relative  to  the  im^ior- 
tance  of  this  problem,  it  will  make  whatever  work  we  do  in  that  par¬ 
ticular  area  much  more  effective  than  would  otherwise  be  the  case. 

Senator  Freak.  You  are  in  close  cooperation  with  the  executive 
departments  and  I  assume  your  enthusiastic  support  is  also  shared  by 
the  executive  branch. 

Dr.  Feemming.  I  assume,  Mr.  Chairman,  in  that  particular  instance 
I  am  reflecting  the  point  of  view  of  other  departments  in  the  executive 
branch  that  are  concerned  with  this  problem.  I  assume  that  because 
it  is  a  matter  that  we  have  discussed  quite  often. 

As  Senator  Bennett  knows,  in  hearings  before  a  subcommittee  of 
the  Senate  Armed  Services  Committee  a  little  over  a  year  ago,  I  out¬ 
lined  a  procedure  designed  to  achieve  a  similar  objective.  Actually 
I  would  like  this  proposal  better  than  my  proposal  because  I  think 
it  would  accomplish  the  objective  much  more  rapidly,  namely,  the 
objective  of  putting  the  Congress  back  of  this  particular  program; 
so  I  am  very  much  for  it. 

Senator  Frear.  Thank  you. 

Dr.  Feemming.  I  would  be  very  glad  to  respond  to  any  additional 
questions  that  either  you  or  Senator  Bennett  might  have  on  that, 
before  I  proceed  with  the  main  body  of  my  testimony. 

Senator  Frear.  Senator  Bennett  is  now  on  the  other  side  of  the 
rostrum  here.  Certainly  the  courtesy  is  extended  to  him  to  ask  Dr. 
Flemming  any  questions  he  desires. 

Senator  Bennett.  Thank  you,  Mr.  Chairman. 

Dr.  Flemming,  is  there  any  real  administrative  block  to  the  oper¬ 
ation  of  the  dispersal  program?  Need  there  be  any? 

Dr.  Feemming.  No.  I  think  the  answer  to  that  is  no.  I  do  not 
think  of  any,  as  far  as  operations  within  the  executive  branch  are 
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concerned.  My  feeling  nil  tlie  way  along,  as^  you  know,  has  been 
that  if  we  are  to  make  progress  in  this  direction  it  will  be  because 
of  a  growing  realization  on  the  part  of  the  people  of  the  country, 
particularly  the  leaders  in  the  field  of  business  and  industry,  who  have 
responsibility  for  making  decisions  as  to  where  plants  are  to  be  located, 
that  this  is  a  serious  problem  and  one  which  we  should  come  to  grips 
with  in  an  intelligent  way.  I  like  very  much  the  tenor  of  yom- 
statement  because  its  emphasis  is  on  new  construction,  and  I  think 
that  is  the  only  practical  way  of  approaching  it.  Also  1  like  it  be¬ 
cause  it  emphasizes  the  fact  that  another  objective  Ave  have  to  keep 
in  mind  is  an  etfectively  functioning  urban  economy.  In  other  words, 
we  cannot  be  dogmatic  about  this  and  move  in  and  disrupt  our 
urban  economy  in  order  to  achieve  the  objective  of  dispersal.  But 
I  have  felt  if  the  objective  is  kept  in  mind  by  those  Avho  have  responsi¬ 
bility  in  and  out  of  Government  for  either  locating  or  influencing  the 
location  of  new  plants,  and  is  given  real  weight,  that  of  necessity  we 
would  get  more  and  more  decisions  which  would  be  in  harmony  with 
a  policy  or  a  program  of  dis])ersal. 

The  more  progress  Ave  make  in  that  direction,  the  more  effective  a 
deterrent  it  becomes.  I  like  to  look  at  it  that  Avay. 

Senator  Bennett.  It  is  also  a  type  of  insurance,  because  assuming 
the  terrible  catastrophe  that  might  come  in  the  event  of  a  sneak 
nuclear  attack  that  might  knock  out  some  of  the  vital  centers  at  pres¬ 
ent,  Ave  have  got  to  be  able  to  ]Aick  up  the  production  program,  not 
only  for  retaliation,  but  in  ordei-  to  maintain  ourselves. 

lir.  Flemming.  That  is  right. 

Senator  Bennett.  In  the  face  of  that  kind  of  a  situation. 

Dr.  Fleaiming.  That  is  right.  And  I  feel  the  more  we  do  along 
that  particular  line,  the  more  effective  a  deterrent  we  have  to  the 
possibility  of  that  kind  of  an  attack.  Of  course,  this  policy  and  the 
objective  that  you  have  in  mind  is  reflected  in  the  new — I  think  it  is 
referred  to  as  the  industrial  mobilization  policy  of  the  Air  Force,  the 
one  that  issued  some  months  ago — a  policy  Avhich  I  personally  feel  is 
in  complete  harmony  Avith  all  of  the  objectives  Ave  are  keeping  in  mind 
in  the  defense  mobilization  field,  and  a  policy  which  it  seems  to  me 
makes  very  good  sense.  That  policy,  as  I  read  it,  is  in  complete 
harmony  with  the  proposed  amendment  to  the  Defense  Production 
Act  which  you  have  suggested  here  this  morning. 

Senator  Bennett.  Dr.  Flemming,  Avhen  you  and  I  talked  about  dis¬ 
persal — and  I  am  trying  to  reach  into  your  mind  to  see  if  your  in¬ 
terpretation  of  the  idea  is  the  same  as  mine — Ave  are  not  talking  about 
moving  10  miles  or  20  miles  outside  of  the  city  limits  of  a  present 
industrial  center;  we  are  talking  about  getting  new  facilities  into 
areas  sufficiently  distant  so  that  they  would  not  be  hit  by  the  same 
bomb  or  the  same  type  of  area  bombing.  Am  I  correct  in  that? 

Dr.  Flemming.  That  is  certainly  in  many  instances  the  desirable 
objective  to  be  achieved,  particularly  as  far  as  certain  types  of  facili¬ 
ties  are  concerned.  Again  that  is  just  exactly,  as  I  understand  it, 
what  the  Department  of  the  Air  Force  had  in  mind  in  connection 
with  the  air  policy.  For  example,  they  talked  about  the  desirability 
of  avoiding  concentrated  production  of  all  of  their  facilities  in  one 
location.  They  would  like  to  have  at  least  two  sources  of  supply, 
and  at  least  one  of  those  sources  of  supply  should  be  dispersed. 
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When  they  talk  about  dispersal  they  do  talk  about  getting  far 
enough  away  so  we  have  a  reasonable  chance  of  continuing  produc¬ 
tion  if  there  should  be  an  attack. 

I  think,  Senator  Bennett  and  Mr.  Chairman,  it  might  be  desirable 
for  me  at  this  point  just  to  refer  to  portions  of  the  dispersal  policy 
that  I  issued  as  Director  of  the  Office  of  Defense  Mobilization  on 
January  11  of  this  year,  and  possibly  insert  the  entire  policy  in  the 
record  at  this  point,  if  that  is  agreeable. 

Senator  Freak.  I  think  it  would  probably  be  an  answer  to  the 
question  if  we  have  it  inserted  now. 

Dr.  Flemming.  Yes. 

Senator  Freak.  Without  objection,  that  will  be  done. 

(The  document  referred  to  follows: ) 

I-Gen-DMO-19 
January  11,  1956. 

Executive  Office  of  the  President,  Office  of  Defense  Mobilization 
DEFENSE  mobilization  ORDEB-I-19 

Subject :  Dispersion  and  protective  construction — policy,  criteria,  responsibili¬ 
ties. 

By  virtue  of  tbe  authority  vested  in  me  pursuant  to  the  National  Security  Act 
of  1947,  as  amended ;  Reorganization  Plan  No.  3,  elfective  June  12,  1953 ;  and 
the  Defense  Production  Act  of  1950,  as  amended ;  the  following  policy,  criteria, 
and  assignment  of  responsibilities  for  dispersion  and  protective  construction 
are  promulgated ; 

1.  Policy. — It  is  the  policy  of  the  United  States  to  encourage  and,  when  appro¬ 
priate,  to  require  that  new  facilities  and  major  expansions  of  existing  facilities 
important  to  national  security  be  located,  insofar  as  practicable,  so  as  to  reduce 
the  risk  of  damage  in  the  event  of  attack ;  and  to  encourage  and,  when  appro¬ 
priate,  require  the  incorporation  of  protective  construction  features  in  new  and 
existing  facilities  to  provide  resistance  to  weapons  effects  suitable  to  the  locations 
of  said  facilities. 

2.  Criteria. — 

a.  The  distance  of  a  facility  from  the  probable  area  of  destruction  is  the  con¬ 
trolling  factor  in  reducing  the  risk  of  attack  damage  to  such  facility.  In  de¬ 
termining  the  appropriate  di.stance  consideration  will  be  given  to  all  relevant 
factors,  including: 

(1)  The  most  likely  objects  or  targets  of  enemy  attack,  such  as  certain 
military,  industrial,  population,  and  governmental  concentrations. 

(2)  The  size  of  such  targets. 

(3)  The  destructive  power  of  a  large  yield  weapon  or  weapons  suitable 
to  the  particular  target. 

(4)  The  gradation  of  pressures  and  thermal  radiation  at  various  distances 
from  an  assumed  point  of  detonation. 

(5)  The  characteristics  of  the  proposed  facility,  including  underground 
and  built-in  protective  construction  features,  with  respect  to  its  resistance 
to  nuclear,  chemical,  and  unconventional  w’eapons. 

(6)  The  degree  of  damage  which  a  facility  could  sustain  and  still  remain 
operable. 

(7)  The  ground  environment  or  natural  barriers  which  might  provide 
added  protection  to  the  facility. 

(8)  The  economic,  operational,  and  administrative  requirements  in  carry 
ing  out  the  function  for  which  the  facility  is  to  be  provided. 

b.  While  no  single  distance  standard  and  no  single  set  of  protective  construc¬ 
tion  specifications  against  nuclear,  chemical,  and  unconventional  weapons  are 
feasible  for  all  situations,  the  above  factors  will  be  applied  so  as  to  achieve  the 
most  protection  practicable  for  a  specific  situation. 

3.  Responsibilities. — 

a.  All  departments  and  agencies  of  the  executive  branch  of  the  Federal  Gov¬ 
ernment  are  responsible  for  adherence  to  the  policy  and  criteria  herein  set  forth 
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with  respect  to  programs  under  their  control.  Without  limitation,  specific  refer¬ 
ence  is  made  to  the  following : 

(1)  A.11  agencies:  (a)  Programs  for  minimizing  the  vulnerability  of  the 
mobilization  base  (DMO-I-4,  par.  17)  ;  (6)  consideration  of  dispersed  loca¬ 
tion  and  protective  construction  in  the  review  of  application  for  tax  amor¬ 
tization  (DMO-III-1,  pars.  4  and  5;  DMO-VI-4)  ;  (c)  application  of  dis¬ 
persion  standards  to  facilities  of  the  executive  l>ranch.  in  accordance  with 
policy  and  standards  issued  by  Director,  Office  of  Defense  Mobilization. 

(2)  Department  of  Defense:  Programs  for  maximum  use  of  dispersed 
plants,  and  development  of  standards  for  strategic  locations  and  physical 
securit.v  (DMO-I-12,  par.  2,  g,  h,  and  o) . 

(.3)  Department  of  the  Interior:  Programs  for  continuity  of  production 
of  certain  assigned  industries  ( DMO-I-13,  par.  2,  j ) . 

(4)  Department  of  Agriculture:  Programs  for  operation  of  vital  food  fa¬ 
cilities  (DMO-I-0.  par.  2.  h). 

(5)  Department  of  Commerce:  Programs  for  dispersion  and  continuity  of 
production  (DMO-I-S,  jiar.  2.  g,  and  h). 

(G)  PVderal  Civil  Defense  Administration:  Development  and  coordination 
of  plans  and  programs  for  the  reduction  of  url)an  vulnerability  (DMO-I-IS). 

b.  The  Department  of  Commerce  (Office  of  Area  Development)  is  responsible 
for  providing  guidance  and  assistance  to  departments  and  agencies  of  the  Federal 
Government,  to  industry,  puldic  and  private  persons  and  organizations  including 
local  dispersion  committees,  in  the  application  of  the  policy  and  criteria  con¬ 
tained  herein. 

(1)  By  agreement  between  the  Department  of  Defense  and  the  Department 
of  Commerce,  Department  of  Defense  will  provide  guidance  on  certain  indus¬ 
trial  and  other  nonmilitary  projects  in  which  it  has  a  direct  and  special 
interest. 

(2)  The  Department  of  t'ornmerce  may  make  similar  arrangements  with 
other  departments  and  a.gencies  to  provide  guidance  on  projects  in  wliich 
they  have  a  direct  and  special  interest,  provided  that  reasonable  safeguards 
to  assure  consistency  and  uniformity  in  the  application  of  the  policy  and 
standards  are  maintained. 

(3)  The  Department  of  Defense  is  responsible  for  the  application  of  this 
policy  to  military  projects  without  consultation  with  the  Department  of 
Commerce,  but  with  due  regard  to  the  location  of  other  vital  facilities  and 
plans  for  reduction  of  urban  vulnerability  as  developed  by  the  Federal 
('Ivil  Defen.se  Administration. 

c.  The  Federal  Civil  Defense  Administration,  responsible  for  the  development 
and  coordination  of  plans  and  programs  for  the  reduction  of  urban  vulnerability, 
is  responsible  for  integrating  at  the  metropolitan  target  zone  level  dispersion 
actions  with  all  other  measures  wliicb  can  make  urban  areas  less  attractive 
targets.  It  is  also  responsible  for  promulgating  construction  standards  and  spec¬ 
ifications  for  the  protection  of  persons  and  property  from  nuclear  and  uncon¬ 
ventional  weapons  effects.  The  Department  of  Commerce  and  all  others  con¬ 
cerned  will  be  .governed  by  such  standards  in  rendering  the  guidance  and  assist¬ 
ance  described  in  paragraph  b,  above. 

4.  Rcxcisiojifi. — This  order  supersedes  the  dispersion  policv  statement  of  August 

10.  in.M. 

5.  This  order  is  effective  immediately. 

Office  of  Defkxse  Moiiir.iZATioN, 
Arthur  S.  Flemming,  Director. 

^  Dr.  Flemming.  Ivi^ht  alono;  that  line,  in  connection  with  the  ques¬ 
tion  Senator  Bennett  just  addressed  to  me,  this  policy  says: 

It  is  the  policy  of  the  Ihiited  States  to  encourage  and,  when  appropriate,  to 
require  that  new  facilities  and  major  exiiansions  of  existing  facilities  important 
to  national  securit.v  be  located,  insofar  as  practicable,  so  as  to  reduce  the  risk 
of  damage  iu  the  event  of  attack  :  and  to  encourage  and.  when  a])propriate.  require 
the  incorporation  of  protective  construction  features  in  neu'  and  existing  facili¬ 
ties  to  provide  resistance  to  u-eapons  effects  suitable  to  the  locations  of  said 
facilities. 

Then  say : 

The  distance  of  a  facility  from  the  probable  area  of  destruction  is  the  con¬ 
trolling  factor  in  reducing  the  risk  of  attack  damage  to  such  facility.  In  deter- 
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luiuLuS’  the  appropriate  distance  consideration  will  be  given  to  all  relevant  factors, 
including ;  . 

(1)  The  most  likely  objects  or  targets  of  enemy  attack,  such  as  certain 
military,  industrial,  population,  and  governmental  concentrations. 

(.2)  The  size  of  such  targets. 

(3)  The  destructive  power  of  a  large  yield  weapon  or  weapons  suitable 
to  the  particular  target. 

(4)  The  gradation  of  pressures  and  thermal  radiation  at  various  dis¬ 
tances  from  an  assumed  iioint  of  detonation. 

(5)  The  characteristics  of  the  proposed  facility,  including  underground 
and  built-in  protective  construction  features,  with  respect  to  its  resistance 
to  nuclear,  chemical,  and  unconventional  weapons. 

(6)  The  degree  of  damage  which  a  facility  could  sustain  and  still  remain 
operable. 

(7)  The  ground  environment  or  natural  barriers  which  might  provide 
added  protection  to  the  facility. 

(8)  The  economic,  operational,  and  administrative  recpiirements  in  carry¬ 
ing  out  the  function  for  which  the  facility  is  to  be  provided. 

b.  While  110  single  distance  standard  and  no  single  set  of  protective  construc¬ 
tion  specifications  against  nuclear,  chemical,  and  unconventional  weapons  are 
feasible  for  all  situations,  the  above  factors  will  be  applied  so  as  to  achieve  the 
most  protection  practicable  for  a  specific  situation. 

I  think,  ]Mr.  Chairman,  that  that  sets  forth  the  philosopliy  that  un¬ 
derlies  our  existing-  jtolicy.  In  other  words,  what  we  ai-e  saying  there 
is  in  eltect  that  you  have  to  look  at  this  on  a  case-by-case  basis,  and 
3-0U  have  to  make  the  most  intelligent  analysis  of  the  situation  that 
3  ou  can,  taking  into  consideration  the  facts  of  life  as  they  confront  us 
at  the  present  time. 

Senator  Bennett  is  correct  in  saying  that  we  have  abandoned  any 
effort  to  appl3-  the  so-called  nationwide  mileage  criteria,  such  as  10 
miles,  or  15  miles,  or  an3dhing  of  that  kind.  lYe  feel  you  have  to  take 
a  look  at  it  on  a  case-b3^-case  basis  and  make  the  best  decision  you  can 
in  the  light  of  all  the  facts  surrounding  that  particular  case. 

Senator  Bennett.  May  I  proceed  for  a  minute  ? 

Senator  Freak.  Yes. 

Senator  Bennett.  The  Air  Force  has  adopted  a  program  which 
you  have  already  discussed.  If  this  amendment  were  written  into 
the  policy  section  of  the  bill  and  became  an  expression  of  the  policy  of 
Congress,  do  you  believe  that  other  agencies,  specifically  the  other 
defense  agencies,  and  i>ossibly  the  Atomic  Energy  Commission,  would 
be  apt  to  follow  the  lead  of  the  Air  Force  more  quickl3' ? 

Dr.  FLEMyiiNG.  I  think  that  might  very  well  hapiDen. 

Senator  Bennett.  Are  there  any  other  wa3^s  by  which  it  could  be 
applied  ? 

Dr.  Feemming.  I  think.  Senator  Bennett,  that  if  the  Congress 
should  adopt  this  particular  amendment  and  then  if  we  take  that  along 
Avith  the  OA^erall  polic}'  statement  to  which  I  have  just  referred  and 
Avhich  we  haA^e  issued,  and  then  if  Ave  follow  through  on  that  Avith  the 
AEarious  departments  and  agencies  and  get  them  to  work  out  specific 
jAolicy'  statements  Avithin  the  frameAvork  of  the  congressional  state¬ 
ment  of  purpose  and  Avithin  the  frameAvork  of  the  Defense  Mobiliza¬ 
tion  order,  I  belieA'e  Ave  could  begin  to  make  some  substantial  progress 
in  the  right  direction. 

Senator  Bennett.  I  think  that  is  all  tlie  questions  I  liaA'e. 

Senator  Fki-;ar.  Doctor,  along  that  line,  about  what  percentage 
Avould  Senator  Bennett’s  proposal  cover  of  this  change  in  present 
location  of  defense  industries  ? 
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Dr.  Flemming.  Mr.  Chairman,  as  I  understand  Senator  Bennett’s 
proposal  it  does  not  apply  to  any  existing  plants  at  all.  If  the  Con¬ 
gress  should  adopt  an  amendment  of  this  kind  it  would  be  a  statement 
of  policy  on  the  part  of  the  Congress  relative  to  new  construction 
only,  and  would  not  be  applicable  to  existing  construction.  That  is 
likewise  true  of  the  Office  of  Defense  Mobilization  policy  to  which  I 
have  just  referred.  We  apply  it  only  to  new  construction.  It  does  not 
apply  to  existing  construction.  There  is  no  thought  of  trying  to  move 
plants  that  are  already  in  existence. 

Senator  Fkear.  I  think  I  have  misunderstood  the  previous  policy 
of  the  Office  of  Defense  Mobilization.  I  thought  wherever  it  was 
feasible  to  relocate  a  present  defense  industry  that  you  were  also  giving 
due  consideration  to  it,  if  not  actively  supporting  it. 

Dr.  Flemming.  You  see,  Mr.  Chairman,  if  I  can  go  back  just  to  the 
first  few  words  of  this  policy  statement,  it  reads : 

It  Is  the  policy  of  the  United  States  to  encourage  and,  when  appropriate,  to 
require  that  new  facilities  and  major  expansions  of  existing  facilities  important 
to  national  security  be  located — 

and  so  on.  As  I  understand  Senator  Bennett’s  amendment,  that  is 
completely  in  line  with  what  I  have  just  read. 

Senator  Busii.  Mr.  Chairman,  may  I  ask  a  question? 

Senator  Freak.  Senator  Bush. 

Senator  Bush.  I  am  sorry  I  was  a  little  late  and  did  not  get  here 
at  tiie  start  of  the  hearing,  when  my  good  friend  espoused  this  amend¬ 
ment. 

Senator  Frear.  I  think  the  members  of  this  committee  understand 
the  rigorous  schedule  the  Senator  has  to  follow. 

Senator  Bush.  Naturally  this  is  of  very  considerable  interest  to  my 
section  of  the  country.  I  would  like  to  ask  this  question  ;  Take  a  plant 
like  the  Sikoi'sky  plant,  which  has  just  been  developed  at  Stratfield, 
north  of  the  Housatonic  River,  where  the  Merritt  Parkway  crosses 
the  river.  It  is  very  familiar  to  the  people  traveling  that  way.  It  is 
a  brandnew  plant  which  just  opened  last  autumn.  They  employ  about 
4.000  people,  but  they  have  plans  for  doubling  the  size  of  that  plant. 
They  make  helicopters  only.  I  think  they  serve  some  branches  of  the 
armed  services.  I  am  not  sure  whether  they  serve  the  Marines  as  well 
as  the  Army,  and  so  forth,  and  the  Navy  too.  It  is  one  of  the  big 
plants,  though,  and  they  intend  to  double  it  as  time  goes  on.  Yet  this 
amendment  says,  “in  the  procurement  of  goods  and  services.”  Does 
that  mean  henceforth  in  the  procurement  of  goods  and  services  that 
Sikorsky  is  going  to  be  limited  to  what  it  can  turn  out  in  its  present 
plant?  That  it  cannot  go  ahead  if  it  builds  up  its  facilities  for  pro¬ 
viding  this  very  unusual  vehicle,  the  helicopter,  and  as  it  attains  great 
expertness  through  research  and  development  and  from  practice,  and 
builds  up  its  competence?  Does  this  mean  it  is  going  to  be  restricted 
by  an  amendment  of  <his  kind  so  that  it  cannot  go  ahead  and  expand 
its  .services  to  the  United  States? 

Senator  Bennett.  No.  I  think  it  means  this :  Bet  us  assume  that  the 
Govennnent  decides  they  need  twice  as  many  Sikorsky  helicopters. 
The  Department  s  position  would  be  to  encourage  or  maybe  recjuire 
Sikorsky  to  put  tlie  plant  wliich  would  doublo  tlipir  capacity  at  a  nlaco 
far  enou.o:]i  away  so  that  one  bomb  would  not  put  Sikorsky  out  of  busi- 
ness.  There  would  still  be  another  Sikorsky  plant  making  the  same 
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machines.  CeiTainly  it  would  not  prevent  them  from  operating  their 
present  plant  or  expanding  it  in  the  completely  narrow  sense.  One  of 
the  things  that  we  face  is  the  risk  that,  if  the  Sikorsky  helicopter  is  as 
vital  as  it  is,  we  can  be  wiped  out  of  Sikorsky  helicopters  with  one 
bomb.  If  they  decide  that  additional  facilities  are  necessary  for  a 
doubled  capacity,  the  Department  would  want  to  take  all  of  the 
factors  into  consideration  and  be  free  to  say  to  Sikorsky,  “We  prefer 
that  3'ou  do  not  double  jmur  capacity  here,  but  that  you  go  into  North 
Carolina,  or  Arkansas,  or  somewhere  else,  or  into  some  area  behind 
the  concentrated  area,  to  give  us  the  added  protection  of  distance.” 

I  think  that  is  the  effect  of  it. 

Senator  Freak.  It  is  only  effective  where  the  Government  has 
money  directly  involved. 

Senator  Benneue.  Whei*e  the  Government  supplies  credit  or 
amortization. 

Senator  Bush.  In  your  language  it  says  “procurement  of  goods 
or  services.” 

Senator  Benneiu’.  May  I  have  one  of  the  copies? 

In  the  rendition  of  any  Government  financial  assistance  for  the  construction 
and  expansion  ♦  *  * 

The  Government  is  giving  financial  assistance  in  the  procurement 
of  goods  and  services. 

Senator  Bush.  Certainly  the  first  act  of  assistance  is  to  place  the 
order. 

Senator  Bennett.  I  do  not  think  that  is  the  effect  of  the  amendment. 

Senator  Bush.  It  is  certainly  broad  enough  to  cover  that. 

Senator  Bennett.  If  the  Government  supplies  the  credit  on  which 
it  is  done. 

Senator  Bush.  In  all  these  contracts,  unless  the  situation  is 
changed — and  I  must  say  I  am  not  up  to  date  on  it — but  I  believe  all 
of  these  contracts  provide  a  very  large  measure  of  Government  credit 
to  carry  these  fellows  along.  The  business  is  too  big  to  do  otherwise. 
Advance  payments  are  the  rule,  I  believe,  unless  it  has  been  changed 
very,  very  recently. 

Senator  Bennett.  The  effect  of  the  amendment  would  be  to  give 
the  administrative  purchasing  departments  the  right  to  look  at  the 
situation  and  decide  whether  the  interests  of  the  national  defense 
require  the  expansion  to  be  placed  someAvhere  else. 

Senator  Bush.  Do  they  not  have  that  privilege  at  the  present  time  ? 
Is  there  anything  to  inhibit  them  and  keep  them  from  doing  that  right 
now  ? 

Senator  Benneiu.  Maj'be  Dr.  Flemming  can  answer  that. 

Dr.  Flemming.  The  answer  to  that  is  “No.”  There  is  not  anything 
to  prevent  them  from  doing  it.  Senator  Bush,  before  you  came  in  I 
had  commented  on  Senator  Bennett’s  testimony  in  his  presentation  of 
this  amendment.  In  commenting  on  it  I  called  attention  particularly 
to  one  paragraph  in  his  statement  where  he  said : 

While  it  is  true  that  the  Executive  has  a  program  of  industrial  dispersal,  I 
believe  Congress  should  share  in  this  program  by  aftirmatively  stating  its  policy 
with  regard  to  industrial  dispersal.  Our  failure  to  do  so  in  the  past  has,  in  my 
opinion,  reduced  the  effectiveness  of  the  Executive’s  efforts  in  this  regard. 

I  indicated  I  concurred  in  Senator  Bennett’s  comments  on  that  par¬ 
ticular  point.  I  do  feel  this  question  of  industrial  dispersal  is  an  im- 
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poi'tant  one,  and  it  is  a  complex  one  for  the  very  reasons  you  have 
indicated.  I  do  feel  tliat  the  executive  branch  of  the  Government  and 
the  legislative  branch  of  the  Government  should  be  working  along 
together  on  it.  I  feel  that  on  the  whole  we  will  get  a  better  acceptance 
of  the  concept  if  the  people  of  the  country  feel  that  the  elected  repre¬ 
sentatives  of  the  ])eople  also  feel  this  is  a  matter  which  should  be 
Aveighed  and  which  should  be  given  consideration  in  arriving  at  these 
determinations. 

I  think,  coming  to  your  specific  question  or  situation,  the  important 
thing  to  keep  in  mind  is,  as  Senator  Bennett  has  indicated,  that  if  they 
Avere  confronted  Avith  the  necessity  of  a  major  expansion  in  order  to 
jjrovide  additional  production,  the  Air  Force  might  very  well  say 
to  them,  “One  of  the  factors  Ave  AA’ant  to  take  into  consideration — 
maybe  it  cannot  be  the  controlling  factor,  but  Ave  Avant  to  take  it  into 
consideration — is  the  desirability  of  having  more  than  one  source  of 
suj)ply ;  and  AA’liere  Ave  have  more  than  one  source  of  supply,  to  have 
at  least  one  of  those  at  a  reasonably  disjiersed  point.”  1  might  get 
Ohio  into  this,  too.  But  as  1  indicated  before  you  came  in,  I  felt  that 
the  Air  Force,  in  a  recent  policy  statement,  had  approached  this  in  a 
very  tine,  Avell -balanced,  Avay.  We  cannot  be  extreme  on  it  either  Avay, 
as  I  see  it  1  have  taken  this  position  consistently:  That  dispersal  as 
an  objective  cannot  be  the  only  objectiA’e  that  can  be  taken  into  con- 
sidej-ation.  I  luiA-e  stressed  a  great  many  times  my  OAvn  feeling  that 
one  of  the  objectiATs  Ave  have  to  keep  in  mind  in  this  country  at  all 
times  is  an  effectively  functioning  urban  economy. 

If  we  permit  the  ol)jectiAT  of  dis])ei‘sal  to  nndermine  our  effectiA^ely 
functioning  urban  economy,  then  in  terms  of  our  total  strength  we 
have  not  accomj)lished  anything.  Probably  Ave  have  AATakened  our- 
selATS.  For  example,  I  gave  to  the  committee.  Senator  Bnsh,  before 
you  came  in,  the  criteria  Avhich  T  set  fortli  in  an  Office  of  Defense  Mo¬ 
bilization  policy  statement  on  this  point,  Avhich  I  felt  should  be  taken 
into  consideration.  The  eighth  criterion  is : 

The  economic,  operational,  and  administrative  requirements  in  carrying  out  the 
function  for  vvhicli  the  facility  is  to  he  provided. 

I  feel  that  that  is  a  factor  Avhich  has  got  to  be  Aveighed  along  with 
the  other  factors. 

Senator  Freak.  Is  it  not  also  true  that  in  the  dissemination  of  in¬ 
dustry  you  have  to  take  into  account  perha])s  the  availability  of  the 
raAA' materials  or  Avater  poAver,  or  electricity,  or  other  features  that 
arednherent  in  the  j)rodiiction  ])rocesses  of  the  particular  industry? 

Senator  Bi'sir.  .Vs  Avell  as  the  skilled  labor  supply  and  the  experi¬ 
ence  factor,  and  other  things. 

Pi’-^I^AEAriuiNO.  Yes.  That  is  Avhat  Avent  into  the  eighth  criteria.  I 
said,  Ihe  economic,  ojierational,  and  admimsti'atiA^e  requirements.” 
They  include  the  type  of  question  you  have  in  mind.  The  thing  we 
have  been  pleading  for  is  not  that  jieople  should  just  become  dogmatic 
and  say,  every  neAv  plant  has  to  be  dispersed,  and  so  on.  But  it  should 
be  a  factor  that  is  weighed  and  given  serious  AA^eight  and  serious  con¬ 
sideration  before  a  final  decision  is  made. 

-Vs  I  undei  stand  Senator  Bennett’s  amendment  it  is  in  complete 
harmony  Avith  tliat  spirit  Avdiich  has  motivated  our  approach  to  the  dis- 
liersal  problem.  T  think  Aye  shoiilcl  all  be  in  agreement  on  the  fact  that 
in  this  kind  of  a  world,  disjiersal  is  a  factor  that  certainly  should  not 
be  completely  ignored  by  this  country.  That  is  one  extreme. 
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The  other  extreme  would  be  that  the  only  thing  that  went  into  the 
final  conclusion — I  mean,  the  only  consideration  that  entered  into  the 
tinal  conclusion  on  the  location  of  a  plant  is  dispersal.  Neither  ex¬ 
treme  makes  sense.  Either  to  ignore  it  or  give  it  conclusive  weight. 
But  somewhere  in  between  is  a  middle  ground  which  it  seems  to  me 
onr  country  ought  to  be  occupying.  In  other  words,  we  should  not 
ignore  it.  We  should  take  it  into  consideration.  We  should  give  it 
serious  consideration,  along  with  all  of  the  other  factors  one  has  to  con¬ 
sider  in  locating  a  plant. 

Senator  Busii.  May  I  ask  this.  Dr.  Flemming:  Is  it  not  true, 
though,  that  you  have,  over  recent  years,  been  giving  it  seiions  con¬ 
sideration  and  using  a  great  deal  of  discretion  in  connection  with  this 
matter  and  been  effecting  dispersal  actually  just  by  proiier  administra¬ 
tive  procedures  ? 

Dr.  Flemming.  That  is  correct.  Senator  Bush. 

Senator  Busii.  That  has  been  my  observation,  that  you  have  been. 

Dr.  Flemming.  That  is  correct.  And  the  reason  why  I  mentioned 
Senator  Bennett's  proposed  amendment  is  that  it  would  mean  that  the 
legislative  branch  and  the  executive  branch  would  be  partners  in  this 
jiarticnlar  operation.  In  other  words,  if  this  amendment  were 
adopted — let  me  put  it  this  way :  If  this  amendment  were  adopted 
I  would  see  no  reason  for  changing  the  basic  policy  statement  on 
dispersal  that  I  issued  in  January  of  this  year.  I  think  the  two  are 
in  harmony  with  one  another.  But  the  (Congress  would  be  saying  to 
the  people  of  the  Nation,  “We  agree  with  the  executive  branch  that 
this  is  something  of  vital  concern  to  the  security  of  this  Nation,  and 
something  that  citizens  should  consider.” 

Senator  Bush.  I  am  certainly  not  out  of  sympathy  at  all  with  the 
question  of  dispersal,  and  anyone  with  eyes  to  see  can  see  the  advantage 
of  it. 

Dr.  Flemming.  That  is  right. 

Senator  Bush.  I  have  been  very  much  impressed  with  the  fact  that 
the  armed  services  have  shown  a  great  deal  of  discretion  in  that  par¬ 
ticular,  to  wit,  that  we  have  important  installations  from  coast  to 
coast,  and  up  and  down  the  coast  of  the  Pacific  as  well  as  the  Atlantic, 
and  in  the  interior  part  of  the  country.  There  is  a  tremendous  amount 
of  dispersal  in  almost  every  element  of  our  production  in  connection 
with  clefense.  Therefore,  it  rather  alarms  me  to  see  this  kind  of  thing 
coming  along  as  though  there  were  some  new  urgency  for  hastening 
dispersal  and  laying  great  emphasis  on  the  fact  that  we  have  to  build 
more  Govermnent  plants  and  place  more  Government  orders  in  other 
areas  than  where  they  are  now’  being  placed. 

I  am  disturbed  about  it  because  the  economy  in  certain  parts  of 
our  country,  such  as  that  in  Avhich  I  live,  is  geared  to  this  kind  of 
policy  and  this  kind  of  situation.  This  type  of  resolution,  I  believe, 
can  be  considered  a  threat  to  the  economic  and  social  security  of  an 
area  like  oiuo.  I  do  not  like  to  see  this  additional  emphasis  placed 
on  the  matter. 

I  have  a  great  deal  of  confidence  in  the  discrelion  of  the  Office  of 
Defense  ^Mobilization  and  the  armed  services  in  connection  with  this 
matter.  I  think  they  have  acknowledged  the  situation  very  wisely 
indeed. 

Dr.  Flemming.  I  appreciate  that.  I  would  like  to  say.  Senator 
Bush,  I  am  sure  our  approach  from  an  adminstrative  point  of  view 
■2 


76559 — 56- 


14  DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 

to  the  problem  would  be  the  same  as  it  has  been  if  the  Congress 
should  see  fit  to  adopt  Senator  Bennett’s  amendment,  but  it  would,  I 
feel,  put  us  in  a  stronger  position,  because  the  executive  and  the  legis¬ 
lative  would  be  working  hand  in  hand  to  underline  the  point  you 
have  made.  It  is  a  point  we  have  tried  to  keep  in  mind,  and  I  have 
pointed  out  there  was  a  time  in  the  history  of  the  dispersal  policy  of 
this  Government  when  thei’e  was  a  so-called  mileage  standard  that 
was  applied.  It  was  10  miles.  You  identified  the  area  of  industrial 
))opulation  concentration  and  drew  a  line  around  it  and  went  10  miles 
beyond  the  perimeter.  We  have  abandoned  any  idea  of  a  mileage 
standard  because  we  know  it  is  not  practical  or  feasible  and  you 
cannot  have  a  nationwide  mileage  standard. 

Frankly,  in  considering  that,  New  England  loomed  very  large  in 
our  thinking.  So  we  have  said  that  the  only  thing  you  can  get  any¬ 
where  with  this  now  under  present  conditions  is  to  take  it  on  a  case-by¬ 
case  basis,  weighing  all  of  the  factors,  and  arrive  at  the  best  decision 
you  can  arrive  at.  I  feel  Senator  Bennett’s  amendment  would  not 
change  that  one  iota.  We  wmuld  continue  to  do  it  on  a  case-by-case 
basis.  But  I  think  from  the  standpoint  of  the  whole  area  of  nonmili¬ 
tary  defense  it  would  be  a  very  encouraging  and  wholesome  thing  if 
the  Congress  in  effect  said,  “We  also  believe  that  this  is  a  factor  that 
should  be  taken  into  consideration.” 

I  think  if  the  Congress  says  it.  Senator  Bush,  it  becomes  a  more 
effective  deterrent  in  terms  of  its  impact  on  our  possible  enemy.  So 
I  do  not  think  that  the  adoption  of  an  amendment  of  this  kind  should 
he  any  cause  for  alann  on  the  part  of  the  areas  that  are  faced  with 
the  type  of  problem  your  area  is  faced  with.  As  you  can  appreciate, 
there  are  others,  like  the  I^os  Angeles,  Calif.,  area.  I  do  not  think 
it  should  be  the  basis  for  alarm  at  all,  but  -we  should  go  ahead  and 
administer  the  policy  just  the  same  as  we  m  e  at  the  present  time.  But 
the  people  will  know  we  are  doing  something  that  the  Congress  not 
onlv  acquiesced  in,  but  had  some  conviction  in. 

Senator  Bennktt.  That  it  approved  of.  Dr.  Flemming,  while 
you  are  reading  that,  may  I  say  actually  with  each  expansion  of  the 
destructiye  capacity  of  weapons ;  with  the  coming  of  the  Il-bomb  and 
then  its  cobalt  yariations — and  I  am  not  an  authority  on  those — and 
with  the  development  of  these  long-range  ffuided  missiles  it  seems  to 
me  there  is  increased  urgency  as  compared  with  5  years  ago,  just  as 
it  becomes  necessary  for  us  to  abandon  tlie  limited  mileage  concept 
in  the  face  of  an  increased  urgency,  because  those  orginal  limited 
mileage  figures  no  longer  have  any  meaning  in  today’s  situation. 

Dr.  Flemming.  That  is  correct. 

Senator  Freak.  Doctor,  are  there  any  of  the  other  dej)  'rtii'  nts  of 
the  Defense  Establishment,  other  than  the  Air  Force,  that  haye  a 
policy  of  dispersal? 

Dr.  Flemaiing.  INIr.  Chairman,  they  haye  written  into  their  policies 
the  provisions,  for  example,  of  a  maintenance  of  the  mobolization  base 
order  that  I  issued  as  Director  of  the  Otfice  of  Defense  Mobilization 
possibly  IS  or  19  months  ago,  which  identifies  dispersal  as  one  of  the 
factors  to  be  taken  into  consideration  in  the  placement  of  orders  and 
in  the  placement  of  new  plants.  That  ODM  order  in  turn  has  been 
incorporated  in  parallel  orders  of  the  Army  and  the  Navy  and  then, 
of  course,  has  been  reflected  more  recently  and  in  more  detail  in  the 
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Air  Force  policy.  In  other  words,  the  ODM  order  is  binding  on  the 
Department  of  Defense. 

Senator  Freak.  But  the  Air  Force  is  the  only  department  which 
has  actually  set  a  policy  of  their  own  in  accordance  with,  I  suppose, 
your  ODM  order? 

Dr.  Flemming.  Let  us  put  it  this  way :  It  is  the  only  service  which 
spelled  out  this  policy  in  as  much  detail  as  they  have. 

Senator  Freak.  If  there  is  no  objection  on  the  part  of  any  mem¬ 
bers  of  the  subcommittee  I  would  like  to  have  the  Air  Force  policy 
and  a  Department  of  Defense  directive  on  the  subject  of  dispersal 
made  a  pai't  of  the  record  at  an  appropriate  point. 

Dr.  Flemming.  I  think  that  would  be  a  very  good  thing,  Mr.  Chair¬ 
man.  I  am  sorry  I  do  not  have  a  copy  with  me. 

(The  documents  referred  to  follow:) 

Department  of  Defense, 

Office  of  Public  Information, 
Washington  25,  D.  C.  December  28, 1955. 

No.  1226-55 

Air  Force  Announces  New  Policy  on  Industrial  Production  Readiness 

The  Air  Force  today  announced  a  new  industrial  production  readiness  policy 
that  will  bring  the  production  planning  effort  in  line  with  operational  concepts. 

This  new  policy  recognizes  the  impact  that  nuclear  weapons  and  long-range 
deli\  ery  vehicles  have  on  planning  for  industrial  support  of  military  forces,  thus 
placing  greater  emphasis  on  readiness  for  this  type  of  war  than  on  the  traditional 
concept  of  a  prolonged  industrial  build-up  after  war  starts. 

Recognizing  emergency  conditions  under  which  industry  will  be  required  to 
accelerate  production  in  the  event  of  an  emergency,  two  special  planning  con¬ 
cepts  are  outlined  in  the  policy.  The  first  is  the  production  compression  concept 
which  is  designed  to  achieve  delivery  to  the  Air  Force  of  every  possible  piece 
of  equipment  which  would  be  critical  during  the  early  weeks  of  a  general  war. 
The  second  is  the  production  acceleration  concept  which  is  designed  to  provide 
a  capability  for  rapidly  accelerating  production  of  selected  weapons  that  would 
be  critical  in  a  local  war. 

To  achieve  an  industrial  complex  that  can  rapidly  respond  to  production  needs 
in  an  emergency,  the  Air  Force  plans  to  concentrate  available  resources  on  its 
most  important  weapons  and  supporting  systems. 


Department  of  the  Air  Force, 

Office  of  the  Secretary, 

^  Washington,  November  23,  1955. 

Memorandum  for  the  Chief  of  Staff,  USAP 
Subject:  Air  Force  Industriai  Production  Readiness  Policy 

a.  what  this  document  does 

This  document  prescribes  the  policy  for  establish’ng  and  maintaining  indus¬ 
trial  production  readiness  to  insure  that  current  and  emergency  missions  of  the 
Air  Force  are  accomiilished.  It  supersedes  the  Air  E'orce  production  reserve 
policy  dated  .Tune  17,  19.53. 

B.  WHY  industrial  READINESS  IS  ESSENTIAL 

Continuous  technological  advancement  along  with  shifting  international 
political  and  military  power  have  dictated  radical  changes  in  our  national 
strategy.  Therefore,  a  new  approach  to  industrial  support  of  our  military  forces 
in  a  national  emergency  is  essential.  This  new  approach  is  essential  because, 
for  the  first  time  in  modern  history,  our  Nation  is  faced  with  a  continuing 
potential  threat  of  devastating  destruction  at  the  outset  of  general  war.  If.  in 
an  emergency,  we  are  to  survive  and  minimize  the  devastation  to  our  Nation, 
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the  traditional  concept  of  a  prolonged  industrial  buildup  after  attack  must  be- 
replaced  with  a  “readiness”  program. 

C.  WHAT  INDUSTRIAL  READINESS  WILL  DO 

1.  Deter  war  by  maintaining  a  modern  Air  Force  in  being  that  can  immediately 
defend  the  Nation  and  retaiiate  in  case  of  attack. 

2.  Make  us  capable  of  rapidiy  expanding  production  of  appropriate  weapons 
in  case  of  involvement  in  peripheral  conflicts  or  expansions  short  of  a  general 
nuclear  war. 

3.  Improve  industry's  al)ility  to  maintain  or  rapidly  restore  production  of  criti¬ 
cal  survival  and  retaiiation  weapon  systems  and  related  support  commodities  in 
case  of  general  war  involving  severe  industrial  damage. 

4.  Maintain  the  health  of  the  aircraft  industry  as  necessary  to  fulfill  the  needs 
of  tlie  Air  Force. 

D.  SELECTIVE  PLANNING  IS  IMimRATIVE 

Sufficient  resources  are  not  available  to  attain  the  required  readiness  for  all 
aircraft,  guided  missiles,  and  support  equipment.  Consequently,  to  provide  a 
basis  and  priority  system  for  directing  available  resources  and  effort,  the  fol¬ 
lowing  three  categories  are  established:  Category  A  (first  priority)  ;  category  I? 
(second  priority)  ;  and  category  C  (third  priority). 

1.  Cuteyorn  A. — This  category  will  include  the  most  important  Air  Force 
weapon  systems  and  supporting  systems  which  warrant  special  handling  and 
which  must  be  kept  in  active  production  under  the  most  austere  emergency 
conditions.  Selection  will  be  based  upon  ri'commendations  of  the  Air  Staff  and 
Air  Council,  after  the  following  factors  have  been  considered  : 

(a)  How  critical  is  the  mission  to  be  performed  or  supi)orted'' 

{!))  Performance  capacility  and  versatititly  of  the  system. 

(c)  Current  production  status  and  general  producibility  of  tlie  system. 

(d)  How  vulnerable  is  the  industrial  structure  required  to  produce  the 
system '! 

(e)  Current  Inventory  quantity  of  the  system. 

2.  Cdtcf/ory  II. — This  category  will  include  weap<ui  systems  and  supporting 
systems  included  in  the  Minimum  Wartime  Aircraft  and  Guided  Missiles  Re¬ 
quirements  List  which  have  not  been  designated  category  A.  Under  extremely 
austere  emergency  conditions,  surviving  production  capacity  for  this  category 
would  be  reprogramed  to  .support  production  of  category  A  systems  as  required. 
Category  R  systems  will  be  kept  in  production  under  adverse  comlitions. 

3.  Cdtcgori!  C. — This  category  includes  all  remaining  M’eaixm  systems  and 
sup])orting  systems  for  which  production  planning  is  desirable.  Category  C  sys¬ 
tems  may  not  necessarily  be  kept  in  production  in  case  of  general  war  involving 
severe  industrial  damage.  However,  capacity  for  this  category  could  be  of  great 
value  in  rapidl.v  accelerating  production  during  a  limited  war,  emergency  accel¬ 
eration  short  of  general  war,  and  to  jumvide  sources  that  can  be  reprogramed 
to  support  production  of  the  A  and  B  categories  in  a  general  war  involving  severe 
industrial  damage. 

4.  Select ii-c  PJdnning  TJ.'tt. — The  Air  Staff  will  prepare  a  Selective  Planning 
List  that  breaks  down  the  Jlinimum  Wartime  A-ircraft  and  Guided  Mi.ssiles  Re¬ 
quirements  List  into  categories  A  iind  B.  This  list  will  also  identify  weapon 
systems  and  supporting  systems  assigned  to  category  C.  It  will  be  issued  during 
Ma.v  and  November  of  each  year,  to  be  effective  for  the  following  (i  months  period 
beginning  .Inly  1  and  January  1,  respectively. 

r>.  Prefcrentidl  Plduning  lAst.^ — Semiannually  the  Department  of  Defense  Pref¬ 
erential  1‘lanning  List  will  be  revised,  using  the  A  and  B  categories  as  the  basis 
for  its  revision. 

(5.  Dcpdrtntentdl  Phnining  Lixf.^ — Departmental  Planning  List  will  be  revised 
at  the  same  time,  based  on  category  C. 

7.  Etiierf/cneii  prodiietioii  .xeliediilcs. — Emergenc.v  production  schedules  will  be 
based  on  guidance  and  force  levels  in  support  of  .ioint  war  jilans,  or,  in  absence 
of  such  plans.  Air  Force  unilateral  plans.  In  developing  emergency  production 
sched  Tes,  planned  jiroduction  should  be  limited  to  that  which  can  be  utilized  in 
any  planned  time  period.  Excessively  high,  short  duration  production  peak  rates 

AH  critir-al  cnnipnnenta  and  ennipment  which  could  limit  production  will  ho  given 
equal  priority  with  the  related  system  and  included  on  the  list  wuth  the  primary  system. 
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which  cause  curresixuidina:  iiicrcaises  in  resources  requirements  for  siiort 
periods  wili  be  avoided. 

S,  I’roflvctioii  (■(iiiipretisioii  (■(itxihilitn. — This  term  applies  to  developing  a  capa- 
l)ility  for  maximum  all-out  production  of  strategic  and  air  defense  weapon  systems 
during  the  initial  phases  of  a  general  war  ( i.  e.,  lirst  6(»-00  days).  1‘roduction 
compression  must  he  planned,  so  that  in  an  emergency  it  goes  into  effect  instantly. 
This  immediate  increased  production  can  he  achieved  with  workable  plans  for  a 
maximum  worlnveek  and  draining  the  normal  inventory  of  finished  components, 
equipment,  and  subassemblies  on  hand  in  the  assembly  plant.  Even  greater 
potential  output  is  possible  l)y  increasing  inventory  of  linished  items  maintained 
at  the  assembly  plant.  However,  this  inventory  will  be  increased  on  a  very 
selective  basis — when  production  status,  duration  of  increased  production  capa¬ 
bility,  additional  costs,  and  criticality  of  the  weapon  or  supporting  system 
warrant  .such  action.  The  increased  inventory  will  be  purchased  with  directed 
funds,  and  it  will  be  consumed  as  the  last  increment  of  aircraft  is  produced  under 
the  current  progi-ani.  In  developing  production  compression  plans,  the  following 
general  conditions  are  to  be  assumed  : 

(a)  Idle  assembly  plant  will  remain  intact. 

(h)  No  additional  personnel  will  be  available  during  the  all-out  production 
period. 

(c)  No  support  from  Government-furnished  aeronautical  equipment  pro¬ 
ducers,  subcontractors,  or  vendor.s  during  the  period. 

( d)  Loss  of  all  except  local  tran.sportation  facilities. 

(c)  Communication  facilities  limited  to  high  priority  messages. 

9.  rroduction  acceleration  capahiliti/. — This  term  applies  to  developing  capa¬ 
bility  for  rapidly  accelerating  production  of  tactical  or  supporting  systems  to  a 
predeteTinined  peak  rate  in  the  shortest  pos.sible  time.  Rapid  acceleration  can  be 
accomplished  by  maintaining  readily  expansible  piaKluction  capability  and 
increasing  the  inventory  of  finished  and  semifabricated  materials  at  i)rime,  asso¬ 
ciated,  and  subcontractor  facilities.  This  capability  must  be  created  in  advance 
■of  an  emergency  so  that  it  can  go  into  effect  immediately. 

(a)  The  increased  inventory  of  materials  will  be  purchased  with  directed 
funds.  It  will  be  consumed  as  the  last  increment  of  aircraft  is  produced 
under  the  current  program. 

( 1) )  I’roduction  acceleration  will  be  applied  on  a  very  selective  basis 
dependent  uiK)n  production  status,  duration  of  increased  production  capa¬ 
bility,  additional  costs,  and  criticality  of  the  weapon  system  or  supporting 
system  mission. 

(c)  I’roduction  accelera.tion  plans  will  be  of  greatest  value  in  the  event  we 
.are  involved  in  limited  wars  of  peacetime  expansion. 

E.  HOW  IXDE'STRI.VL  READINESS  WILL  RE  ACHIEVED 

The  required  readiness  will  be  achieved  when  the  Nation’s  industry  can  respond 
immediately  to  vital  demands  placed  uiion  it  in  an  emergency.  To  achieve  this 
desired  state  of  readiness  will  require  a  long-term  Air  Force  industry  program. 
In  implementing  the  program,  the  following  general  policies  and  specific  pro¬ 
cedures  will  apply : 

1.  Ocneral  policies  to  achieve  readiness. —  (a)  The  Air  Force  will  maintain 
close  relationship  with  industry  and  trade  associations  to  make  sure  that  emer¬ 
gency  production  plans  are  realistic  and  feasible.  Participation,  advice,  and 
assistance  of  industry  will  lie  solicited  and  encouraged. 

(h)  Develop  industrial  readiness  through  the  normal  conduct  of  Air  Force 
procurement  and  production  business.  Future  supply  contracts  for  production 
of  selected  categories  A  or  B  systems  will  contain  provisions  assigning  to  the 
contractor  responsibilities  for  completing  readiness  measures  and  preparation  of 
emergency  manufacturing  plans. 

(c)  ^Maintain  plans  for  immediate  conversion  or  expansion  of  industrial  pro¬ 
duction  to  meet  any  emergency.  Insure  prompt  reprogr.aming  capability  by 
applying  mod>^rn  statistical  or  mechanical  control  methods  in  the  management  of 
product,  source,  and  cai>acity  data. 

(d)  Program  special  projects,  including  necessary  funds,  to  attain  maximum 
production  readiness  of  selected  categories  A  and  B  systems. 

(e)  Emergency  production  plans  will  normally  include  only  systems  and  equip¬ 
ment  of  proven  design  which  are  being  procured  for  the  Air  Force  inventory. 
Schedules  will  lie  evaluated  to  make  sure  that  objectives  are  feasible.  Industrial 
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planning  for  weapons  systems  and  supporting  systems  will  be  initiated  in  phase 
with  their  emergence  from  the  development  state. 

(/)  Industrial  dispersal :  Dispersal  as  used  in  this  memorandum,  refers  to  the 
geographical  distribution  of  vital  defense  production  and  development  facilities 
to  avoid  concentration  of  these  facilities  within  target  areas,  so  as  to  minimize 
the  disruption  of  production  and  development  in  case  of  enemy  attack.  The  pro¬ 
duction  sources  for  categories  A  and  B  systems  will  be  analyzed  to  determine 
vulnerability  and  adequacy  of  dispersal.  A  program  will  be  developed  to  mini¬ 
mize  the  loss  of  production  of  these  systems  through  dispersal  and  other  meas¬ 
ures.  The  following  policies  and  criteria  will  govern  development  of  this 
program : 

(1)  The  obstacles  to  maximum  dispersal,  .such  as  cost,  .social  dislocation 
in  existing  areas  of  population,  dela.v  of  vital  defense  production  and  develop¬ 
ment  should  he  carefully  considered  in  seeking  a  practical  solution  to  the 
prob’em  of  dispersal. 

(2)  When  multiple  sources  for  an  item  of  material  are  practical,  dispersal 
will  be  a  key  factor  in  selection  of  the  additional  sources.  Wherever  prac¬ 
ticable,  this  principle  will  also  be  applied  in  the  case  of  multiple  sources  for 
subcontract  work. 

t.S)  Dispersal  will  be  one  of  the  prime  considerations  in  the  location  of 
new  facility  construction,  particularly  when  furnished  at  Government  ex¬ 
pense  or  with  Federal  aids  to  construction.  This  may  not  necessarily  apply 
to  those  new  facilities  which  constitute  a  desirable,  but  relatively  minor,  ad¬ 
junct  to  existing  defense  facilities. 

(4)  To  avoid  the  excessive  cost  and  the  resulting  social  dislocation  at¬ 
tendant  on  the  abandonment  of  existing  i)roduction  facilities,  all  facilities 
in  being  will  be  maintained  in  use  as  required.  Every  effort  will  be  made  to 
require  the  use  of  existing  facilities  before  new  facilities  are  constructed. 

(r>)  The  urgency  of  dispersal  should  always  be  weighed  against  the  urgency 
of  the  requirement  for  timely  delivery  of  the  vital  product  involved. 

(fi)  Consistent  with  paragraphs  (1)  through  (5)  above,  the  objective 
shall  be  to  avoid  the  tendency  toward  overconcentration  of  critical  defense 
facilities  in  target  areas. 


(ff)  The  Air  Force  will  support  modernization  of  Government  or  privately 
owned  facilities  whenever  significant  savings  to  the  Government  and  a  substan¬ 
tial  in^'rease  in  required  defense  production  capacity  can  be  achieved. 

2.  prnceil urcit  to  achieve  reaHinens. — Basic  readiness  requirements  for 

each  priority  category  are  listed  below.  However,  variable  factors  and  situations 
will  require  special  evaluation  and  independent  judgment  to  insure  the  most 
effective  direction  of  effort  and  efficient  allocation  of  resources.  To  assure  a 
readiness  capability,  the  following  production  base  will  normally  be  developed  for 
each  of  the  three  priority  categories: 

(«)  Category  A  : 


(1)  Establish  at  least  two  production  sources  for  weapon  and  support 
svstems,  including  subcontractor  and  vendor  sources.  To  the  maximum 
extent  possible,  establish  at  least  one  source  away  from  highly  concentrated 
industrial  areas  and  major  military  installations. 

(2)  Retain  at  least  one  source  in  production,  on  a  sustaining  rate,  until 
product’on  of  a  follow-on  model  is  sufficient  to  support  critical  wartime 
missions. 

Develop  phased  production  capacity  on  an  expandable  2-shift,  5-dav 
40-hour  week  basis  for  primary  strategic  and  air-defense  systems ;  and  1-shift 
5-(iav,  40-honr  wf*ok  lifisis  for  other  basic  systeixis. 

(4)  Prodiiction  compression  capability  will  be  developed  for  selected  stra¬ 
tegic  and  air  defense  weapon  systems  or  supporting  .systems,  when  pro- 
duct'on  status  associated  costs  and  mission  requirements  warrant  it 

(.5)  Production  acceleration  capability  will  be  developed  for  selected  tac¬ 
tical  weapon  systems  or  supporting  systems,  when  production  status,  asso- 
ciated  cost  and  mission  requirements  warrant  it.  Under  certain  conditions, 
air  defense  weapon  systems  may  warrant  this  action. 

(6)  Develop  plans  for  enierj^ency  production  concurrently  with  current 
production  plans.  In  developins:  production  plans,  emphasize  product  enci- 

layout,  subcontracting,  manning,  facilitation  and 
rnnmiv' from  current  production  to  emergency  schedules  as 
rapidly  as  possible  with  minimum  disruption  of  effort. 

(7)  To  establish  and  maintain  a  capability  for  rapid  acceleration  to  emer¬ 
gency  peak  rates,  all  required  facilities  will  be  provided,  from  the  following: 
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( a )  Contractor  furnished  facilities. 

( b )  Current  facilities  projects. 

(c)  Equipment  in  industrial  reserve. 

( d )  Special  projects. 

(8)  Analyze  the  production  support  structure  to  make  sure  that  adequate 
capacity  is  available  to  provide  component,  equipment,  subassembly,  man¬ 
power  and  materials  support  of  systems  at  the  peak  rate. 

(9)  Develop  and  maintain  current  plans  as  rapidly  reprogram  alternate 
production  suppport  in  case  attack  or  other  disaster  destroys  current  ca¬ 
pacity. 

(6)  Category  B: 

(1)  The  basic  conditions  established  for  category  A  will  be  applied  to 
category  B  items,  except  they  will  be  given  secondary  priority  in  directing 
available  resources  and  effort. 

(c)  Category  C : 

( 1 )  Basic  readiness  measures  will  be  applied  to  this  category  to  the  maxi¬ 
mum  extent  through  normal  conduct  of  procurement  and  production  buiness. 
Effort,  added  costs  and  commitment  of  resources  will  be  held  to  a  minimum 
and  will  he  afforded  third  priority  in  planning  for  industrial  readiness. 

(2)  Emergency  production  requirements  will  be  scheduled  with  planned 
producers  and  firm  plans  developed  to  establish  or  identify  required  capacity. 

(3)  Production  plans  to  produce  at  emergency  rates  will  be  prepared  by 
planned  suppliers  on  a  voluntary  or  low-cost  basis.  Additional  facilities  re¬ 
quired  and  production  elements  which  limit  capactiy  to  reach  peak  rates 
will  be  identified  by  planned  producers. 

(4)  Normally,  additional  facilities  required  for  this  category  will  be  fur¬ 
nished  after  M-day  or  a  decision  to  accelerate  production,  from  the  following 
sources : 

( a)  Contractor  furnished  facilities. 

( b )  Remaining  industrial  reserve  facilities. 

(c)  Conversion  of  commercial  production  capacity. 

( d. )  Production  from  equipment  manufacturers. 

(e)  Special  projects  may  be  considered  after  requirements  of  the  two 
higher  categories  have  been  satisfied. 

(5)  Production  source  data  for  important  components,  subassemblies, 
equipment,  materials,  and  vendor  items  will  be  maintained  on  this  category, 
for  nse  as  alternate  capacity  in  support  of  higher  priority  items  in  case  of 
general  war  involving  severe  industrial  damage  or  disaster. 

H.  WHEN  AND  HOW  TO  IMPLEMENT  THIS  POLICY 

Effective  immediately,  all  programs  relating  to  current  and  emergency  pro¬ 
duction  of  weapons  and  supporting  systems  will  be  reviewed  and  adjusted  to 
conform  with  this  policy.  The  adjustment  is  to  be  accomplished  as  rapidly  as 
possible,  but  with  due  regard  to  economic  considerations  and  the  adverse  effects 
of  sudden  change. 

Donald  A.  Quarles. 


November  17, 1955. 
No.  .5220.5 


Depaet^iIent  of  Deb'ense  Directive 
Subject :  Industrial  dispersal. 

I.  PURPOSE 

The  purpose  of  this  directive  is  to  prescribe  Department  of  Defense  policy  with 
respect  to  industrial  dispersal. 

II.  DEFINITION 

“Dispersal,”  as  used  in  this  directive,  refers  to  the  geographical  distribution  of 
vital  defense  production  and  development  facilities  to  avoid  the  concentration  of 
these  facilities  within  target  areas,  so  as  to  minimize  the  disruption  of  produc¬ 
tion  and  development  in  case  of  enemy  attack. 

HI.  POLICY 

Recognizing  the  obstacles  to  maximum  dispersal,  such  as  cost,  social  disloca¬ 
tion  in  existing  areas  of  population,  delay  of  vital  defense  production  and  develop- 
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nient,  tlie  following  criteria  should  he  carefully  considered  in  seeking  a  practical 
solution  to  the  problem  of  dispersal : 

1.  When  multiple  sources  for  an  item  of  materiel  or  development  are  practical, 
dispersal  will  he  a  key  factor  in  selection  of  the  additional  sources.  Whenever 
practicable,  this  principle  will  also  he  applied  in  the  case  of  multiple  sources  for 
subcontract  woi'k. 

2.  Dispersal  will  be  one  of  the  prime  considerations  in  the  location  of  new  facil¬ 
ity  construction,  particularly  when  furnished  at  Government  expense  or  with 
Federal  aids  to  construction.  This  may  not  necessarily  apply  to  those  new  facil¬ 
ities  which  constitute  a  desirable,  but  relatively  minor,  adjunct  to  existing  defense 
facilities. 

To  avoid  the  excessive  cost  and  the  resulting  social  di.slocation  attendant 
on  the  al)andonment  of  existing  production  facilities,  all  facilities  in  being  will  be 
maintained  in  use  as  required.  Every  effort  will  be  made  to  require  the  use  of 
existing  facilities  before  new  facilities  are  constructed. 

4.  The  urgency  of  dispersal  should  always  be  weighed  against  the  urgency  of 
the  re<iuireinent  for  timely  delivery  of  the  vital  product  involved. 

5.  Consistent  with  the  above,  the  objective  shall  be  to  avoid  the  tendency 
toward  overconcentration  of  critical  defense  facilities  in  target  areas. 

Reuben  B.  Robektson,  Jr.. 

Deputy  Secretary  of  Defense. 

Senator  (^vpeiiakt.  ^Nfr.  (''liairnian. 

Senator  Freak.  May  I  ask  one  more  question  on  this  suiiject.  What 
advantage  taxwise  does  an  industry  have  by  o-ivinu  effect  to  dispersal  ? 

Dr.  FnEytyriNG.  If  there  is  an  open  expansion  goal,  and  if  they  are 
going  to  build  a  facility  which,  let  us  say,  conies  within  an  o])en  expan¬ 
sion  goal,  and  they  apply  for  a  rapid  tax  amortization  certificate,  they 
will  not  he  given  that  certificate  unless  they  receive  advice  as  to  dis¬ 
persal  from  the  .Vrea  Development  Division  of  the  Department  of 
Commerce,  which  is  our  delegate  agency,  and  unless  they  follow  that 
advice. 

If  they  feel  there  ai’e  very  sound  reasons  for  not  following  the  ad¬ 
vice,  they  can  apply  to  us  for  an  exception,  and  sometimes  we  give  an 
exception.  But  I  think  it  might  be  interesting  to  juit  this  figure  into 
the  I'ecord,  iVIr.  Chairman.  If  you  take  the  whole  history  of  the  issu¬ 
ance  of  tax  amortization  certification  and  then  if  you  take  the  projects 
that  involve  a  capital  investment  of  a  million  dollars  or  more - 

Senator  Frear.  $1  billion? 

Dr.  Flemming.  A  million.  $1  million  or  more.  80  percent  of  those 
projects  have  conformed  to  the  advice  given  on  dispersal  in  connection 
witli  the  issuance  of  tax  amortization  certificates. 

Senator  Frear.  What  range  or  what  leeway  do  you  have  in  grant¬ 
ing  tax  amortization  ?  To  explain  it  further,  I  mean,  do  you  give  a  2- 
year,  or  a  5-year,  or  a  20-year  tax  advantage  to  an  industry? 

Dr.  Fle.-mmixg.  The  law  ]irovides  when  we  issue  a  certificate  they 
can  write  olf  in  5  years.  However,  we  do  have  this  administrative 
leeway.  We  can  decide  that  percentage  of  the  capital  investment 
IS  to  be  accorded  the  tax  writeoll  privilege.  On  an  average  it  has 
run  about  GO  i)ercent  of  the  ca])ital  investment.  Altogether,  since 
the  beginning  of  the  progi*am,  tax  amortization  certificates  have  been 
issued  which  total  around  or  which  represent  investments  of  about 
$32  billion. 

Senator  Frear.  That  is  $52  billion? 

I  )r.  Flemming.  That  is  right.  Of  that  $32  billion  about  $18  billion 
to  $19  billion  has  been  subject  to  the  rapid  tax  writeoff. 

Senator  Freak.  'I'ou  have  no  authority  to  change  the  5  years  but 
you  have  authority  to  change  the  jiercentage,  or  offer  that  5-year 
advantage  to  a  different  percentage  of  the  investment  ? 
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Dr.  Flemming.  That  is  right.  ]\Iay  I  correct  my  tigures?  I  was 
a  little  out  of  date.  The  total  is  $35  billion.  That  is,  the  tax  amortiza¬ 
tion  certificates  represent  capital  investments  amounting  to  $35  bil¬ 
lion,  and  of  that  $35  billion  we  have  given  a  tax  writeoff  of  $21  billion. 

Senator  Fkear.  Senator  Capehart. 

Senator  Capehart.  Mr.  Chairman,  1  would  like  to  ask  unanimous 
consent  to  have  placed  in  the  record  the  report  that  Dr.  Flemming 
made  on  defense  procurement  and  small  business.  You  remember 
we  wrote  into  the  act  last  year  a  rather  pointed  and  specified  and 
an  understandable  section  that  they  were  to  give  us  a  report  on  what 
was  happening  to  small  business  with  respect  to  defense  procurement. 
They  have  made  their  first  report,  but  I  cannot  find  the  date  on  it, 
Dr.  Flemming. 

Dr.  Flemming.  I  am  not  sure. 

Senator  Capehart.  I  do  not  believe  it  is  dated. 

Mr.  Tingling.  It  was  transmitted  to  us  on  Marcli  2. 

Senator  Capehart.  But  this  document  I  hold  in  my  hand  is  not 
dated.  However,  I  would  like  to  ask  unanimous  consent  that  it  be 
made  part  of  the  record  and  printed  at  the  conclusion  of  Dr.  Flem¬ 
ming’s  testimony. 

Senator  Frilvr.  'Without  objection  it  is  so  ordered. 

(Tlie  document  referred  to  appears  on  p.  54.) 

Dr.  Flemming.  Mr.  Chairman,  do  you  want  me  to  proceed  with 
my  testimony  ? 

Senator  Frear.  The  chairman  of  the  subcommittee  would  like 
to  give  all  of  the  advantages  possible  to  the  Senator  from  Utah  and 
the  Senator  from  Connecticut.  He  is  enjoying  the  position  that  each 
of  them  are  taking  here  today.  I  know  the  Senator  from  Utah  has 
to  get  off  to  another  committee  meeting. 

Senator  Bush.  I  have  no  questions.  I  would  be  glad  to  hear  Dr. 
Flemming  continue.  But  I  agree  with  you,  if  the  Senator  from  Utah 
lias  another  engagement  I  will  be  glad  to  yield  for  that  puiqiose. 

Senator  Frear.  Thank  you.  You  may  proceed.  Dr.  Flemming. 

Dr.  Flemming.  Mr.  Chairman,  as  1  indicated  at  the  beginning,  I 
am  very  happy  to  appear  here  to  support  the  President’s  request  as 
contained  in  his  state  of  the  Union  message  for  a  2-year  extension 
of  the  Defense  Production  Act. 

I  would  like  to  present  to  you  the  reasons  that  I  have  formerly  given 
to  the  House  Committee  on  Banking  and  Currency  for  believing  that 
the  authorities  in  this  act  are  essential  for  the  carrying  forward  of  both 
our  current  and  long-range  defense  mobilization  programs. 

As  the  President  pointed  out  in  his  state  of  the  T^nion  message,  the 
maintenance  of  a  strong  and  flexible  defense  program  requires  that 
current  militaiy  and  atomic  energy  programs  proceed  without  inter- 
nqition  and  that  we  have  a  broad  and  diversified  mobilization  base, 
which  will  reflect  new  requirements  resulting  from  changes  in  tech¬ 
nology  and  strategy. 

The  statement  of  Dolicy  of  the  Defense  Production  Act  recognizes 
both  of  those  objectives  and  the  authorities  provided  in  the  various 
titles  of  the  act  are  essential  to  meet  them. 

Since  current  and  long-range  programs  are  interdependent  to  a 
substantial  degree  I  desire  to  discuss  the  various  authorities  now  in  the 
act  in  relation  to  their  utility  for  each  type  of  program. 


22 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


The  priorities  and  allocations  authority  of  title  I  of  the  act  is  of 
<;reat  importance  to  the  ])rocurement  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commissi  on. 

To  maintain  the  necessary  level  of  defense  pi'ocurement  without 
interruption  during  a  period  when  the  requirements  of  an  expanding 
economy  for  materials  and  facilities  are  extremely  high,  it  is  necessary 
to  insure  a  preference  for  delivery  on  defense  orders. 

The  defense  materials  systeni,  as  operated  by  the  Department  of 
Commerce  under  a  delegation  made  under  the  authority  of  the  Defense 
Production  Act,  accomplishes  that  imi)ortant  purpose  by  requiring 
producei's  of  basic  forms  and  shapes  of  steel,  copper,  and  aluminum  to 
set  aside  certain  percentages  of  their  production  for  the  filling  of 
identified  defense  orders. 

This  device  also  insures  the  ecpiitahle  distribution  of  defense  orders 
among  the  various  producers  of  basic  items  and  leaves  to  each  pro¬ 
ducer  of  such  materials  a  relative  share  of  his  production  for  supplying 
his  customers  in  the  civilian  market. 

The  identified  orders  of  the  Department  of  Defense  and  the  Atomic 
Energy  Commission  are  given  a  preference  in  delivery  which  applies 
not  only  to  the  basic  materials  in  those  set-asides  hut  also  to  other 
materials,  such  as  nickel,  and  to  the  various  components  entering  into 
the  production  of  the  end  item  ordered. 

However,  the  use  of  the  priorities  and  allocations  authority  is  lim¬ 
ited  to  assuring  adequate  handling  of  defense  orders  as  required  by 
the  act.  It  does  not  operate  to  control  the  distribution  of  goods  in 
the  defense-supporting  and  civilian  elements  of  the  economy.  This 
is  in  accord  with  the  spirit  of  the  law  as  expressed  in  section  101  (b), 
which  provides  that — 

The  powers  granted  in  this  section  shall  not  he  used  to  control  the  general 
distribution  of  any  material  in  the  civilian  market  unless  tlie  President  finds 
(1)  that  such  material  is  a  scarce  and  critical  material  essential  to  the  national 
defense,  and  (2)  that  the  requirements  of  the  national  defense  for  such  material 
cannot  otherwise  be  met  without  creating  a  sigu'ficant  dislocation  of  the  normal 
distribution  of  such  material  in  the  civilian  market  to  such  a  degree  as  to  create 
appreciable  hardship. 

The  present  limited  operation  of  the  defense  materials  system,  in 
addition  to  meeting  current  military  requirements,  provides  us  with 
a  readiness  measure  of  extreme  importance.  It  is  a  mechanism  which 
could  be  expanded  in  time  of  mobilization  to  provide  for  the  more 
extensive  control  of  materials  in  the  civilian  market  which  would  be 
required  by  the  sharp  increase  in  defense  and  defense-supporting 
orders. 

Its  current  operation  insures  the  maintenance  of  the  requirements- 
gathering  machinery  in  the  producing  plants  and  their  suppliers  as 
well  as  in  the  Department  of  Defense  and  in  the  Atomic  Energy 
Commission. 

Prompt  employment  of  this  device  for  making  the  most  efficient 
defense  use  of  scarce  materials  is  of  great  importance  in  any  period 
of  substantial  mobilization  and  increases  in  value  in  proportion  to 
the  scarcity  of  materials  and  capacity.  If  this  country  were  to  suffer 
an  atomic  attack,  with  substantial  losses  of  material  and  productive 
capacity,  the  DMS  device  would  be  absolutely  essential  to  the  effective 
utilization  of  our  remaining  productive  resources  for  rehabilitation 
and  survival  and  to  wage  war. 
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With  respect  to  the  authorities  granted  by  title  III  of  the  act, 
the  current  programs  for  the  expansion  of  productive  capacity  and 
supply  are  not  so  readily  separable  from  the  long-range  preparedness 
programs  for  full  mobilization. 

Both  are  designed  to  make  it  possible  for  the  Nation’s  productive 
machine  to  produce  the  volume  of  goods  needed  to  wage  a  war  with 
the  least  possible  delay. 

In  connection  with  the  proposed  extension  of  title  III  authorities, 
however,  a  separate  discussion  of  these  programs  and  of  how  we  expect 
those  powers  to  be  used  to  meet  them  might  be  helpful. 

To  the  extent  that  the  program  to  provide  the  Nation  with  ade¬ 
quate  productive  capacity  deals  with  facilities  producing  items  in  sub¬ 
stantial  peacetime  demand,  it  can  be  said  that  the  job  is  nearing 
completion. 

Of  the  227  expansion  goals  established,  only  31  now  remain  open. 
It  was  32  up  to  Friday,  but  we  closed  1  on  Friday  so  it  is  only 
31  now. 

Combinations  of  tax  amortization  assistance  and  one  or  more  of  the 
forms  of  assistance  authorized  by  title  III  will  probably  be  necessary 
to  reach  some  of  the  goals,  while  in  other  cases  some  type  of  prepared¬ 
ness  measure  may  have  to  be  adopted  as  a  substitute  for  capacity  in 
being. 

The  use  of  authorities  in  the  act  for  preparedness  programs  de¬ 
signed  to  reduce  the  time  required  to  mobilize  in  the  event  of  an 
attack  was  recognized  by  the  1955  amendments  to  the  act. 

We  have  developed,  for  example,  a  program  to  procure  machine 
tools  to  round  out  existing  capacity  for  the  production  of  turbines 
and  turbine  gears  for  ship  propulsion.  This  program  is  now  being 
rechecked  fi’om  a  requirements  point  of  view  before  it  is  actually  put 
into  operation.  Wartime  requirements  for  capacity  for  which  there 
is  no  present  peacetime  need  can  be  met,  as  in  this  case,  by  the  instal¬ 
lation  in  private  plants  of  standby  production  lines  to  be  maintained 
by  the  producer. 

We  have  developed  a  machine  tool  pool  order  program  which  will 
permit  the  Government  to  enter  into  contracts  now  with  the  producers 
for  production  of  designated  tools  on  M-day.  The  contracts  will  be 
finalized  in  advance  and  production  under  them  can  commence  on 
M-day  upon  a  simple  notice  from  the  Government. 

The  authorities  in  title  III  and  the  borrowing  authority  available 
under  it  would  be  needed  to  carry  out  programs  of  these  types. 

In  the  event  of  an  enemy  attack  on  the  United  States  with  atomic 
weapons  we  could  expect  that  large  and  critical  segments  of  the  mobil¬ 
ization  base  would  be  destroyed  or  damaged. 

Rapid  restoration  of  key  facilities  would  be,  of  course,  an  essential 
factor  in  our  ability  to  wage  war  and  it  is  clear  that  substantial  assist¬ 
ance  from  the  Government  would  be  necessary. 

The  authorities  presently  existing  in  title  III  of  the  act,  together 
with  those  in  title  I,  could  be  used  to  take  many  important  steps  to 
achieve  that  objective. 

Funds,  scarce  materials,  and  production  equipment  could  be  pro¬ 
vided  for  the  most  critical  restoration  jobs. 

We  feel  that  one  of  our  unfinished  jobs  is,  in  cooperation  with  the 
Federal  Civil  Defense  Administration,  to  determine  whether  there 
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are  existing  gaps  in  our  mobilization  base  wliicb,  if  closed  now,  would 
expedite  survival  and  rehabilitation  operations  following  an  attack. 

If  such  gaps  are  identified  and  if  they  in  all  probability  will  not  be 
closed  as  a  part  of  normal  peacetime  operations,  it  may  be  necessary 
to  use  the  authorities  under  this  title  to  deal  with  such  situations. 

The  funds  for  expansion  programs  are  made  available  through  the 
borrowing  authority"  of  section  oOI  of  the  act. 

Of  the  $2.1  billion  authorized  by  the  section,  a  little  over  $1.7  billion 
has  been  certified  for  obligation  during  the  oi/^  years  since  the  ])ro- 
gram  was  initiated.  About  $400  million  remains  for  future  certifica¬ 
tion. 

This  balance  is  adequate  for  ])rograms  now  in  the  ])lanning  staire. 
If  in  the  future  an  increase  is  required  we  shall  ])resent  that  i‘e(iuire- 
ment  and  its  justification  to  the  Congress  in  the  ordinary  course. 

Title  VII  of  the  act  provides  a  number  of  supjdementary  authori¬ 
ties  which  are  necessary  to  the  exercise  of  the  jiowers  granted  in  the 
preceding  titles  and,  in  addition,  includes  two  specific  authorizations 
necessary  to  our  mobilization  ])rograni. 

The  voluntary  agreements  authority  of  section  708  provides  a 
mobilization  tool  of  gq'eat  inqiortance  for  current  defense  and  for 
wartime  use. 

It  authorizes  an  exempton  from  the  antitrust  laws  for  ])rivate  par¬ 
ties  engaged  in  combined  actions  found  to  be  in  the  })ublic  interest 
as  contributing  to  the  national  defense. 

Thider  this  authority  there  are  in  force  28  agreements,  20  of  them 
integration  or  production  committees  of  the  Department  of  Defense. 

Committees  consisting  of  all  contractors  with  the  Dejnirtment  for 
a  particular  military  end  item  are  able,  tln’ongh  the  exchange  of  in¬ 
formation,  techniques  and  ])rocesses,  to  develop  ju’oduction  pi'actices, 
standardized  parts  and  other  devices  for  achieving  a  more  efficient 
and  uniform  products  with  greater  economy. 

In  accordance  with  the  1955  amendment  to  section  708,  member¬ 
ship  on  these  committees  is  being  ex])anded  to  include  standby  con¬ 
tractors  and  other  qualified  prospective  ])roducers.  This  will  result  in 
a  broader  base  of  producei's  with  information  on  the  standai-d  ])ro- 
duction  techniques  developed  through  the  joint  action  of  the  com¬ 
mittees. 

These  committees  thus  perform  a  valuable  service  for  current  mili¬ 
tary  programs  and  also  ])rovided  a  broad  base  for  the  expansion  of  pro¬ 
duction  which  would  become  immediately  urgent  in  time  of  war. 

Two  other  agreements,  one  dealing  with  tanker  capacity  and  the 
other  foreign  petroleum  su])])ly  are  in  the  process  of  amendment  as 
a  result  of  the  Attoi-ney  General's  review  of  all  outstanding  agree¬ 
ments  as  directed  by  the  1955  amendments. 

In  each  of  these  agreements  the  Attorney  General  found  that  from 
the  antitrust  viewpoint  certain  modifications  were  indicated,  and  after 
consultations  with  the  interested  agencies  we  were  able  to  work  out 
amendments  which  would  meet  his  objections  and  yet  ]irovide  a  mecha¬ 
nism  which  would  serve  to  achieve  the  imi)oitant  national  defense  ob¬ 
jectives  of  the  agreements. 

Each  of  these  agi-eements  contains  the  im]iortant  defense  provision 
foi‘  a  stepped  up  program  in  time  of  war,  a  device  Avhich  would  permit 
the  maximum  eft’ectiA’e  use  of  facilities  and  supplies  covered  by  the 
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apTeements  on  a  voluntary  basis  without  the  necessity  for  Government 
allocation. 

All  of  the  existinp;  agreements  have  current  and  wartime  value 
and  in  the  event  of  trouble  the  need  for  sudi  agreements  woidd  un¬ 
doubtedly  increase,  probably  in  more  areas  than  are  presently  author¬ 
ized  by  the  law. 

The  1955  amendments  added  a  new  subsection  to  section  710  of 
the  act  authorizing  a  program  whicli  we  believe  to  be  of  tremendous 
importance  as  a  readiness  measure — the  executive  reserve  program. 

In  accordance  with  the  provisions  of  that  subsection  and  of  Execu¬ 
tive  Order  10660,  each  agency  having  mobilization  responsibilities 
is  authorized  to  set  up  and  train  a  reserve  of  ])ersons  from  private  life 
and  from  Government  to  fill  executive  positions  in  the  Federal  Gov¬ 
ernment  in  time  of  mobilization. 

Under  this  program  the  agencies  will  select  persons  qualified  to  fill 
key  positions  and  will  secure  their  agreement,  backed  up  by  their  em¬ 
ployers,  to  be  available  for  service  in  the  event  of  mobilization. 

Central  rosters  will  be  maintained  to  provide  information  on  the 
program  and  to  avoid  duplication  of  requests  to  participate  and  ex¬ 
cessive  calls  on  any  single  concern. 

Reservists  will  be  trained  in  the  operation  of  the  Government  as 
well  as  in  the  various  mobilization  plans  of  importance  to  their  war¬ 
time  posts  and  will  participate  in  test  exercises  similar  to  Operation 
Alert  1955. 

The  immediate  availability  of  such  a  reserve,  capable  and  informed, 
to  perform  the  many  urgent  administrative  jobs  would  meet  one  of  the 
most  difficult  problems  of  a  rapid,  full-scale  mobilization. 

In  this  connection  I  should  mention  the  authority  to  hire  con¬ 
sultants  and  experts  on  a  without-compensation  or  a  when-actually- 
employed  basis. 

After  its  careful  review  of  this  subject  last  year  the  committee  is 
aware,  I  am  sure,  of  the  importance  of  these  provisions  to  secure  the 
advice  and  experience  of  men  from  the  many  segments  of  the  economy 
with  which  the  mobilization  progi’am  must  deal. 

In  time  of  war,  those  men  will  be  needed  to  assist  in  carrying  out 
various  parts  of  that  program  and  many  will  have  to  be  employed 
on  a  similar  basis. 

Wliile  many  people  from  private  life,  including  some  of  the 
executive  reservists,  will  be  willing  and  able  to  serve  on  a  salary  basis, 
others  will  be  unable  to  do  so  and  we  should,  of  course,  be  in  a  position 
to  acquire  the  services  of  such  people. 

The  additional  statutory  restrictions  placed  on  such  employment 
by  the  Congress  last  year  have  had  no  adverse  eft’ects  as  far  as  ODM 
is  concerned  on  our  ability  to  acquire  or  retain  the  necessary  services. 

Senator  Bush.  Would  you  pause  for  a  moment?  I  remember  the 
debate  on  that  issue.  What  were  the  additional  statutory  restrictions 
that  were  placed  on  it  ?  Can  you  refresh  my  memory  on  that  ? 

Dr.  Flemming.  There  were  two  principal  ones.  One  that  these  per¬ 
sons  are  to  serve  only  in  a  consultant  capacity  on  policy  matters;  and 
the  other  is  they  are  to  file  with  the  Federal  Register  a  list  of  the  com¬ 
panies  in  which  they  have  interests.  They  do  not  have  to  identify  the 
number  of  shares  they  own,  or  anything  of  that  kind,  bnt  just  a  list 
of  the  companies  in  which  they  have  interests. 
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Senator  Bush.  That  is  very  interesting. 

Dr.  Flemming.  No.  That  is  right. 

Senator  Bush.  That  is  very  interesting. 

Dr.  Flemming.  To  continue: 

We  have  curtailed  the  number  of  WOC’s  on  our  rolls  but  that 
action  merely  reflects  our  desire  to  carry  out  the  necessary  admin¬ 
istrative  processing  only  with  respect  to  those  actively  engaged  in 
providing  advice  to  the  agency.  '\Wien  and  if  the  occasion  should 
again  arise  for  the  sei’vices  of  those  previously  retained  on  the  rolls 
in  a  standby  basis,  the  necessary  processing  can  be  done  then. 

As  T  have  indicated,  the  authorities  now  existing  in  the  act  are 
urgently  needed  for  current  military  and  atomic-energy  programs, 
for  mobilization-planning  activities  including  an  increasing  number 
of  preparedness  programs  and  for  immediate  use  in  the  event  of  full 
or  partial  mobilization. 

The  scope  of  these  programs  and  the  assumptions  upon  which  they 
are  based  clearly  indicate  that  they  must  be  pureued  and  continuously 
revised  for  some  time  to  come— these  are  not  short-range  programs. 

AVe  believe  that  the  authorities  in  the  act  are  adequate,  for  the 
present  at  least,  and  we  are  requesting  no  amendments  at  this  time. 

We  do  believe,  however,  that  because  of  the  long-range  nature  of 
the  programs  the  act  should  be  extended  for  2  years. 

The  only  other  change  w^e  are  reque.sting  is  the  corollary  extension 
for  2  years  of  the  period  of  time  over  which  expansion  contracts 
under  section  303  may  extend. 

Mr.  Chairman,  that  concludes  the  presentation  of  my  testimony  in 
sup])ort  of  the  President’s  request  for  the  extension  of  the  act. 

Senator  Freak.  Dr.  Flemming,  I  have  a  rather  long  list  of  ques¬ 
tions  that  I  think  can  be  answered  without  too  much  detail  and,  if 
)iot,  the  answer  can  be  supplied  at  a  later  date.  I  do  not  want  to  take 
the  time  of  the  other  members  of  the  subcommittee,  but  I  would  be 
happy  if  they  would  jiarticipate  in  this.  First,  I  would  like  to  ask 
Senator  Capehart  if  he  has  any  questions  ? 

Senator  CArEiiAUT.  Not  at  the  moment.  No.  I  prefer  to  listen  to 
you  here. 

Senator  Frear.  Senator  Bush? 

Senator  Bush.  Dr.  Flemming,  I  introduced  this  year,  on  January 
5.  Senate  bill  2857,  which  is  a  bill  to  provide  for  Federal  procurement 
of  materials  and  supplies  in  major  disaster  areas.  This  is  a  bill  I 
introduced  as  a  result  of  the  flood  disasters  of  1955,  both  in  the 
Northeast  and  the  Northwest.  I  plan  to  jiresent  this  as  an  amendment 
to  S.  3407. 

(The  amendment  referred  to  follows:) 

[S.  3407,  84th  Cong.,  2d  seas.] 

AMENDMENT  Intended  to  be  proposed  by  Mr.  Bush  (for  himself,  Mrs.  Smith 
of  Maine,  Mr.  Purtell,  Mr.  Martin  of  Pennsylvania,  Mr.  Payne,  Mr.  Beall 
Mr.  Ives,  Mr.  Smith  of  New  .lersey.  Mr.  Duff,  and  Mr.  Kuchel)  to  the  bill  (s! 
.1407)  to  extend  the  Defense  Production  Act  of  lO.'iO,  as  amended,  and  for  other 
purposes,  viz :  On  page  1,  after  line  10,  insert  the  following  new  sections  : 

Sec.  3.  Section  2  of  said  Act  is  amended  by  adding  the  foilowing  new  sentence 
at  the  end  of  section  2 :  “Our  mobilization  effort  further  refjuires  that  certain 
areas  which  have  been  or  may  be  afllii-ted  by  a  ma.i'or  disaster,  as  such  term  is 
defined  in  the  Act  of  September  30,  1950  (  64  Stat.  1109),  be  rehabilitated  and 
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restored  to  normal  condition  as  expeditiously  as  possible,  in  order  to  maintain  a 
broad  potential  base  for  economic  mobilization.” 

(b)  Said  Act  is  further  amended  by  inserting  the  following  as  a  new  section 
and  heading : 

“disaster  ARE-VS 

“Sec.  714.  Upon  the  occurrence  of  a  major  disaster  as  defined  in  the  Act  of 
September  30, 1950  (  64  Stat.  1109),  in  any  area  which  in  the  opinion  of  the  Presi¬ 
dent  is  an  imjKirtant  source  of  goods  or  services  needed  in  the  event  of  economic 
mobilization,  he  is  hereby  authorized  and  directed,  notwithstanding  any  provi¬ 
sion  of  law  to  the  contrary,  to  arrange  for  immediate  awards,  to  the  maximum 
practicable  extent,  of  negotiated  contracts  for  procurement  of  materials  or  serv¬ 
ices  needed  by  the  Federal  Government  to  victims  of  such  major  disaster  capable 
of  fulfilling  such  contracts  in  a  satisfactory  manner.” 

Sec.  4.  (a)  Section  3  of  the  Act  to  authorize  Federal  assistance  to  States  and 
local  governments  in  major  disasters,  and  for  other  purposes,  approved  Septem¬ 
ber  30,  1950  (64  Stat.  1109),  is  amended  by  striking  out  the  word  “and”  before 
“(d)”  the  first  time  this  symbol  appears  in  the  first  sentence  of  said  section,  and 
by  inserting  a  comma  after  “(d)”  the  .second  time  said  symbol  appears  in  said 
sentence  and  adding  the  following  after  such  comma:  “and  (e)  by  pro¬ 
curing  from  private  enterpri.se  engaged  in  business  in  the  area  affected  by  such 
major  disa.ster,  by  negotiated  contract  or  otherwi.se,  materials  or  seiwices  of  use 
to  the  Federal  Government,  in  the  opinion  of  the  President.” 

(b)  Section  8  of  said  Act  is  amended  by  striking  out  “$5,000,000”  and  inserting 
in  lieu  thereof  “$15,000,000”. 

Dr.  Flemming.  Yes. 

Senator  Bush.  We  have  asked  for  a  report  from  you  on  that. 
Have  you  liad  a  chance  to  give  that  any  thought  yet  ? 

Dr.  Flemjiing.  Pardon  me  just  a  minute. 

It  has  not  come  to  my  personal  attention.  My  counsel  tells  me  our 
proposed  repoit  is  that  the  Bureau  of  the  Budget  in  accordance  with 
the  regular  procedure. 

Senator  Bush.  Do  you  happen  to  recall  the  nature  of  your  report, 
or  would  you  rather  not  comment  on  that  at  this  time?  I  will  not 
press  3mu  for  an  answer. 

Mr.  Kendall.  I  do  not  suppose  we  shoidd  comment  until  the  Bu¬ 
reau  gives  us  clearance  on  it,  sir. 

Dr.  Flemming.  I  might  say,  however,  Senator  Bush,  that  it  seems 
to  me  to  be  clear  that  the  objective  that  you  have  in  mind  in  that 
bill  is  consistent  with  the  actions  that  we  took  following  the  flood 
disaster  both  in  New  England  and  also  on  the  west  coast.  As  you 
know,  I  did  issue  orders  which  were  designed  to  give  preferential  con¬ 
sideration  to  plants  in  those  areas. 

Senator  Bush.  Yes. 

Dr.  FLEyiMiNG.  And  I  would  like  to  say  this :  I  feel  that  the  three 
services  responded  to  that  order  in  a  very  fine  way. 

Senator  Bush.  Yes;  I  certainlj'  confirm  that.  I  congratulate  you 
and  also  the  services  on  the  way  you  did  approach  that  matter.  I 
thought  you  would  like  to  be  fortified  with  this  one  so  you  could  see 
the  Congress  is  in  agreement  with  the  postition  you  have  taken. 

Dr.  Flemming.  I  am  not  familiar  with  the  content  of  the  document 
that  is  over  at  the  Bureau  of  the  Budget  so  I  am  not  subject  to  the 
same  inhibition  that  my  General  Counsel  is,  and  I  will  simply  say 
I  am  in  complete  sjmipathy  with  the  objectives  of  your  bill.  I  may  be 
in  trouble,  but,  if  I  am,  I  will  argue  it  out  within  the  executive 
branch.  Because  it  is  certainly  consistent  with  the  action  that  the 
executive  branch  took. 
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Senator  Bush.  I  think  it  is,  entirely.  In  fact,  it  almost  suggested 
this. 

Dr.  FiaoiMiNG.  That  is  right. 

Senator  Frear.  Is  that  all,  sir? 

Senator  Bush.  Yes.  I  do  want  to  congratulate  Dr.  Flemming  on 
the  very  excellent  statement  reviewing  the  whole  operation  of  the 
Defense  Production  Act.  I  think  it  is  an  excellent  statement  and 
gives  a  very  clear  picture  of  the  situation. 

Dr.  Flemming.  Thank  you,  Senator. 

Senator  Frear.  Dr.  Flemming,  if  there  are  no  objections,  I  will 
proceed  with  the  questions. 

Dr.  Flemming.  Fine. 

Senator  Frear.  I  understand  that  you  have  a  number  of  orders 
out  providing  set-asides  for  orders  identified  with  the  Defense  and 
Atomic  Energy  Commission  programs.  What  materials  are  being 
allocated  in  this  fashion  ? 

Dr.  Fleaiming.  As  I  indicated  in  my  direct  testimony,  steel,  copper, 
and  aluminum. 

Senator  Frear.  And  might  I  say  nickel  ? 

Dr.  Flemming.  Well,  in  connection  with  the  steel.  I  mean  you 
have  subsidiary  materials  that  come  in  under  the  system  also.  And 
we  do,  for  example,  get  an  indication  of  what  the  requirements  for 
nickel  are  going  to  be,  and  in  connection  with  the  steel  set-asides  the 
nickel  producers  also  receive  symbols.  Defense  and  AEC  symbols. 

Senator  Frear.  I  have  some  questions  about  nickel  later.  Doctor. 

Dr.  Flemming.  O.  K. 

Senator  Frear.  IMay  I  also  say  when  any  of  these  questions  are 
asked,  if  you  prefer  to  give  a  later  answer  for  the  record,  certainly  it 
is  qiiite  all  right. 

Dr.  Flemming.  Thank  you. 

Senator  Frear.  Could  you  give  me  a  complete  list  of  all  of  the 
orders  of  this  sort — that  is,  as  pertaining  to  the  Defense  and  Atomic 
Energy  Commission  programs  ? 

Dr.  IPlemming.  I  would  be  very  happy  to. 

(The  material  referred  to  follows :) 

Pkiorities  and  Allocations  Regulations  and  Okueks 

Following  is  a  list  of  priorities  and  allocations  regulations  and  orders  pre.sently 
in  operation  under  the  defense  materials  system  and  related  priorities  system. 
These  regulations  and  orders  are  administered  by  the  Business  and  Defense 
Services  Administration  of  the  Department  of  Commerce. 

1.  BDSA  Regulation  2  (basic  rules  of  the  priorities  system)  :  Contains  the 
rules  on  preferential  treatment  to  be  given  to  defense  orders. 

2.  BDSA  Regulation  3  (operations  of  the  priorities  and  allocations  systems 
between  Canada  and  the  United  States)  :  Contains  provisions  for  giving  prefer¬ 
ential  treatment  to  United  States  defense  orders  placed  with  suppliers  in  Canada 
and  to  Canadian  defense  orders  placed  with  suppliers  in  the  United  States. 

3.  DMS  (Defense  Materials  System)  Regulation  1  (basic  rules  of  the  defense 
materials  system)  ;  Contains  the  rules  covering  the  use  of  materials  allotments 
and  preference  ratings  for  defense  production. 

4.  DMS  Regulation  2  (construction  under  the  defense  materials  .system)  : 
Contains  the  rules  covering  the  use  of  materials  allotments  and  preference 
ratings  for  defense  construction. 

5.  BDSA  Order  M-IA:  Contains  rules  for  the  production  and  distribution  of 
steel  mill  i)roducts  under  tbe  defense  materials  system. 

6.  BDSA  Order  M-.5A :  Contains  rules  for  tlie  production  and  distribution  of 
aluminum  under  the  defense  materials  system. 
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7.  BDSA  Order  M-llA:  Contains  rules  for  production  and  distribution  of 
copper  under  the  defense  materials  system. 

8.  BDSA  order  M-17  (components  and  parts)  :  Provides  for  equitable  distri¬ 
bution  of  defense  rated  orders  among  manufacturers  of  specified  components  or 
parts. 

9.  BDSA  order  M— 11  (metalworking  machines,  delivery)  ;  Regulates  the  deliv¬ 
ery  of  specified  metalworking  machines  on  defense  rated  orders. 

10.  BDSA  order  M— 13A  (construction  machinery,  distribution)  :  Provides  for 
the  equitable  distribution  of  defense  rated  orders  among  manufacturers  of 
specified  types  of  construction  machinery. 

11.  BDSA  order  M-107  (titanium  mill  products)  :  Provides  for  the  distribu¬ 
tion  of  titanium  mill  jiroducts  to  meet  defense  requirements. 

Dr.  Feeimming.  Mr.  Chairman,  I  think  possibly  it  might  be  help¬ 
ful,  since  I  have  got  just  a  very  brief  statement  on  the  way  the  DMS 
system  operates,  if  I  gave  it  right  at  this  time,  because  other  ques¬ 
tions  may  relate  to  it,  and  we  can  refer  back  to  it.  It  will  only  take 
me  about  3  minutes. 

Senator  Frear.  All  right. 

Dr.  Flemming.  Under  the  defense  materials  system,  the  Depart¬ 
ment  of  Defense  and  the  Atomic  Energy  Commission  provide  a  state¬ 
ment  of  the  quantities  of  steel,  cojijier,  and  aluminum  needed  each 
quarter  to  meet  their  production  and  construction  programs  for  de¬ 
fense.  Consequently,  steel,  copper,  and  aluminum  are  known  as  con¬ 
trolled  materials. 

Each  jiroducing  unit  in  the  three  controlled-materials  industries  is 
told  its  share  of  this  defense  requirement  by  the  Dusiness  and  Defense 
Service  Administration  of  the  Department  of  C^ommerce.  The  mills 
then  reserve  a  portion  of  their  total  production  for  defense  orders  in 
accordance  with  the  directives  they  receive  from  the  Deiiartment  of 
Commerce. 

Defense  contractors  and  subcontractors  are  authorized  to  use  their 
defense-program  symbols  to  identify  their  orders  for  acceptance 
within  the  military  space  reservations  at  the  mills.  Similar  authority 
in  the  form  of  })reference  rating  is  granted  defense  contractors  for 
purchase  of  products  and  materials  other  than  controlled  materials 
needed  to  complete  their  defense  production  or  construction  schedule. 

Authority  to  use  defense-program  symbols  is  obtained  as  follows : 

Manufacturers  of  class  A  products  for  defense  programs  receive 
authorized  production  schedules,  allotment  authority  to  purchase  con¬ 
trolled  materials,  and  preference  rating  authority  for  other  materials. 
This  is  done  on  the  basis  of  information  furnished  by  them  on  Depart¬ 
ment  of  Commerce  forms. 

Then  the  manufacturers  of  class  B  products  or  supporting  products 
who  receive  rated  orders  from  customers  engaged  in  military  and 
AEG  programs  are  authorized  to  self-assign  a  symbol  to  identify 
their  purchases  of  controlled  materials  and  other  production  mate¬ 
rials  needed  to  fill  these  rated  orders.  This  means  that  the  manufac¬ 
turers  of  class  B  products  are  not  required  to  file  application  for 
controlled  materials. 

Authorizations  and  related  allotments  for  defense  construction  are 
made  in  similar  fashion,  and  manufacturers  of  classes  A  and  B 
products  who  are  unable  to  obtain  supplies  for  maintenance,  repair, 
and  operating  purposes  needed  to  fill  i-ated  orders  are  permitted 
under  this  DMS  system  to  self-authorize  orders  to  obtain  them. 

Senator  Frear.  What  percentage  of  each  kind  of  material  is  set 
aside  for  the  military  ? 
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Dr.  Flemming.  Fated  orders  of  the  Department  of  Defense  and  the 
Atomic  Energy  Commission,  covering  all  programs  of  those  agencies 
and  programs  directly  related  and  including  B  products  entering  into 
them,  are  estimated  for  the  second  quarter  of  19.56  to  involve  approxi¬ 
mately  3  percent  of  the  total  supply  of  steel,  7  percent  of  the  supply  of 
copper,  and  9  percent  of  the  supply  of  aluminum. 

Senator  Fkear.  Fight  at  this  point,  without  objection,  I  would 
like  to  make  a  part  of  the  record  a  letter  from  Dr.  Flemming  to  the 
chairman  of  the  full  committee  dated  April  19.  That  is  in  reply 
to  a  letter  of  February  22  to  you.  It  is  along  this  line. 

Dr.  P'lemming.  All  right. 

(The  letter  referi'ed  to  follows:) 

Executive  Office  of  the  President, 

Office  of  Dei'ense  Mobilization, 
Washington;  D.  C.,  April  19,  1956. 

Hon.  .1.  VV.  Fulbright, 

Chairnian,  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington,  D.  C. 

De.\r  Senator  Fit, bright:  Tliis  letter  is  in  further  reply  to  your  letter  of 
February  22,  19.56,  relative  to  shortages  of  steel  supplies. 

While  the  Office  of  Defense  Mobilization  maintains  policy  control  over  the 
defense  materials  system,  the  operational  aspects  of  the  system  including  the 
setting  aside  of  steel,  copper,  and  aluminum  to  cover  the  Department  of  Defense 
and  the  Atomic  Energy  Commission  requirements  at  the  mills,  and  the  collec¬ 
tion  of  supply  and  shipment  data,  have  been  delegated  to  the  Department  of 
Commerce.  Inasmuch  as  you  also  sent  your  reiiuest  to  Commerce,  we  are  not 
attempting  to  duplicate  in  this  letter  the  information  they  would  normally  send 
you. 

With  respect  to  Department  of  Defense  and  Atomic  Energy  Commission 
requirements,  the  shape  and  form  detail  by  individual  program,  i.  e.,  ships, 
tanks,  aircraft,  is  classified.  The  total  Defense  and  AEC  allotments  under  the 
Defense  Materials  system  are  shown  below  and  are  not  classified. 


Carbon  steel 
(tons) 

Alloy  steel 
(tons) 

Nickel  bear¬ 
ing  stainless 
steel  (thou¬ 
sand  pounds) 

1st  quartor  1955 . . . .  .  . . . . 

466, 088 

122, 457 

26, 656 

2d  quarter  1955  _ _  _ _  .  .  _  . 

545,  255 

124, 100 

23,296 

3d  quarter  1955 .  _  . . .  . . . 

572,  289 

112,921 

23,497 

4th  quarter  1955 . . . 

541,614 

100,  402 

25, 150 

1st  quarter  195fi. . . . . . . 

527,  259 

102, 023 

25,953 

2d  quarter  195(i  . . . . . . . 

500, 197 

92, 916 

28, 439 

3d  quarter  195(i _ _ _ _ _ _ _ 

489, 864 

87,  052 

30,506 

The  Iron  and  Steel  Division  of  BDSA,  Commerce,  informs  us  that  Defense  and 
AEC  requirements  represent  about  .3  percent  of  total  supply  with,  of  course, 
some  variations  depending  upon  the  kinds  and  shapes  of  steel.  Actual  ship¬ 
ments  against  rated  orders  are  reported  to  run  lower,  about  2  percent  of  supply. 

On  an  overall  basis,  we  expect  to  see  a  slight  deciine  in  Defense  and  AlBC 
requirements  for  the  remainder  of  liifiG. 

This  office  has  no  direct  knowledge  of  the  manner  in  which  steel  producers 
distribute  their  output  to  industry.  Under  the  defense  materials  system  records 
are  kept  only  for  Department  of  Defense  and  AEC  rated  orders.  It  is  suggested 
that  the  Department  of  Commerce  can  best  supply  a  judgment  on  this  question 
since  they  do  have  daily  contacts  with  the  industry. 

It  is  felt  that  current  steel  shortages  are  caused  to  a  considerable  extent  by 
a  shortage  of  steel  ingots.  However,  the  American  Iron  &  Steel  Institute  re¬ 
ports  that  the  industry  is  expanding  ingot  capacity  at  the  rate  of  4  million  tons 
annually  for  the  next  3  years  without  Government  incentive.  Although  this 
expan.sion  program  will  itself  require  large  quantities  of  structural  steel,  the 
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increased  capacity  should  operate  gradually  to  relieve  the  current  shortage  of 
StOGl  slltipGS. 

I  cannot  suggest  any  Government  actions,  legislative  or  othervpise,  which 
would  serve  to  alleviate  the  current  steel  shortages. 

If  I  can  provide  you  with  further  information  on  this  matter  please  call  upon 
me. 


Sincerely  yours, 


Arthur  S.  Flemming,  Director. 


Senator  Freak.  Are  these  orders  necessary  in  order  to  get  material 
for  the  military,  or,  to  put  it  another  way,  are  these  orders  more  of 
assistance  to  the  military  in  getting  the  materials  or  are  they  more  of 
a  means  of  spreading  defense  orders  around  so  that  no  supplier  is 
overburdened  with  military  orders? 

Dr.  Feemming.  Both  objectives  are  achieved  by  the  use  of  the 
system. 

Senator  Fkeak.  Transportation  orders  T-1  and  T-2  prevent  Ameri¬ 
can  ships  and  planes  from  carrying  cargo  destined  for  Communist 
China  and  North  Korea  and  prevent  American  ships  and  planes  from 
going  to  those  areas.  These  orders  were  issued  under  title  I  of  the 
Defense  Production  Act,  were  they  not  ? 

Dr.  Flemming.  I  would  have  to  check  that,  Mr.  Chairman.  I 
assume  that  they  are  probably  orders  that  were  issued  some  years  ago. 
1  would  want  to  check  them  before  commenting  on  them. 

Senator  Capehakt.  How  long  ago  w^ere  these  T-1  and  T-2  orders 
issued  ? 

Dr.  Flemming.  T  would  have  to  supply  that  for  the  record. 

Senator  Capehakt.  "Was  it  not  in  1950  ? 

Dr.  Flemming.  I  would  think  it  would  be  around  1950  or  1951.  In 
other  words,  in  connection  with  the  Korean  hostilities  I  assume. 

Senator  Freak.  Yes,  I  think  that  is  right. 

(The  orders  referrecl  to  follow :) 


U.  S.  Department  of  Commerce 


T-1 

December  8,  1950 


office  of  the  under  secretary 


TITLE  32A— NATIONAL  DEFENSE,  APPENDIX 
Chapter  X — Under  Secretary  for  Transportation,  Department  of  Commerce 

[Transportation  Order  T-1] 

PART  1101 - SHIPPING  RESTRICTIONS 

This  order  is  found  necessary  and  appropriate  to  promote  tlie  national  defense 
and  is  is.sued  pursuant  to  the  authority  granted  hy  section  101  of  the  Defense 
Production  Act  of  1950.  Consultation  with  industry  in  advance  of  the  issuance 
of  this  order  has  been  rendered  impracticable  liy  the  need  for  immediate  issuance. 

Sec. 

1101.1  Prohibited  transportation  and  discharge. 

1101.2  Applications  for  adjustment  or  exceptions. 

1101.3  Reports. 

1101.4  Records. 

1101.5  Defense  against  claims  for  damages. 

1101.6  Violations. 

Authority;  §§  1101.1  to  1106.6,  issued  under  sec.  704,  Pub.  Law  774,  81st  Cong.  In¬ 
terpret  or  apply  secs.  101,  705,  Pub.  Law  774,  81st  Cong.,  sec.  101,  E.  O.  10161,  Sept.  0, 
1950,  15  F.  R.  6105. 

§  1101.1  ProhiMted  transportation  and  discharge.  No  person  shall  trans¬ 
port  in  any  ship  documented  under  the  laws  of  the  United  States  or  in  any  air¬ 
craft  registered  under  the  laws  of  the  United  States  any  commodity  at  the  time 
on  the  Positive  List  (as  amended  from  time  to  time)  of  the  Comprehensive  Ex¬ 
port  Schedule  of  the  Office  of  International  Trade,  Department  of  Commerce 
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(15  CFR  Parts  370-399),  any  article  on  the  list  of  arms,  ammunition,  and  imple¬ 
ments  of  war  comins  within  the  meaning  of  Proclamation  No.  2776  of  April  15, 
1948,  issued  pursuant  to  section  12  of  the  Joint  Resolution  approved  November  4, 
1939  (  54  Stat.  10;  22  U.  S.  G.  462),  or  any  commodity,  including  fissionable  mate¬ 
rials,  controlled  for  export  under  the  Atomic  Energy  Act  of  1946  (10  CFR  Parts 
40  and  50),  to  any  destination  at  the  time  in  Sub-Group  A  of  the  Comprehensive 
Export  Schedule  (15  CFR  371.3  (a) ),  to  Hong  Kong,  or  to  Macao,  and  no  p('rson 
shall  discharge  fi-om  any  such  ship  or  any  such  aircraft  any  such  commodity 
or  article  at  any  such  port  or  at  any  other  iiort  in  transit  to  any  such  desti¬ 
nation.  unless  a  validated  export  license  under  the  Exixn-t  Control  Act  of  1949  or 
under  section  12  of  said  Joint  Resolution  approved  November  4,  1939,  has  been 
obtained  for  the  shipment,  or  unless  authorization  for  the  shipment  has  been 
obtained  from  the  Under  Secretary  for  Transportation.  This  prohibition  ap¬ 
plies  to  the  owner  of  the  shii)  or  aircraft,  the  master  of  the  ship  or  aircraft,  and 
an.y  other  ofiicer,  employee  or  agent  of  the  owner  of  the  ship  or  aircraft  who 
participates  in  the  tran.siwrtatlon.  The  coiusular  officers  of  the  United  States  are 
furnished  with  current  information  as  to  commodities  on  the  I’ositive  List  and 
will  advise  whether  commodities  are  currently  on  that  List. 

§  1101.2  Applications  for  adjustment  or  exceptions.  Any  person  affected  by 
any  provision  of  this  part  may  tile  an  application  for  an  adjustment  or  exception 
upon  the  ground  that  such  provision  works  an  exceptional  hardship  upon  him, 
not  suffered  by  others,  or  that  its  enforcement  against  him  would  not  be  in  the 
interest  of  the  national  defense  pro.gram.  Such  an  application  may  he  made  by 
letter  or  telegram  addressed  to  the  Under  Secretary  for  Transportation,  Wash¬ 
ington  25,  D.  C.,  reference  T-1.  If  authorization  is  requested,  any  such  appli¬ 
cation  should  specify  in  detail  the  material  to  he  shipped,  the  name  and  address 
of  the  shipper  and  of  the  recipient  of  the  shipment,  the  i>orts  from  which  and 
to  which  the  shipment  is  being  made  and  the  use  to  which  the  material  .shipped 
will  be  put.  The  application  should  also  si)ecify  In  detail  the  facts  M’hich  support 
the  applicant’s  claim  for  an  exception. 

§  1101.3  Reports.  Persons  subject  to  this  part  shall  submit  such  reports  to 
the  Under  Secretary  for  Transportation  as  he  shall  require,  subject  to  the  terms 
of  the  Federal  Reports  Act. 

§  1101.4  Records.  Each  person  participating  in  any  transaction  covered  by 
this  i)art  shail  retain  in  his  possession,  for  at  least  two  years,  records  of  ship¬ 
ments  in  sullicient  detail  to  permit  an  audit  that  determines  for  each  transaction 
that  the  provisions  of  this  part  have  been  met.  This  does  not  specify  any  par¬ 
ticular  accounting  method  and  does  not  require  alteration  of  the  system  of 
records  customarily  maintained,  provided  such  records  supply  an  adequate  basis 
for  audit.  Records  may  be  retained  in  the  form  of  inicrotiim  or  other  photo¬ 
graphic  copies  instead  of  the  originals. 

§  1101.5  Defense  against  claims  for  damages.  No  person  shall  be  held  liable 
for  damages  or  penalties  for  any  default  under  any  contract  or  <nder  which  shall 
result  directly  or  indirectly  from  compliance  with  this  part  or  any  provision 
thereof,  notwithstanding  that  this  part  or  such  i)rovision  shall  thereafter  be 
declared  by  judicial  or  other  competent  authority  to  be  invalid. 

§  1101.6  Violations.  Any  person  who  wilfully  violates  any  provisions  of  this 
part  or  wilfully  conceals  a  material  fact  or  furnishes  false  information  in  the 
course  of  operation  under  this  part  is  guilty  of  a  crime  and  upon  conviction 
may  be  punished  by  tine  or  imprisonment  or  both.  In  addition,  administrative 
action  may  be  taken  against  any  such  person,  denying  him  the  privileges  gen¬ 
erally  accorded  under  this  part. 

This  part  shall  take  effect  on  December  8,  1950. 

I’liir.ip  R.  Flemming, 

Under  Secretary  of  Transportation. 

[F.  R.  Doc.  50  -11490  ;  Piled,  Dec.  8,  1950  ;  12  :  20  p.  m.] 
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APPENDIX 

Chapteu  9 — Under  Secretary  for  Tr^vnsportation,  Department  of  Commerce 
(luterpretation  1  to  Transportation  Order  T-1) 

Part  1301 — Shippinff  Restrictions. 

Authority  :  Sections  1301.100  to  1.301.105,  issued  under  Sec.  704,  Pub.  Law  774, 
Slst  Con.i;.  Interpret  or  apply  Secs.  101,  705,  Pub.  Law  774,  81st  Cong.,  Sec.  101,  E.  O. 
lOlGl,  September  0,  1050,  15  P.  R.  G105. 

Sec. 

1301.100  .Sliipinents  from  the  United  States. 

1301.101  Restricted  commodities. 

1301.102  Addition  of  commodities  to  the  Positive  List. 

1301.103  Calls  at  restricted  ports  en  route  to  an  unrestricted  port. 

1301.104  Forwarding  commodities  previously  shipped. 

1301.105  Relation  to  Transportation  Order  T-2. 

See.  1301.100  Slupments  from  the  United  States.  Transportation  Order  T-1 
applies  to  shipments  from  the  United  States,  as  well  as  to  shipments  from  foreign 
ports,  on  American  flag  ships  and  aircraft. 

Sec.  1301.101  Restricted  commodities.  The  restrictions  of  Order  T-1  apply  to 
the  transportation  or  discharge  of  (i)  commodities  on  the  Positive  List  (as 
amended  from  time  to  time)  of  the  Comprehensive  Export  Schedule  of  the  Office 
of  International  Trade,  Department  of  Commerce,  (ii)  articles  on  the  list  of  arms, 
ammunition  and  implements  of  war  coming  within  the  meaning  of  Proclamation 
No.  2776  of  April  15,  1948,  and  (iii)  commodities,  including  fissionable  materials, 
controlled  for  export  under  the  Atomic  Energy  Act  of  1946.  The  restrictions  im¬ 
posed  liy  Order  T-1  do  not  apply  to  other  commodities,  not  within  these  restricted 
classes  at  the  time  of  transportation  or  discharge,  even  though  authorization  for 
the  export  of  the  commodity  from  the  United  States  to  the  particular  destination 
is  reiiuired  under  regulations  of  the  Office  of  International  Trade  or  under  other 
Federal  law  or  regulation.  In  this  respect,  Order  T-1  is  different  from  Order 
T-2  which  applies  to  all  commodities  destined  to  Communist  China.  Order  T-1 
does  not  relax  or  modify  any  of  the  requirements  of  any  other  regulation  of  law. 

Sec.  1301.102  Addition  of  commodities  to  the  Positive  List.  Order  T-1  applies 
to  the  transiiortation  or  discharge  of  commodities  which  are  restricted  at  the 
time  of  transportation  or  discharge.  Accordingly,  if  a  commodity  is  added  to 
the  Positive  last  while  the  commodity  is  being  transported  on  an  American  flag 
ship  or  aircraft,  the  restrictions  of  Order  T-1  immediately  apply  and  the  com¬ 
modity  may  not  be  transported  to  or  discharged  at  any  of  the  restricted  ports 
or  discharged  in  transit  to  one  of  the  restricted  ixirts,  unless  authorization  under 
Order  T-1  is  chained. 

Sec.  1301.103  Calls  at  restricted  ports  with  restricted  cargo.  Order  T-1  does 
not  prohibit  an  American  flag  ship  or  aircraft  from  going  to  or  calling  at  one  of 
the  restricted  ports,  even  though  it  has  on  lioard  a  commodity  which  could  not 
be  discharged  at  that  port.  (Note,  however,  that  Order  T-2  prohibits  American 
flag  ships  and  aircraft  from  calling  at  any  port  or  other  place  in  Communist 
China).  For  example,  an  American  flag  ship  may  call  at  one  of  the  restricted 
ports  (except  one  in  Communist  China),  even  though  it  has  on  board  the  fol¬ 
lowing  classes  of  commodities — (i)  A  Positive  List  commodity  manifested  to  a 
destination  outside  tlie  restricted  ai’ea,  witli  an  export  license  and  an  export 
declaration  showing  the  unrestricted  destination  at  the  ultimate  destination, 
(ii)  A  Positive  List  commodity  destined  for  the  restricted  port  of  call  which 
cannot  be  discharged  there  because  there  is  no  export  license  or  authorization 
from  the  Under  Secretary  for  Transportation  permitting  discharge  at  tlie  re¬ 
stricted  port  of  call,  (iii)  A  commoclity  of  any  kind  destined  for  Communist 
China  (the  transportation  and  discharge  of  which  is  covered  by  (Order  T-2)). 
None  of  these  commodities  may  be  discharged  at  the  restricted  port  of  call.  Dis¬ 
charge  of  any  of  these  commodities  at  the  port  covered  by  the  restrictions  of 
Order  T-1  is  prohibited  and  subject  to  penalty,  regardless  of  the  circumstances 
under  which  the  discharge  of  tlie  cargo  at  the  restricted  port  occurs,  unless  ap¬ 
propriate  authorization  is  obtained. 

Sec.  1301.104  Forxearding  commodities  previously  shipped.  Order  T-1  applies 
to  transportation  on  or  discharge  from  ships  documented  under  the  laws  of  the 
United  States  and  aircraft  registered  under  the  laws  of  the  United  States. 
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These  restrictions  apply  either  in  the  case  of  a  discharge  at  one  of  the  re¬ 
stricted  ports  or  to  discharge  at  any  other  port  in  transit  to  a  restricted  destina¬ 
tion.  The  restrictions  of  Order  T-1  do  not  apply  to  transportation  by  foreign 
carriers,  as  long  as  there  is  no  prohibited  transportation  or  discharge  by  or 
from  a  United  States  flag  ship  or  aircraft  after  the  issuance  of  Order  T-1. 
Accordingly,  if  an  American  flag  ship  or  aircraft,  before  the  issuance  of  Order 
T-1,  had  trans))orted  restricted  commodities  manifested  to  restricted  destina¬ 
tions,  and  had  completed  the  transportation  to  a  foreign  intermediate  point  and 
had  completed  the  discharge  from  the  American  flag  ship  or  aircraft  before  the 
issuance  of  Order  T-1,  no  violation  of  that  Order  would  have  occurred,  but 
Order  T-1  would  prohibit  further  shipment  on  an  American  flag  .ship  or  aircraft 
unless  authorization  under  Order  T-1  is  obtained. 

Sec.  1301.105  Relation  to  Tramportation  Order  T-2.  Transportation  Or¬ 
der  T-1  applies  to  the  transportation  of  commodities  to,  or  in  transit  to,  desti¬ 
nations  in  Sub-Group  A,  Hong  Kong  or  IMacao.  It  applies,  however,  only  to  com¬ 
modities  on  the  Positive  List  of  the  Office  of  International  TT-ade,  arms,  and  am¬ 
munition,  and  commodities  controlled  under  the  Atomic  Energy  Act  (.see  Sec¬ 
tion  1301.101  above).  Transportation  Order  T-2  applies  to  the  transportation 
of  commodities  of  any  kind  which  are  destined  to  Communist  China  (Order  T-2 
also  prohibits  American  ships  and  aircraft  from  calling  at  any  port  or  place 
in  Communist  China).  Since  Communist  China  is  in  Sub-Group  A,  the  restric¬ 
tions  of  both  orders  apply  to  the  transportation  of  commodities  to  Communist 
China  or  to  any  other  point  in  transit  to  Communist  China. 

/.s/  Philip  B.  Fleming, 

Under  Secretary  of  Commerce  for  Transportation. 

Dec-.  19,  1950. 


Transportation  Order  T-2 
December  16,  1950 


U.  S.  Department  of  Commerce 


UNDER  secretary  FOR  TRANSPORTATION 


TITLE  32A— NATIONAL  DEFENSE,  APPENDIX 
Chapter  IX — Under  Secretary  for  Transportation,  Department  of  Commerce 

[Transportation  Order  T-2] 


part  1302. — SHIPPING  RESTRICTIONS;  COMMUNIST  CHINA 


This  order  is  found  neces.sary  and  appropriate  to  promote  the  national  defense 
and  is  Issued  pursuant  to  the  authority  granted  by  section  101  of  the  Defense 
Production  Act  of  1950.  Consultation  with  industry  in  advance  of  the  issuance 
of  this  order  has  been  rendered  impracticable  by  the  need  for  immediate  issuance. 
Sec. 

movement  of  American  carriers  to  Communist  China. 

Ponn  o  Prohibition  on  transportation  of  goods  destined  for  Communist  China. 

1302.3  Persons  affected. 

1302.4  Reports. 

1302.5  Records, 

1302.(5  Defense  against  claims  for  damages. 

1302.7  Violations. 


Adthority:  §§  1302.1  to  1302.7  Issued  under  sec.  704,  Pub.  Law  774,  81st  Cong. 
1050 ‘T§  p" 


§  1302.1  Prohibition  of  movement  of  American  carriers  to  Communist  China. 
No  person  shall  saik  fly,  navigate,  or  otherwise  take  any  ship  documented  un¬ 
der  the  laws  of  the  Lnited  States  or  any  aircraft  registered  under  the  laws  of  the 
United  States  to  any  Chinese  Communist  port  or  to  any  other  place  under  the 
control  of  the  Cliinese  Communists. 

§  1302.2  Pi  ohibitio-n  on  transportation  of  goods  destined  for  Communist  China. 
No  person  shall  transport  in  any  ship  documented  under  the  laws  of  the  United 
btate,s  or  in  any  aircraft  registered  under  the  laws  of  the  United  States,  to  Com¬ 
munist  Chinese  ports  or  to  any  other  place  under  the  control  of  the  Chinese  Com- 
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munists,  any  material,  commodity,  or  cargo  of  any  kind.  No  person  sliall  take 
on  board  any  ship  documented  under  the  laws  of  the  United  States  or  any  air¬ 
craft  registered  under  the  laws  of  the  United  States  any  material,  commodity,  or 
cargo  of  any  kind  if  he  knows  or  has  reason  to  believe  that  the  material,  com¬ 
modity,  or  cargo  is  destined,  directly  or  indirectly,  for  Communist  China.  No 
person  shall  discharge  from  any  ship  documented  under  the  laws  of  the  United 
States  or  from  any  aircraft  registered  under  the  laws  of  the  United  States,  at 
any  place  other  than  the  port  where  the  cargo  was  loaded,  or  within  territory 
under  the  jurisdiction  of  the  United  States,  or  in  Japan,  any  material,  commodity, 
•or  cargo  of  any  kind  which  he  knows  or  has  reason  to  believe  is  destined  for 
Communist  China. 

§  1302.3  Persons  affected.  The  prohibitions  of  this  part  apply  to  the  owner 
of  the  ship  or  aircraft,  to  the  master  of  the  ship  or  aircraft,  and  to  any  other 
oflBcer,  employee,  or  agent  of  the  owner  of  the  ship  or  to  any  other  person  who 
participates  in  the  prohibited  activities. 

§  1302.4  Reports.  The  owner  of  any  ship  documented  under  the  laws  of  the 
United  States  or  any  aircraft  registered  under  the  laws  of  the  United  States 
which  is  making  a  voyage  to  Communist  China  at  the  time  this  part  is  issued 
shall  report  this  fact  promptly  to  the  Under  Secretary  for  Transportation,  De¬ 
partment  of  Commerce,  Washington  25,  D.  C.,  and  advise  what  steps  he  has 
taken  to  comply  with  the  requirements  of  §  1302.1.  The  owner  of  any  ship  docu¬ 
mented  under  the  laws  of  the  United  States  or  any  aircraft  registered  under 
the  laws  of  the  United  States  which,  at  the  time  this  part  is  is.sued,  is  carrying 
any  material,  commodity,  or  cargo  which  the  owner,  the  master  of  the  ship  or  air¬ 
craft,  or  any  other  officer,  employee  or  agent  of  the  owner,  knew  or  had  reason 
to  believe  was  destined  for  Communist  China  shall  report  this  fact  promptly  to 
the  Under  Secretary  for  Transportation,  Department  of  Commerce,  Washington 
25,  D.  C.,  and  advise  what  disposition  has  been  or  will  be  made  of  such  cargo. 
Persons  subject  to  this  part  shall  submit  such  reports  to  the  Under  Secretary  for 
Transportation,  Department  of  Commerce,  as  he  shall  require,  subject  to  the 
terms  of  the  Federal  Reports  Act. 

§  1302.5  Records.  Each  person  participating  in  any  transaction  covered  by 
this  part  shall  retain  in  his  possession,  for  at  least  two  years,  records  of  voyages 
and  shipments  in  sufficient  detail  to  permit  an  audit  that  will  determine  for  each 
transaction  that  the  provisions  of  this  part  have  been  met.  This  provision  does 
not  require  any  particular  accounting  method  and  does  not  require  alteration 
of  the  system  customarily  maintained,  provided  such  records  supply  an  adequate 
basis  for  audit.  Records  may  be  retained  in  the  form  of  microfilm  or  other  photo¬ 
graphic  copies  instead  of  the  originals. 

§  1302.6  Defense  against  claims  for  damages.  No  person  shall  be  held  liable 
for  damages  or  penalties  for  any  default  under  any  contract  or  order  which  shall 
result  directly  or  indirectly  from  compliance  with  this  part  or  any  provision, 
thereof,  notwithstanding  that  this  part  or  such  provision  shall  thereafter  be  de¬ 
clared  by  judicial  or  other  competent  authority  to  be  invalid. 

§  1302.7  Violations.  Any  person  who  wilfully  violates  any  provisions  of  this 
part  or  wilfully  conceals  a  material  fact  or  furnishes  false  information  in  the 
course  of  operation  under  this  part  is  guilty  of  a  crime  and  upon  conviction 
may  be  punished  by  fine  or  imprisonment  or  both.  In  addition,  administrative 
action  may  be  taken  against  any  such  person,  denying  him  the  privileges  gen¬ 
erally  accorded  under  this  part. 

Amendments.  This  part  may  be  amended  by  the  Under  Secretary  for  Trans¬ 
portation,  Department  of  Commerce,  pursuant  to  delegation  previously  made  to 
him  (15  F.  R.  8739). 

This  part  shall  take  effect  immediately,  subject  to  section  7  of  the  Federal 
Register  Act  (49  Stat.  502,  44  U.  S.  C.  sec.  307). 

Note  :  The  reporting  requirements  of  this  part  have  been  approved  by  the 
Bureau  of  the  Budget  under  the  Federal  Reports  Act. 

[seal] 

December  16,  1950 

[P.  R.  Doc.  500-12029  ;  Filed,  Dee.  18,  1950  ;  11  ;  01  a.  ni.] 


Charles  Sawyer, 
Secretary  of  Commerce. 
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Senator  Capeiiart.  What  is  title  I  ?  Do  you  mind,  Mr.  Chairman  ? 

Senator  Freak.  No. 

Senator  Capeiiart.  "What  is  title  I  of  the  Defense  Production  Act? 
It  says  that  these  orders  are  issued  under  title  I  of  the  Defense  Produc¬ 
tion  Act.  AVhat  is  title  I  ? 

Dr.  Feemming.  It  is  tlie  priorities  and  allocation  title. 

Senator  Capeiiart.  What  has  that  j^ot  to  do  with  transportation  or¬ 
ders  about  American  shijis  and  jilanes  carryinj^  cargo  destined  to  Com- 
miinist  China  and  North  Korea  ? 

Dr.  Feemming.  Mr.  Chairman  and  Senator  Capeiiart,  I  would  have 
to  look  into  that,  because  I  am  not  familiar  with  the  two  orders  myself. 

Senator  Capeiiart.  But  T-1  and  P-2  were  issued  in  1950  ? 

Dr.  Feemming.  I  do  not  know  the  exact  date,  hut  I  assume  it  was 
during  that  period,  1950, 1951,  during  the  Korean  hostilities  jieriod. 

Senator  CIvpeiiap.t.  Show  me  the  authority  under  title.  1  for  it. 

Dr.  Feemming.  Well,  Mr.  Chairman,  I  will  have  to  look  at  the 
orders  and  then  determine  the  authority  under  which  they  were  issued. 

Senator  Capeiiart.  A  I'e  those  two  orders  still  in  effect  ? 

Dr.  Fee.aiming.  That  I  will  have  to  check.  'What  I  will  do,  Mr. 
Chairman,  is  provide  the  chairman  of  the  suhcommittee  with  a  memo¬ 
randum  outlining  the  history  of  the  orders,  what  was  done  under  them, 
Ihe  authority  under  which  they  were  issued,  and  a  statement  as  to 
their  present  applicability. 

Senator  Frear.  I  think  the  administration  of  them  as  far  as  my 
limited  knowledge  is  concerned  is  in  the  Commerce  Department. 
However,  if  they  are  still  in  force,  do  you  plan  to  keep  them  in  force 
if  the  Defense  Production  Act  is  extended?  Of  course,  the  answer 
to  that  can  be  given - 

Dr.  Feeaiaiing.  iMr.  Chairman,  I  might  say  they  sound  more  to  me 
like  orders  issued  under  export  control — I  mean  more  relevant  to  the 
Export  Control  Act,  which  is  administered  by  the  Department  of 
Commerce,  of  course — but,  nevertheless,  1  will  check  and  we  will  give 
you  a  complete  memorandum  on  it. 

(The  memoi'andiim  referred  to  follows;) 

Orders  T-1  axd  T-2 

1'— 1  and  T-2  are  orders  issued  in  December  of  1950  under  authority  of  sec¬ 
tion  101  of  title  I  of  tile  Defense  Production  Act,  as  amended,  which  provides 
priorities  and  allocation  autliority.  These  orders  are  still  in  effect. 

The  general  purpose  of  these  orders  is  to  prohibit  transportation  in  ships  doc¬ 
umented,  or  iiircraft  re.;ristered,  under  United  States  laws  to  Soviet  bloc  countries, 
llong  Kong,  Macao,  or  Communist  China. 

In  1955,  when  the  House  of  Representatives  amended  tlie  Defense  Produc¬ 
tion  xVct  l)y  accepting  the  proposed  wording  of  section  101  (b),  as  it  now  reads, 
the  Committee  on  Banking  and  Currency  stated  witli  respect  to  these  two  orders  : 

“Under  the  authority  in  title  1  of  tlie  act  tlie  Secretary  of  Commerce  in  1950 
issued  orders  prohibiting  the  transixirtation  in  ships  or  aircraft  of  commodi¬ 
ties  to  Soviet  bloc  countries,  Hong  Kong,  Macao,  or  to  Communist  Cliina.  These 
orders  are  identified  as  T-1  and  T-2.  Your  committee  does  not  intend  by  the 
language  of  subsection  101  (b)  to  indicate  disapproval  or  limitation  in  any 
manner  of  the  authority  such  as  that  exercised  by  the  Department  of  Commerce 
in  allocating  facilities  under  the  act  so  as  to  prohibit  carriage  by  ships  docu¬ 
mented  under  United  States  laws  or  aircraft  registered  under  United  States 
laws  to  Soviet  bloc  countries,  Hong  Kong,  or  Macao,  or  movement  by  such  ships 
or  aircraft  to  Communist  China.  On  the  contrar.y,  the  committee  considers  such 
actiton  beneficial  and  its  continuance  necessary.”  (P.  5,  Defense  Production 
Act  Amendments  of  1953,  Report  from  the  Committee  on  Ranking  and  Currency 
House  Rept.  516,  83d  Cong.,  1st  sess. ) 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


37 


The  Committee  on  Banking  and  Currency  of  the  United  States  Senate  com¬ 
mented  on  the  use  of  authority  granted  by  title  I  of  the  Defense  Production  Act 
in  the  promulgation  of  these  orders  and  thus  recognized  the  appropriateness  of 
such  use : 

“Under  the  present  flexible  priority  and  allocation  authority  the  executive 
branch  has  been  able  to  prohibit  recreational  and  amusement  construction  *  *  * 
and  to  prohibit  American-flag  vessels  from  discharging  at  any  port  in  the  world 
any  cargo  destined  to  Communist  China  or  even  from  calling  at  any  port  in 
Communist  China.”  (P.  12,  A  bill  to  amend  and  extend  the  Defense  Produc¬ 
tion  Act  of  lO.oO,  and  the  Housing  and  Rent  Act  of  1947,  as  amended.  Report 
from  the  Committee  on  Banking  and  Currency,  U.  S.  Senate,  Rept.  No.  470,  82d 
Cong.,  1st  sess.) 

Your  attention  is  further  invited  to  testimony  of  the  Secretary  of  Commerce 
on  December  20,  1950,  before  the  Joint  Committee  on  Defense  Production  when 
the  orders  were  made  available  to  that  committee  and  the  authority  therefor  was 
discussed. 

Senator  Fkear.  Section  101  (b)  of  the  Defense  Production  Act  pro¬ 
vides  that  you  should  not  use  the  authority  and  allocation  and  pow¬ 
ers  to  control  the  o-eneral  distribution  of  any  material  in  the  civilian 
market  unless  the  President  finds : 

(1)  That  such  material  is  a  .scarce  and  critical  material  essential  to  the  na¬ 
tional  defense,  and  (2)  that  the  requirements  of  the  national  defense  for  such 
material  cannot  otherwise  be  met  without  creating  a  signiflcant  dislocation  of 
the  normal  distril)ution  of  such  material  in  the  civilian  market  to  such  a  degree 
as  to  create  appreciable  hardship. 

Hai^e  you  found  that  there  are  shortages  of  any  material  to  such 
an  extent  as  to  make  a  significant  dislocation  of  the  normal  distribu¬ 
tion  of  the  material  creating  appreciable  hardship  ? 

Dr.  FuEjtMiNG.  Mr.  Chairman,  of  course  the  answer  to  that  is 
“Xo,”  because  we  do  not  have  in  effect  at  the  present  time  any  order 
to  control  the  distribution  of  any  material  in  the  civilian  market. 

Senator  Freak.  We  have  had  reports  of  substantial  shortages  of 
newsprint,  steel  plate,  nickel,  and  other  materials.  In  many  cases, 
these  shortages  have  resulted  in  substantial  price  increases  and,  judg¬ 
ing  by  the  reports  we  have  received,  serious  difficulties  in  obtaining 
the  materials.  In  any  of  the  cases  mentioned,  have  you  found  that 
the  military  take  was  sufficient  to  cause  these  results  ? 

Dr.  Flemming.  The  answer  is  the  same,  INIr.  Chairman.  No,  be¬ 
cause  of  the  fact  that  we  are  not  controlling  distribution  of  any  ma¬ 
terials  in  the  civilian  market. 

Senator  Frear.  These  reports,  as  you  ]ierhaps  know,  come  from  the 
Small  Business  Administration,  and  I  think  most  of  the  complaints 
come  from  small  business. 

Dr.  Flemming.  ]\Ir.  Chairman,  I  think  possibly  I  should  say  this  in 
order  to  clarify  my  answer:  As  we  interpret,  of  course,  section  101 
(b),  to  which  you  have  referred,  it  lays  down  the  policy  under  which 
the  President  could  move  in  and  exercise  control  of  materials  over  the 
civilian  market.  In  other  words,  when  these  conditions  prevail,  he 
may  then  exercise  those  controls  if  he  so  desires.  I  am  sure  that 
someone  could  make  a  pretty  good  case  for  saying  that  the  nickel 
situation  comes  within  the  purview  of  the  language  of  101  (b),  which 
conceivably  could  put  the  executive  branch  in  a  ]iosition  where  it 
could  legally  decide  to  control  the  general  distribution  of  nickel  in 
the  civilian  market.  It  could  do  it  legally. 

As  a  matter  of  policy,  we  do  not  feel  that  that  is  the  thing  to  do, 
because  we  do  not  feel  that  that  would  provide  any  real  solution  to 
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the  difficult  problem  that  confronts  ns  in  the  field  of  nickel  at  the 
present  time. 

We  feel  this,  ]\Ir.  Chairman,  for  example  :  That  if  we  should  con¬ 
trol  nickel,  the  only  way  in  which  you  could  control  it  etl'ectively 
would  be  to  put  in  an  end-use  control.  In  other  words,  you  would 
begin  to  decide  the  things  for  whicli  nickel  conld  be  used  and  the 
things  for  which  it  could  not  be  used.  That  would  be  the  best  way 
of  jmtting  it — negatively. 

That,  of  course,  could  have  quite  an  impact  on  the  economy  as  a 
whole.  We  do  not  know  what  all  of  the  reverberations  of  a  decision 
of  that  kind  might  be.  Also  it  could  lead  to  allegations  that  we  were 
putting  nickel  at  a  competitive  disadvantage  as  over  against  aluminum, 
for  examj>le.  And  the  only  way  you  could  take  care  of  those  allega¬ 
tions,  provided  they  were  supported,  would  be  to  begin  to  think  in 
terms  of  controlling  aluminum. 

My  point  is  this:  We  have  the  conviction  that  if  you  start  down 
the  road  of  control  of  materials  in  the  civilian  economy,  you  just 
cannot  travel  1  mile  down  that  road  without  being  forced  to  travel 
10  to  15  miles  down  the  road.  And  we  think  that  that  would  be 
rather  disastrous  as  far  as  the  civilian  economy  is  concerned. 

We  believe  that  the  solution  to  the  nickel  problem  must  be  a  posi¬ 
tive  solution,  that  somehow  or  other  we  must  get  additional  sources 
of  supply. 

When  we  took  the  controls  oil'  nickel  in  November  1953,  as  you  will 
recall,  at  that  time  the  demand  for  nickel  was  in  excess  of  supply. 
We  all  knew  that.  We  all  faced  that  particular  fact.  But  we  felt, 
balancing  everything,  that  we  would  be  better  oft'  as  a  Nation  with 
the  controls  oft.  We  still  feel  that  way,  but  we  also  feel  that  the 
Government  has  an  obligation  to  take  the  initiative  and  do  everything 
it  possibly  can  to  add  to  the  sources  of  supply.  If  Ave  can  do  that, 
then  we  are  beginning  to  solve  the  problem  in  a  sound  Avay. 

If  we  just  reach  out  for  something  that  to  some  people  at  the  present 
time  looks  attractive,  I  do  not  think  that  any  of  us  Avould  be  at  all 
happy  about  the  outcome  of  such  a  process. 

Senator  Fuear.  In  connection  Avith  nickel,  I  would  like  to  submit 
for  the  record  a  letter  and  remarks.  The  letter  is  from  the  Secre¬ 
tary  of  Commerce,  the  Honorable  Sinclair  Weeks.  You  may  be 
familiar  Avith  that. 

Dr.  Flemming.  The  letter  addressed  to  Congi’essman  McCormack? 

Senator  Frear.  Yes. 

(The  letter  and  remarks  referred  to  follow :) 

Nickel  Problem  :  “Almost  Completely  Insolvable,”  Weeks 

Extension  of  remarks  of  Hon.  John  AV.  McCormack,  of  Mas.sachiLsetts,  in  the 
House  of  Representatives,  Tuesday,  April  17, 19.56 

]Mr.  McCormack.  Mr.  Speaker,  on  several  occasions  lately  I  have  called  the 
attention  of  this  body  to  the  black-market  situation  which  has  developed  with 
respect  to  nickel  for  manufacturing  purposes  in  the  United  States. 

I  am  placing  in  the  Record  an  amazing  letter'  which  the  Secretary  of  Commerce 
has  written  to  Mr.  Willard  F.  Rockwell,  chairman  of  the  board  of  the  Rockwell 
Spr’ing  &  Axle  Co.  Mr.  Rockwell’s  company  is  one  of  the  large  users  of  nickel  for 
plating  purposes  and  he  informs  he  that  his  company,  last  year,  spent  $750,000  for 
nickel  in  the  gray  market  and  this  year  spent  $780,000  in  the  first  quarter  since 
sufficient  64%-cent  nickel  is  available  only  to  his  company  through  black  and  gray 
mai'ket  sources  at  some  300  percent  of  market  price. 
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In  response  to  Mr.  Rockwell’s  complaint,  tlie  Secretary  of  Commerce  on  April 
7  wrote  to  him  and  stated : 

“This  in  a  general  way  seems  to  me  to  be  the  story  and,  as  aforesaid,  if  you 
find  yourself  in  Washington,  we’ll  he  glad  to  go  through  it  with  you  to  the  wth 
degree  and  give  you  all  of  our  thinking  about  a  problem  wdiich  is  very  difficult 
and,  as  I  presently  see  it,  almost  completely  insolvable.” 

This  is  an  amazing  statement  in  view  of  the  fact  that  studies  by  the  Secretary’s 
own  Department  indicate  that  there  have  been  diversions  of  defense-rated  nickel 
and  that  his  Department  is  studying  as  to  what  enforcement  measures  are  neces¬ 
sary.  Amazing  also  is  the  fact  that  the  Department  of  Commerce  has  responsi- 
blity  to  check  the  books  of  the  producers  and  allocators  of  nickel  to  see  that 
there  is  equitable  distribution  of  this  important  commodity.  It  is  also  amazing 
that  many  business  concerns  are  paying  unconscionable  high  prices  for  black- 
market  nickel  which  seems  to  be  abundant  at  such  prices.  It  is  also  amazing 
to  me  that  the  Department  of  Commerce  which  has  the  responsibility  to  aid  and 
foster  industry  is  standing  back  contending  that  the  nickel  situation  is  insolvable 
at  a  time  when  businesses  large  and  small  are  closing  down,  laying  off  employees 
or  otherwise  curtailing  their  activities  because  of  inability  to  obtain  nickel. 

To  my  knowledge  the  Secretary  of  Commerce  has  not  denied  that  he  is  one 
of  the  individuals  responsible  for  solving  this  problem,  nor  has  he  recommended 
legislation  which  may  be  necessar.v  to  establish  necessary  controls. 

The  above-mentioned  letter  follows : 


The  Secretary  of  Commerce, 

Washington,  April  7, 1956. 

Mr.  WiLLAitn  F.  Rockwell, 

Chairman  of  the  Board,  Rocktcell  Spring  d  Axle  Go., 

Pittshurgh,  Pa. 

Dear  Mr.  Rockwell  :  I  have  just  been  through  a  long  and  exhaustive  study  of 
the  nickel  question  this  morning  (Saturday,  April  7)  and  if  you  would  care  to 
come  down  sometime  in  the  near  future,  we’ll  see  that  you  have  the  complete  story 
and  understand  just  how  things  seem  to  shape  up.  I  think,  however,  that  I  must 
tell  you  that  I’m  afraid  you'll  be  disappointed  in  the  net  result. 

Generally  speaking,  the  forecasted  1956  supply  of  nickel  for  the  civilian 
economy  is  short — even  short  of  what  it  was  on  an  average  for  the  3  years  pre¬ 
ceding  Korea — and  if  certain  use  deveiopments  take  place  in  the  defense  area 
the  situation  may  be  even  worse. 

Currently,  the  civilian  economy  is  paying  three  prices  for  available  nickel — 
the  so-called  market  price  of  65  cents  approximately,  the  price  ranging  from  $1 
to  $1.35  for  Government  set-aside  supplies,  and  say  $2.50  to  $3  for  approximately 
10  percent  of  the  civilian  supply.  Most  of  this  latter  grouping  is  composed  of 
nickel-bearing  scrap  ailoys  and  foreign  production — France,  Japan,  etc. 

We  find  no  evidence  of  importance  of  any  misappropriation  of  Defense-rated 
nickel  supplies.  Our  procedures  for  following  Defense-rated  orders  adequately 
confirm  this  view  although  despite  this  fact  we  are  i)lanning  some  procedural 
changes  which  should  give  us  even  closer  supervision. 

The  end  of  it  all  is  that  there  just  is  not  enough  nickel  available  to  take  care  of 
Defense  requirements  and  the  civilian  economy  (the  stockpile  take  will  be  sub¬ 
stantially  decreased  this  year ) .  The  controls  which  you  urge  will  not  get  anybody 
any  more  nickel  and  the  undoubted  result  of  such  controls  would  probably  bring 
into  oi)eration  use  determinations  and  specifically  might  very  well  result  in  the 
complete  elimination  of  the  use  of  nickel  for  decorative  purposes. 

There  is  some  further  increase  of  nickel  supply  in  sight  for  1957.  What  effect 
it  will  have  on  civilian  availability  will  largely  depend  on  the  military  requrements 
at  that  time. 

This  in  a  general  way  seems  to  me  to  be  the  story  and,  as  aforesaid,  if  you  find 
yourself  in  Washington,  we’ll  be  glad  to  go  through  it  with  you  to  the  ath  degi’ee 
and  give  you  all  of  our  thinking  about  a  problem  which  is  very  difficult  and,  as 
I  presently  see  it,  almost  completely  insolvable. 

Most  sincerely  yours. 


Sinclair  Weeks. 


Senator  Freak.  Would  you  say  that  the  same  problem  exists  with 
relation  to  steel  and  copper,  aluminum  perhaps,  as  exists  with  nickel, 
only  to  a  lesser  degree  ? 

Dr.  Flemming.  No,  Mr.  Chairman — let  me  take  them  separately. 
Copper  has  presented  some  real  problems,  as  you  know,  over  a  period 
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of  the  last,  let’s  say,  9  months,  almost  a  year  now.  But  as  I  have 
indicated  in  previous  testimony,  the  indications  are  that  that  situation 
should  ease  in  the  third  quarter  of  this  year  and  that  supply  and 
demand  ought  to  be  closer  to  balance  than  they  have  been  up  to  the 
present  time. 

The  aluminum  situation  is  still  tight  from  a  supply  and  demand 
point  of  view.  I  noticed,  however,  that  the  president  of  the  Aluminum 
Company  of  America  in  a  speech  the  other  day  predicted  that  by 
the  third  or  fourth  quarter  of  this  year  that  possible  supply  might 
even  be  a  little  bit  in  excess  of  demand  and  that  they  might  have 
some  selling  problems  on  their  hands.  Of  course,  the  Government  is 
no  longer  a  factor  there  because  we  are  not  acquiring  any  for  the 
stockpile  at  the  present  time. 

We  have  not  been  acquiring  any  cojiper,  either.  We  have  been 
diverting  the  cojiper  that  was  headed  for  the  stockpile.  In  all  proba¬ 
bility,  however,  we  will  begin  acquiring  copper  as  we  get  into  the  third 
quarter  of  this  year. 

Although  I  know  the  steel  situation  has  l>een  serious,  particularly 
as  far  as  certain  tyjies  of  shapes  and  forms  are  concerned,  I  do  not 
think  that  overall  it  has  presented  anywhere  near  the  i)roblem  that  we 
have  had  in  nickel,  for  example. 

Senator  Freak.  Did  the  price  of  copper  have  a  material  effect  on  the 
limitation  on  the  amount  of  money  that  you  can  use  for  stockpiling? 

In  other  words,  did  you  have  to  pay  more  for  stockpiling  copper 
or  did  you  have  a  loss  in  your  program,  a  monetary  loss  in  your  pro¬ 
gram,  by  having  to  divert  copper  at  a  higher  price  ? 

Dr.  Fleaiaiing.  Mr.  Gliairnian,  of  course,  we  have  not  been  buying 
any  during  this  period  of  the  sharp  increase  in  the  price  so  that  it  has 
not  had  any  effect  on  our  current  jnu'chases.  Actually,  however,  even 
if  we  had  been  buying  we  would  have  been  buying  in  many  instances 
at  prices  that  are  specified  in  the  contracts  and  which  are  considerably 
below  the  present  market. 

However,  this  increase  in  price  in  copper  had  the  effect  of  stepping 
up  the  value  of  the  materials  that  we  have  in  the  stockpile  for  a 
temiiorary  ]ieriod.  Of  course,  it  is  coming  down  again  now. 

Senator  Frear.  If  you  took  them  at  market  value. 

Dr.  Flemming.  That  is  right. 

Senator  Frear.  Did  I  understand  you  to  say  just  now  that  you 
bought  at  an  agreed-iqion  price  or  at  the  market  price  the  copper  that 
was  allocated  for  stockpiling  and  which  you  were  obligated  to  buy? 

Dr.  Flemming.  In  the  first  place,  we  have  not  been  buying  any  at 
all  for  almost  a  year  now,  but  if  we  had  been  buying  duilng  this  period 
in  most  instances  we  would  have  been  buying  at  a  price  specified  in  the 
contract  and  which  would  have  been  considerably  below  the  current 
market. 

Senator  Frear.  Yes.  4  on  have  some  contracts  with  producers  or 
processors  Avho  are  to  supply  you  for  the  reserve  program  or  the 
stockpile  program.  M  ere  you  permitted  to  pass  the  prices  agreed  upon 
in  the  contract  onto  the  people  who  actually  got  the  copper  during 
the  last  9  or  12  months?  Or  did  you  have  to  charge  them  the  market 
price  ?  Or  did  the  people  who  got  the  copper  pay  the  market  price  to 
the  producer  without  going  through  your  office? 

Dr.^  Flemming.  They  paid  the  market  price  from  the  producer. 
That  is  all  we  did.  IVe  did  not  cancel  these  contracts. 
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Senator  Frear.  Yes. 

Dr.  Flemming.  We  did  not  cancel  deliveries.  We  simply  deferred. 

Senator  Frear.  Yes. 

Dr.  Flemming.  They  still  have  an  obligation  to  supply  us  copper 
at  the  price  provided  for  in  our  contract.  But  during  this  period,  of 
course,  the  producers  have  been  selling  to  the  consumer  at  the  current 
market  price. 

Senator  Frear.  Yes;  in  reality  then,  you  have  permitted  the 
processors  or  the  producers  to  obtain  a  higher  price  per  pound  for 
their  copper  than  they  ivould  otherwise  have  gotten  if  you  had  en¬ 
forced  the  agreement  and  made  them  put  it  into  the  stockpile  now  ? 

Dr.  Flemming.  That  is  right,  but  it  is  important  to  follow  that  by 
saying  that  they  have  not  been  relieved  of  their  obligation  to  provide 
us  at  the  price  specified  in  the  contract,  and  we  will,  beginning  with 
the  third  quarter  of  this  year,  provide  them  with  schedules  under 
which  they  will  be  compelled  to  deliver  that  which  they  were  excused 
from  delivering. 

Senator  Frear.  Eight.  Dr.  Flemming,  I  personally  think  that  is 
most  important  to  us.  There  may  be  a  day  coming  when  we  will  be 
asking  those  producers  and  processors  to  supply  at  what  may  appear  to 
them  an  advantage  to  the  Government.  I  hope  they  will  not  forget 
some  of  the  things  you  have  done  for  them  during  this  past  9  months. 

Dr.  Flemming.  I  agree. 

Senator  Capeiiart.  What  is  the  price  of  copper  ? 

Dr.  Flemming.  I  think  as  of  today  it  is  about  46.  It  has  been 
moving  down  pretty  fast. 

Senator  Capeiiart.  I  can  remember  when  Chile — I  think  it  was — 
wanted  to  sell  us  I  don’t  know  how  many  millions - 

Dr.  Flemming.  A  hundred  thousand  tons. 

Senator  Capeiiart.  A  iiundred  thousand  tons  ?  What  price  was  it  ? 

Dr.  Flemming.  At  30. 

Senator  Capehart.  At  30  ? 

Dr.  FlemjMing.  That  is  right. 

Senator  Capehart.  And  you  would  not  buy  it. 

Dr.  Flemming.  We  ultimately  did. 

Senator  Capehart.  At  what  price  ? 

Dr.  Flemming.  We  ultimately  bought  it  at  30.  There  was  a  lot 
of  argument  about  it.  Senator,  though.  You  are  correct. 

Senator,  I  can  remember  having  the  head  of  one  large  copper- 
producing  firm  in  my  office  at  the  time  we  took  off  controls  in  1953, 
when  it  was  running  around  30  I  think,  and  he  predicted  to  me  that 
within  90  to  120  daj^s  the  price  of  cojiper  would  be  down  to  23,  24  cents. 
Of  course,  it  has  never  started  down  in  that  direction  at  all.  It  has 
all  been  the  other  Avay. 

Senator  Capehart.  Are  they  angry  at  us  down  in  Chile  noAV  because 
we  bought  their  copper  for  30  cents  when  they  can  now  get  40  cents 
for  it  ? 

Dr.  Flemahng.  I  have  not  heard  any  allegations  to  that  effect. 

Senator  Capehart.  They  had  a  terrible  time  selling  to  us  at  30. 

Senator  Frear.  Since  tlie  extension  of  this  act  is  before  the  Congress 
and  since  it  is  I  think  to  be  assumed  that  the  military  take  is  not  the^ 
cause  of  the  dislocation  of  certain  materials — for  instance,  steel,’ 
aluminum,  copper,  nickel,  and  maybe  one  of  the  others — in  the  civilian 
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market,  do  you  think  that  we  should  amend  section  101  (b)  or  is  it 
adequate  in  your  opinion  as  it  now  reads  ? 

Dr.  F'lodmming.  In  our  opinion,  on  the  basis  of  our  experience,  it  is 
adequate  as  it  stands  at  the  present  time.  We  are  perfectly  satisfied. 

Senator  Capehart.  But  you  would  recommend  a  fourth  round  at 
aluminum,  nickel,  and  other  pi’oduction  facilities? 

Dr.  Flemming.  We  are  getting  a  very - 

Senator  Capehart.  Would  it  be  a  fourth  round  now? 

Dr.  Flemming.  There  is  a  very  extensive  fourth  round  taking 
place  right  at  the  present  time  in  aluminum.  Senator  Capehart,  but 
without  any  assistance  from  the  Government. 

Senator  Capehart.  Would  you  recommend  a  fifth  ? 

Dr.  Flemming.  Well,  I  do  not  know.  They  are  going  right  ahead. 
The  figures  that  I  saw  last  week  indicate  that  firm  commitments  have 
been  made  to  the  point  where  our  annual  productive  capacity  by  1958 
or  1959 — I  think  by  1958 — will  be  2,400,000,  and  our  expansion  goal 
is  1,740,000,  so  we  are  really  in  good  shape  as  far  as  aluminum  is 
concerned. 

Senator  Capehart.  Aluminum? 

Dr.  Flemming.  Yes.. 

Senator  Capehart.  IVliat  about  nickel? 

Dr.  Flemming.  Well,  as  far  as  nickel  is  concerned,  as  I  indicated 
earlier  and  as  I  indicated  before  the  Joint  Committee  on  Defense.  Pro¬ 
duction,  we  are  working  right  now  on  the  question  of  whether  or  not 
Ave  should  announce  a  iie.Av  goal  and  announce  what  Ave  are  Avilling  to 
do  as  the  GoA'ernment  in  order  to  accelerate  production  of  new  sources 
of  supply  in  nickel. 

Senator  Capehart.  Can  there  be  any  question  about  it?  Arenh  Ave 
going  to  liaA-e  to  do  it? 

Dr.  Flemming.  In  my  judgment,  that  is  the  ansAver. 

Senator  Capehart.  When  are  Ave  going  to  get  started? 

Dr.  I  LEAiMiNG.  I  AA'ould  say  that  there  Avould  be  an  announcement 
on  it  Avithin  the  next  2  Aveeks. 

Senator  Capehart.  And  steel,  you  think,  Avill  take  care  of  itself  ? 

Dr.  Flemming.  Yes.  We  made  a  finding  that  Ave  have  the  pro¬ 
ductive  cajiacity  needed  to  handle  mobilization  requirements  in  steel, 
and  we  refused  to  open  up  that  expansion  goal  on  the  basis  of  that 
finding.  We  have  made  the  same  finding  as  far  as  aluminum  is  con¬ 
cerned. 

Senator  Freak.  Are  you  doing  anything  to  increase  the  supply  of 
tli6S6  product-s  that  have  been  mentioned?  J  have  further  questions 
regarding  nickel  especially,  Dr.  Flemming. 

Dr.  Flemming.  It  is  hai-d  to  keep  nickel  out  of  it,  because  it  illus- 
trates  all  of  these  vai’ious  problems  that  we  are  having  at  the  present 
time. 

Senator  Frear.  Yes.  Certainly,  the  demand  has  outrun  the  sup- 
Pv"  Fiom  the  leports  coming  in,  the  manufacturers  or  the  producers, 
the  processoi-s,  have  had  commitments,  especially  in  steel,  to  different 
manufacturing  companies,  but  the  railroads  fbund  themselves  in  a 
seA^ere  shortage  as  far  as  cars  Aveie  concerned  and  made  a  rather  heavy 
demand  iqion  the  steel  industry  for  steel  for  cars.  The  result  of  tliat 
was  that  the  smaller  processors  of  steel  were  cut  prettv  seA^erely  in 
order  to  make  way  for  the  manufacture  of  cars.  The  larger  usere  of 
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steel  also  made  cars.  So  1  think  it  threw  a  pretty  heavy  burden  upon 
the  small  users  of  steel.  If  you  cut  their  supply  50  percent  by  tonnage 
or  cut  it  by  tonnage  which  made  a  cut  actually  in  percentage  of  50 
percent,  it  was  much  more  severe  on  them  than  it  would  have  been  on 
a  larger  processor  of  steel. 

Do  you  think  it  is  within  the  power  of  your  office  to  do  more  than 
keep  abreast  of  those  things  ?  In  other  words,  can  you  take  any  part 
that  would  help  to  alleviate  the  critical  position  in  which  some  of  these 
smaller  processors  of  steel  find  themselves? 

Dr.  Fefmming.  Mr.  Chairman,  my  feeling  on  that  is  this;  That  we 
should  either  be  controlling  a  particular  material  as  far  as  its  distribu¬ 
tion  in  the  civilian  economy  is  concerned  or  we  should  not  be,  and  that 
the  Government  ought  not  to  confuse  the  situation  by  trying  to  be  kind 
of  halfway  betwen  those  two  situations.  So  that  my  attiude  has  been 
that  if  we  have  taken  controls  off,  we  have  taken  them  off,  and  the  idea 
being  then  that  the  civilian  economy  will  function  in  accordance  with 
the  normal  laws  of  supply  and  demand. 

And  I  feel  that  if  the  Government  should  begin  to  step  in  and  make 
suggestions — -let’s  put  it  that  way — that  the  minute  we  make  one 
suggestion  there  will  be  people  back  in  saying,  “Well,  now,  wait  a 
minute.  When  you  made  that  suggestion,  you  did  something  unfair 
as  far  as  we  were  concerned.”  And  they  will  have  a  pretty  good  case. 
So  they  will  say,  “Why  don’t  you  make  another  suggestion?”  And 
before  we  know  it  we  are  really  back  into  controls. 

So  take  just  the  illustration  that  you  have  given  me  on  the  freight 
cars.  It  is  oidy  a  few  months  ago  that  those  who  were  very  much 
interested  in  the  freight  car  situation  were  urging  that  we  give  a 
defense  priority  rating  to  freight  cars. 

Senator  Frear.  Yes. 

Dr.  Flemming.  We  took  the  position  that  up  to  now  we  had  given 
a  defense  priority  rating  only  to  direct  military  and  AEC  items,  and 
that  if  we  moved  over  into  this  area  of  defense-supported  where  your 
freight  car  situation  belonged,  we  would  really  be  opening  up  a  Pan¬ 
dora’s  box,  because,  in  effect,  we  would  be  giving  some  priority  to  one 
phase  of  our  total  transportation  picture,  we  would  be  giving  some 
assistance  to  the  railroads,  and  at  that  particular  point  if  commercial 
aircraft  was  having  some  difficulty  with  a  particular  material,  which 
they  might  very  well  be,  they  might  be  in  looking  for  the  same  kind 
of  treatment,  and  if  we  did  not  give  it  to  them  they  would  say,  “You 
are  unfair.  You  are  helping  one  part  of  the  transportation  industry, 
and  you  are  unwilling  to  help  the  other  part.” 

Now,  your  question  suggests  that  as  a  result  of  the  manufacturers 
of  freight  cars  putting  the  pressure  on  steel  producers  they  did  get 
some  steel,  but  as  a  result  of  their  getting  some  steel  some  other  people 
have  been  hurt  and  they  are  complaining.  And  to  me  that  is  an  excel¬ 
lent  illustration  of  why  the  Government  should  either  be  all  the  way 
in  the  control  business  or  all  the  way  out  of  it,  and  it  should  not  try 
to  occupy  middle  ground. 

Senator  Frear.  Doctor,  I  can  readily  see  your  reluctance  to  act  on 
these  suggestions,  since  they  might  create  another  proble)n  and 
another. 

Dr.  Flemming.  Eight. 

Senator  Frear.  Off  the  record. 

(Discussion  off  the  record.) 
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Senator  Freak.  On  the  record. 

I  have  a  number  of  questions  here  which  I  wonkl  like  to  have  you 
supply  the  answers  for  the  record  later. 

(The  material  referred  to  follows:) 

Question.  In  your  report  to  the  joint  committee  dated  September  19,  1955, 
you  stated  that  “The  rapid  tax  amortization  program  provides  an  incentive  to 
private  capital  to  construct  or  acquire  defense  facilities  with  the  aid  of  acceler¬ 
ated  depreciation  for  income-tax  purposes  over  a  period  of  00  months.”  You  also 
stated  that  “Congressional  or  industrial  leaders  have  expressed  the  opinion  that 
tax  amortization  has  brought  about  expansion  which  would  not  have  taken  place 
otherwise.  *  *  *”  (p.  60).  Are  you  approving  accelerated  amortization  in  cases 
where  it  is  not  necessary  to  give  this  incentive? 

Answer.  No.  Certificates  are  issued  only  to  fill  open  expansion  goals.  In¬ 
centive  is  determined  to  be  necessary  when  a  goal  is  estal)lished. 

Question.  Are  you  planning  to  authorize  accelerated  amortization  for  the 
Idaho  Power  Co.’s  applications  for  the  dams  at  Brownley  and  Oxbow  in  the  Hells 
Canyon  region  of  the  Snake  River? 

Answer.  These  applications  are  now  under  consideration. 

(Question.  What  is  the  total  of  accelerated  amortization  certificates  you  have 
issued  for  freight  cars  in  the  last  year? 

Answer.  ,$5:15,152,000  was  certified  at  85  percent  during  1955  for  6.3,723  cars. 
In  January  and  February  1956,  .$482,821,000  was  certified  for  55,604  cars. 

Question.  What  is  the  goal  of  the  freight-car  program? 

Answer.  Freight-car  goal  was  436,000  cars.  It  was  recently  increased  to 
495.0(M)  cars  and  closed.  Applications  on  file  when  certified  will  fill  this  goal. 

Question.  In  reaching  this  goal  would  you  take  into  consideration  the  effect 
these  orders  for  steel  plate  and  structural  steel  would  have  on  other  users  of 
these  materials? 

Answer.  No.  Availainlity  of  materials  is  a  separate  problem  from  expansion 
goals.  It  is  taken  into  consideration  but  is  not  of  basic  importance  in  estab¬ 
lishing  a  goal. 

Question.  Am  1  right  in  understanding  that  these  certificates  must  be  used 
within  a  limited  period  of  time  and  this  has  meant  that  the  freight-car  purchasers 
have  rushed  to  piace  their  orders  so  as  to  come  within  the  time  limits  imposed 
by  the  certificates? 

Answer.  No.  The  freight-car  goal  required  that  applications  to  be  eligible 
for  certification  must  be  purchased  or  authorized  for  construction  in  railroad 
shojis  liy  December  31,  1!)55. 

Question.  Were  the  railroads  ordering  freight  cars  in  1954?  How  many  w’ere 
on  order  at  tliat  time? 

Answer.  Yes.  On  January  1,  1954,  29,9.50  freight  cars  were  on  order.  During 
1954,  35,696  were  delivered.  On  December  31,  1954,  15,317  were  on  order. 

Question.  Was  it  your  view  in  1954  tliat  the  supply  of  freight  cars  should  be 
expanded? 

Answer.  Yes.  The  expansion  goal  of  436,000  cars  was  open  and  unfilled 
during  1954. 

Question.  Were  you  offering  accelerated  amortization  certificates  to  encourage 
the  production  of  freight  cars  then,  when  the  impact  on  other  customers  of 
plate  and  structral  steel  would  have  been  much  less? 

Answer.  Yes.  Because  tax  amortization  was  available  in  1954  for  freight  cars. 

Question.  I  understand  barge  lines  which  have  accelerated  certificates  for 
barges  are  unable  to  get  steel  plate  to  build  these  barges.  Will  their  certificates 
run  out  under  these  circumstances? 

Answer.  No.  A  purchase  contract  with  a  date  of  delivery  specified  makes  an 
application  for  a  barge  eligible  for  a  valid  certificate. 

Question.  Would  it  not  be  a  good  idea  to  coordinate  your  tax  amortization 
program  goals  with  the  availability  of  materials  so  as  to  prevent  this  kind  of 
scramble  for  materials  and  the  resulting  increased  pinces? 

Answer.  We  make  every  effort  to  see  that  available  materials  are  used  to  best 
advantage  to  meet  defense  requirements.  However,  a  shortage  of  materials 
cannot  limit  the  i-equirements  of  an  expansion  goal. 

Question.  The  last  release  I  have  received  on  tax  amortization  certificates — 
release  491  of  April  16 — shows  huge  certifications  going  to  electric  power  generat¬ 
ing  facilities,  including  .$59  million  to  Commonwealth  Edison,  almost  $39  million 
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to  New  England  Power  Co.,  and  over  $48  million  to  Public  Service  Company  of 
Oklahoma.  Can  you  tell  us  something  about  this  progi-am? 

Answer.  In  1950  the  Defense  Electric  Power  Administration  was  created  in 
the  Department  of  the  Interior  to  “exercise  defense  control  and  expansion 
functions  with  respect  to  the  Nation’s  power  industry.’’  Its  functions  included 
the  “programing  of  power  supply  expansion.” 

The  Defense  Electric  Power  Administration’s  first  major  undertaking  in  co¬ 
operation  with  an  Electric  Power  Advisory  Committee,  appointed  by  the  Ad¬ 
ministrator  of  the  Defense  Production  Administration,  was  a  detailed  study  to 
determine  the  probable  peak  powerloads  for  the  years  1951  through  1954  and 
the  generating  capacity  needed  to  meet  such  requirements. 

In  1950,  after  the  outbreak  of  hostilities  in  Korea,  electric  power  consumption 
began  to  increase  rapidly,  and  the  peak  load  in  1950  was  14  i>ercent  above  the 
peak  of  the  previous  year — by  far  the  largest  single  year  increase  in  the  history 
of  the  industry  up  to  that  time.  This  unprecedented  load  Increase  lowered  the 
industry’s  margin  of  reserve  to  6  percent,  considered  by  the  Defense  Electric 
Power  Administration  to  be  below  that  necessary  for  maintenance  and  emergency 
outages  of  equipment.  In  December  1941  reserve  margins  for  the  country  as  a 
whole  were  22  percent. 

As  a  result,  the  Defense  Electric  Power  Administration  in  1951  developed  a 
power  expansion  program.  The  objectives  of  the  program  were  summarized  by 
the  Defense  Electric  Power  Administration  as  follows : 

1.  To  serve  the  rapidly  increasing  civilian  load  without  curtailment. 

2.  To  serve  the  superimposed  defense  program. 

3.  To  restore  an  adequate  capacity  inar.gin  for  maintenance  and  emer¬ 
gency  outages,  and  for  unscheduled  additions  to  load. 

Its  study  disclosed  that  the  power  consumers  who  planned  sharp  increases 
in  their  requirements  were  the  Atomic  Energy  Commission  and  certain  industi-ies 
in  the  process  of  major  expansion,  such  as  aluminum,  steel,  chemicals,  and  various 
nonferrous  metals.  The  estimated  expansion  for  the  Atomic  Energy  Commis¬ 
sion  was  1,909,(X)0  kilowatts.  For  aluminum  expansion  1,500,000  kilowatts  was 
needed,  of  which  around  80  percent  would  be  generated  by  the  aluminum  in¬ 
dustry  itself. 

As  a  part  of  the  study,  private  and  public  power  organizations  were  asked 
to  r-eport  power  expansion  projected  for  the  years  1950,  1951,  and  1952.  It  M’as 
found  that,  before  the  outbreak  of  hostilities  in  Korea,  a  17  million  kilowatt 
expansion  prograiu  was  planned  for  the  3  years.  It  was  then  agreed  to  by  the 
combined  staff  of  the  Defense  Electric  Power  Administration  and  the  Defense 
Production  Administration  that  a  27  million  kilowatt  expansion  would  be 
needed  through  1953.  The  difference  of  10  million  kilowatts  indicated  the 
increase  needed  to  meet  defense  requirements  and  the  resulting  acceleration  of 
outlays  of  private  capital. 

To  meet  the  power  demands  of  defense  mobilization  and  the  expanding  econ¬ 
omy  by  the  end  of  1953,  a  3-year  27  million  kilowatt  expansion  program  was 
considered  a  minimum  by  the  Defense  Electric  Power  Administration — 7  million 
increase  in  1951,  9i/?>  million  in  1952,  and  10%  million  in  1953. 

The  Defense  Electric  Power  Administration’s  report  dated  December  13, 
1951,  which  carried  the  required  expansion  through  1954,  showed  a  need  for  an 
increase  in  power  facilities  of  around  30  million  kilowatts  during  1952,  1953 
and  1954  over  the  anticipated  base  of  75  million  kilowatts  at  December  31,  1951. 

In  October  1951  the  Defense  Production  Administrator  had  appointed  the 
Electric  Power  Advisory  Committee  under  the  chairmanship  of  Edward  W. 
Morehouse,  vice  president  of  the  General  Public  Utilities  Corp.,  to  “inquire  into 
the  country’s  requirements  for  electric  power  and  energy  for  defense  and  other 
purposes.” 

On  December  31,  1951,  the  IMorehouse  Committee  reported  to  the  Defense  Pro¬ 
duction  Administration  “the  30  million  kilowatts  of  new  capacity  now  planned  by 
the  electric  systems  of  the  country  to  meet  these  demands  (including  necessary 
reserves)  is  not  in  the  aggregate  excessive.  If  anything,  the  total  capacity  is 
too  small.” 

About  the  same  time  as  the  Morehouse  Committee  was  appointed,  the  Joint 
Committee  of  the  Congress  on  Defense  Production,  headed  by  Senator  Maybank, 
ordered  an  investigation  of  the  electric  power  program  to  determine  its  adecpiacy 
to  support  defense  mobilization  needs,  and  on  January  15,  1952,  the  committee 
reported  widespread  difficulties  regarding  allocations  of  materials  for  increasing 
the  electric  power  production  capacity. 
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After  careful  consideration  of  the  Defense  Electric  Power  Administration 
and  the  Morehouse  reports,  the  Defense  Production  Administration’s  staff  recom¬ 
mended  to  the  Administrator  tliat  a  goal  1)6  set  to  provide  incentive  for  a  32 
million  kilowatt  expansion  for  the  3  years  through  1954.  This  was  partially 
based  upon  classified  information  regarding  the  exi>ansion  of  the  Atomic  Energy 
Commission’s  plant. 

Accordingly,  on  Alarch  19,  1952,  expansion  goal  No.  55  for  electric  power  was 
established  at  107  million  kilowatts  by  December  31,  1954,  an  increase  of  32 
million  kilowatts  above  the  December  31, 1951,  capacity  of  75  million.  This  action 
was  taken  by  the  Deputy  Administrator  of  the  Defense  Production  Administra¬ 
tion  for  Progriim  and  Requirements.  The  goal  called  for  an  expansion  of  approxi¬ 
mately  9  million  kilowatts  during  1952,  11  million  in  1953,  and  12  million  in  1954. 

On  August  20,  1952,  expansion  goal  No.  55  was  revised  to  provide  for  117 
million  kilowatts  by  December  31,  1950,  with  expansion  scheduled  as  follows : 


Million 

kilowattn 


Million 

kilowattn 


Year ; 


12 

1 


This  revision  provided  for  42  million  kilowatts  .above  the  December  31,  1951, 
cai)acity  of  75  million  kilowatts,  an  expansion  of  50  percent  in  5  years.  This 
action  was  also  taken  by  the  Deputy  Administrator  of  the  Defense  Production 
Administration  for  Program  and  Requirements. 

From  the  beginning  of  the  program  a  major  objective  was  to  encourage  utilities 
to  install  blocks  of  capacity  which  would  exceed  their  normal  needs,  i.  e.,  to 
build  generating  capacity  in  advance  of  the  time  required  to  meet  their  ordinary 
load  growth  patterns,  and  thus  provide  a  mobilization  reserve. 

During  November  of  1953  the  electric-power  program  was  reviewed  by  the  staff 
of  ODM  in  conjunction  with  the  staff  of  the  Defense  Electric  Power  Administra¬ 
tion.  At  that  time  the  expansion  goal  still  called  for  117  million  kilowatts  by 
December  31,  19.50.  Up  to  November  19.53  certifications  for  tax  amortization 
under  the  goal  were  as  follows: 

Amount  certified - .$4.  227,  638,  000 

Amount  amortized _ .$1,  902, 150,  000 

Capacity  in  kilowatts _  21,  000,  000 

The  Defense  Electric  Power  Administration  rei>orted  its  belief  that  the  require¬ 
ments  of  expansion  goal  No.  .55  as  schedul(*d  would  he  met  by  the  end  of  19.56  and 
recommended  its  closing  at  that  time. 

Since  the  expansion  goal  covered  a  period  of  3  years  in  the  future — 19.54,  1955, 
and  1950 — and  it  was  evident  that  renewed  attention  should  be  given  to  new  basic 
mobilization  assumptions  and  defense  requirements  resulting  therefrom,  it  was 
my  decision  to  suspend  the  goal  rather  than  close  it.  This  action  was  taken  on 
December  3,  1953,  by  Defense  Mobilization  Order  VI 1-6. 

After  suspension  of  the  goal  the  staff  of  ODM  worked  with  the  stafl’  of  the 
Interior  Department  and  made  a  review  of  the  situation.  This  afforded  an 
opportunity  to  watch  the  development  of  the  actual  expansion  of  capacity  which 
was  schedided  and  certifie<l  under  the  expansion  goal  prior  to  its  suspension.’ 
Agreement  was  reached  with  the  Department  of  the  Interior  on  basic  assumptions 
for  mobilization  readiness  and  the  programing  period  was  extended  from  the  end 
of  1956  to  the  end  of  19.58.  This  review  was  completed  in  early  April  of  1955. 
At  that  time,  the  capacity  for  electric  power  projected  to  the  end  of  1958,  taking 
into  account  normal  growth  demand  projections  and  margins  for  normal  opera¬ 
tions,  amounted  to  approximately  1.3.5  million  kilowatts.  That  projecte<l  capacity 
vvas  not  sufficient  for  mobilization  needs.  Accordingly,  on  April  15,  1955,  expan¬ 
sion  goal  No.  55  was  reopened  and  established  at  1.50  million  kilowatts  by  Decem¬ 
ber  31,  1958.  ^  The  reserve  capacity  over  peak-load  estimates  provided  by  this 
full  mobilization  objective  was  about  24  percent.  This  objective  was  designed  to 
take  care  of  re<iuirements  for  full  mobilization  as  contrjisted  with  previous 
efforts  to  cover  only  partial  mobilization  requirements. 

On  August  11,  19.55,  expansion  goal  No.  55  was  again  suspended  under  Defen.se 
Mobilization  Order  VII— 6,  Supplement  1,  as  part  of  a  general  review  of  all  goals. 
The  goal  was  again  reopened  on  September  29.  1955,  with  the  modification  that 
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■applications  foi’  tax  amortization  must  be  filed  by  December  31,  1955,  in  order  to 
be  eligible  for  certification.  Certifications  under  the  reopened  goal  are  as 
follows : 

Amount  certified _ $1, 198,  766,  000 

Amount  amortized _  $494, 100,  000 

Capacity  in  kilowatts _  5,990,000 

Applications  for  tax  amortization  under  the  electric-power  goal  are  subject  to 
the  national  dispersion  policy.  Under  this?  policy  electric-pov  er  projects  are  not 
eligible  for  tax  amortization  unless  they  are  located  out.side  congested  urban 
areas  as  determined  by  the  Department  of  Commerce  and  away  from  major 
military  installations  and  key  defense  industrial  facilities  as  determined  by  the 
Department  of  Defense. 

The  sole  objective  of  the  expansion  goal  is  to  encourage  the  investment  of 
private  capital  in  electric-imwer  facilities  to  increase  total  capacity  by  December 
31,  1958,  to  a  level  sufficient  to  provide  a  margin  for  national  defense  in  the  event 
of  mobilization. 

Question.  Do  you  think  there  will  be  any  end  to  the  accelerated  tax  program? 

Answer.  Yes.  When  gaps  in  the  mobilization  base  have  been  satisfactorily 
provided  for. 

Question.  How  is  small  business  faring  under  this  program? 

Answer.  Nearly  21,000  necessity  certificates  have  been  issued.  More  than 
40  percent  of  them  have  gone  to  small  business. 

Question.  I  see  the  Attorney  General  is  looking  into  this  in  connection  witu 
the  petroleum  industry  in  his  second-quarter  report  under  the  Defense  Produc¬ 
tion  Act,  and  the  best  he  could  say  was  that  small  business  was  receiving  about 
the  .share  of  certificates  that  it  had  of  the  business,  meaning  that  the  20  major 
oil  companies  which  had  82  pei'cent  of  the  business  received  72  or  3  percent  of 
the  certificates.  Is  this  overwhelming  bias  true  throughout  the  rest  of  the  ac¬ 
celerated  amortization  program? 

Answer.  The  Attorney  General’s  report  states  that  “the  grant  of  certificates 
has  favored  the  smaller  companies  somewhat  above  their  industry  share  in 
1950”  and  concludes  that  “emergency  amortization — at  least  in  petroleum — has 
not  increased  concentration.”  The  Department  of  Justice  is  watching  this 
situation  in  other  fields. 

Question.  Section  303  provides  for  purchases  and  commitments  to  purchase 
minerals  and  other  materials  and  for  the  encouragement  of  exploration,  develop¬ 
ment  and  mining  of  critical  and  strategic  minerals  and  metals.  What  have  been 
the  2  or  3  major  programs  under  this  authority? 

Answer.  Nickel,  copper,  aluminum,  and  titanium. 

Question.  What  current  use  is  being  made  of  this  authority? 

Answer.  Defense  Minerals  Exploration  Administration  in  the  Department  of 
the  Interior  administers  an  extensive  exploration  program  for  about  33  minerals. 
The  General  Services  Administration  administers  production  expansion  and 
development  programs  for  21  stockpile  materials.  The  DMEA  activities  are 
expanding.  Some  GSA  programs  are  being  closed  down  or  curtailed  as  defense 
needs  are  met. 

Question.  How  is  the  Nicaro  project  progressing? 

Answer.  Practically  on  schedule. 

Question.  When  do  you  expect  to  receive  the  added  production  from  the  last 
expansion  there? 

Answer.  Starting  January  1957. 

Question.  Do  you  need  any  more  authority  to  assist  you  in  carrying  on  the 
Nicaro  project? 

Answer.  No. 

Question.  When  the  President  vetoed  H.  R.  6363,  which  would  have  extended 
certain  mineral  programs  under  title  III,  he  said  that  it  was  desirable  to  develop 
a  long-range  minerals  program  for  the  United  States  to  assure  an  adequte  mo¬ 
bilization  basis  and  reserve  a  sound  minerals  economy.  He  said  that  the  Office 
of  Minerals  Mobilization  had  been  established  in  the  Interior  Department  to 
determine  and  recommend  such  a  program.  Has  such  a  program  been  de¬ 
veloped  yet? 

Answer.  Reports  concerning  the  defense  aspects  of  these  minerals  have  been 
presented  to  ODM  by  the  Department  of  the  Interior.  The  Department  should 
be  contacted  directly  with  regard  to  long-range  minerals  programs  to  achieve  a 
sound  minerals  economy. 

Question.  Have  you  used  the  lending  authority  under  title  III  for  disaster- 
relief  programs? 
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Answer.  Yes.  Seven  applications  for  $13  million  have  been  granted.  Four 
other  approved  applications  were  withdrawn  by  the  applicants.  Two  applica¬ 
tions  were  disapproved — one  because  of  no  defense  relationship  and  one  for 
credit  reasons. 

Question.  You  have  asked  for  an  extension  of  the  contracting  authority  from 
1963  to  1965.  Will  you  explain  why  this  is  necessary? 

Answer.  Sufficient  time  is  needed  for  development  of  new  mineral  deposits 
and  to  permit  deliveries  thereafter  to  the  Government  for  certain  minerals,  such 
as  nickel.  Two  additional  years  would  provide  time  essential  for  deliveries 
after  completion  of  development  work. 

Question.  I  understand  you  have  about  $400  million  left  under  the  $2,100 
million  borrowing  authority.  Do  you  anticipate  this  will  be  sufficient  over  a 
2-year  extension  of  the  act? 

Answer.  Ye.s. 

Question.  If  other  legislation  is  enacted  drawing  uiwn  this  sum,  what  programs 
would  be  affected? 

Answer.  Until  the  nature  of  prospective  legislation  and  the  extent  to  which  it 
would  draw  on  available  funds  are  known,  it  is  impossible  to  estimate  effects. 
Adjustments  of  existing  programs  such  as  nickel,  and  of  new  programs  to  meet 
potential  reciuirements,  particularly  for  new  weaimns,  would  be  most  affected. 

Question.  This  program  is  set  up  on  a  probable  ultimate  net-cost  basis.  Has  it 
been  your  experience  that  the  estimates  of  probable  ultimate  net  costs  made  in 
the  past  have  been  correct? 

Answer.  Generally  the  estimates  have  been  correct.  Absolute  accuracy  is 
impossible  because  the  estimates  depend  upon  a  number  of  variable  factors 
including  market  price  changes.  The  programs  are  under  constant  review  and 
when  there  is  a  major  cliange  affecting  them,  the  probable  ultimate  net  cost  is 
adjusted  to  meet  the  change. 

Question.  I  see  from  the  Federal  Reserve  System’s  report  to  the  Joint  Com¬ 
mittee  contained  in  the  5th  annual  report  of  that  committee  tliat  a  few  loans 
are  sill  being  guaranteed  under  section  301  of  the  Defense  Production  Act.  I 
see  also  that  the  total  of  loans  outstanding  on  July  31,  1955,  was  $2t»5,711,0()0,  of 
which  $224,659,000  was  guaranteed  and  that  an  additionat  $211,296,000  was 
available  to  borrowers  under  guaranteed  agreements  then  in  force.  What 
agencies  have  guaranteed  loans  in  the  last  6  months  or  so  and  what  kind  of 
activity  do  these  loans  cover? 

Answer.  Army,  Navy,  and  Air  Force  for  implements  of  war.  GSA  for  alumi¬ 
num  production.  AFC  for  expansion  of  facilities  to  produce  lithium. 

Question.  How  many  of  these  loans  have  been  in  default? 

Answi'r.  AFC,  GSA,  Air  Force,  none.  Army  has  5  million  in  default.  Navy 
has  3  million  in  default. 

Question.  Have  there  been  any  cases  where  the  guaranteeing  agencies  have 
been  called  upon  to  pay  out  under  their  guaranties? 

-Answer.  Army  paid  about  $1  million  under  guaranty.  Navy,  unknown. 

Question.  When  will  you  exi)ect  this  program  to  terminate? 

-tnswer.  Program  will  be  continued  until  termination  of  Defense  Production 
-Act.  Will  be  used  as  needed  for  defense. 

(juestion.  Has  a  prolit  been  made  off  this  program?  If  so,  how  much?  What 
do  you  anticipate  it  will  be  by  the  end  of  the  program? 

Answer.  It  is  expected  that  interest  earned  or  guarantee  bank  fees  will  off¬ 
set  any  losses  and  there  will  be  no  substantial  profit  or  loss. 

Question.  Section  302  authorizes  loans  to  private  enterprises  for  the  expan¬ 
sion  of  capacity,  development  of  technical  processes  or  production  of  essential 
materials,  including  the  exploration,  development  and  mining  of  strategic  metals 
and  minerals  and  manufacturing  of  newsprint.  What  loans  have  been  made 
to  assist  the  manufacturer  of  newsprint? 

Answer.  None. 

Question.  Would  you  say  that  the  specific  insertion  in  1952  by  the  Congress 
of  the  provision  with  respect  to  manufacturing  newsprint  would  authorize  you 
to  make  loans  for  this  purpose  at  this  time? 

Answei .  Authoiity  exists  if  a  defense  need  for  the  expansion  of  capacity 
can  be  established. 

Question.  What  kinds  of  loans  have  been  made  under  section  32  of  the  last 

m  i-Li  u  m  I.  X-I  o  « 

Answer.  Disaster  loans  in  New  England  totaling  $13  million 

Question.  What  has  been  your  experience  of  repayments  of  these  loans? 
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Answer.  $277  million  disbursed,  $72  million  repaid,  $199  million  outstanding. 

Question.  Have  the  losses  lieen  large? 

Answer.  No.  Losses  to  date  estimated  at  1.5  million  or  less  than  1  percent 
of  amount  disbursed,  which  is  less  than  the  interest  earned. 

Question.  What  efforts  did  you  make  before  appointing  the  W.  O.  C.  to  an 
operating  position  to  find  a  person  to  fill  the  job  on  a  regular  full-time  salaried 
job? 

Answer.  In  filling  the  position  of  Assistant  Director  for  Materials  at  the 
GS-1  level  two  lines  of  inquiry  were  pursued  simultaneously. 

1.  The  Civil  Service  Commission  was  requested  to  name  possible  candi¬ 
dates  for  the  position  from  their  active  files.  An  ODM  screening  committee 
headed  by  the  Deputy  Director  considered  those  candidates  and  found  none 
to  be  qualified.  Their  qualifications  were  personally  reviewed  by  me  with 
the  same  conclusion. 

2.  Staff  members  of  ODIM  were  asked  to  contact  qualified  persons  from 
private  life  in  order  to  determine  whether  anyone  so  qualified  would  accept 
the  position  on  a  salaried  basis.  None  were  in  a  position  to  do  so. 

The  qualifications  of  a  person  to  fill  the  position  of  Assistant  Director  for 
Manpower,  also  at  the  GS-1  level,  are  well  known  to  me  personally  because  of 
my  experience  with  the  Civil  Service  Commission  and  in  establishing  and  con¬ 
ducting  the  manpower  program  of  ODiM.  I  was  familiar  with  the  people  in 
Washington  who  might  be  qualified  to  handle  the  job  as  well  as  some  in  private 
life.  After  due  consideration  of  all  possible  candidates  I  found  that  it  was  not 
possible  to  fill  the  position  with  a  quaiified  man  on  a  salaried  basis. 

Question.  The  Chairman  of  the  Civil  Seiuice  Commisson  has  said  that  he 
does  not  question  the  certifications  made  by  the  head  of  a  department  or  agency, 
and  that  the  supporting  statements  are  reviewed  only  to  assure  that  they  cover 
the  required  points.  However,  apparently  no  independent  evaluation  of  the 
need  for  or  qualifications  of  a  WOC  will  be  made  by  civil  service,  and  no 
comment  will  be  made  on  the  availability  of  persons  to  fill  the  job  on  a  full¬ 
time  salaried  basis.  On  the  basis  of  your  experience  on  the  CSC  during  the 
war,  do  you  think  the  CSC  might  be  able  to  make  a  more  meaningful  and  helpful 
surve.v  and  report?  For  example,  do  you  think  it  is  too  much  to  ask  the  CSC  to 
report  on  whether  they  find  that  the  individuals  chosen  are  in  fact  persons  of 
outstanding  experience  and  ability,  or  whether  they  agree  that  no  persons  are 
available  for  the  job  in  a  regular  full-time  salaried  status? 

Answer.  The  extent  of  an  audit  by  the  Civil  Service  Commission  is  determined 
only  by  the  resources  that  are  available  to  it  for  such  purpose.  On  the  basis 
of  my  experience  on  the  Civil  Service  Commission  I  feel  that  it  should  not  sub- 
.stitute  its  judgment  for  the  judgment  of  the  head  of  the  agency  in  a  matter  of 
this  kind  except  when  there  has  been  a  clear  and  flagrant  violation  of  the  intent 
of  the  Congress  and  the  President. 

Question.  Tou  have  proceeded  under  section  710  (e)  of  the  Defense  Production 
Act  to  establish  an  executive  reserve? 

Answer.  Yes. 

Question.  This  is  under  Executive  Order  10660  and  DM0  1-21,  is  it  not? 

Answer.  Yes. 

ExECUxrvE  Order  10660 

PROVIDING  FOR  THE  ESTABLISHMENT  OF  A  NATIONAL  DEFENSE  EXECUTIVE  RESERVE 

By  virtue  of  the  authority  vested  in  me  by  tbe  Constitution  and  laws  of  the 
United  States,  including  sections  70.3  (a)  and  710  (e)  of  the  Defense  Production- 
Act  of  19.50,  as  amended  (50  U.  S.  C.  App.  2153  (a)  ;  2160  (e) ),  and  as  President 
of  the  United  States,  it  is  hereby  ordered  as  follows : 

Section  1.  There  is  hereby  established  in  the  executive  branch  of  the  Govern¬ 
ment  a  National  Defense  Executive  Reserve  to  be  composed  of  persons  selected 
from  various  segments  of  the  civilian  economy  and  from  government  to  be  trained 
for  employment  in  executive  positions  in  the  Federal  Government  during  periods 
of  emergency. 

Sec.  2.  The  Director  of  the  Office  of  Defense  Mobilization  is  hereby  directed 
to  institute  and  administer  the  Executive  Reserve  program ;  to  coordinate  the 
activities  of  other  agencies  in  establishing  units  of  the  Reserve ;  to  provide  for 
appropriate  standards  of  recruitment  and  training;  and  to  issue  necessary  rules 
and  regulations  in  connection  with  such  program. 
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Sec.  3.  The  Director  of  the  Office  of  Defense  Mobili/.ation  in  carrying  out  his 
responsibilities  under  this  order  may  utilize  the  services  of  other  departments 
and  agencies  in  the  maintenance  of  agency  and  centralized  rosters  and  in  the 
development  of  training  programs  and  materials. 

Sec.  4.  Heads  of  departments  and  agencies  of  the  Government  designated  by 
the  Director  of  the  Office  of  Defense  Mobilization,  after  appropriate  consultation, 
are  authorized  to  establish  units  of  the  Executive  Reserve  and  to  select  and 
designate  per.sons  to  .serve  as  members  of  the  units. 

Sec.  5.  Activities  of  i>ersons  by  reason  of  designation  as  Executive  Reservists 
under  this  order  shall  not  include  acting  or  advising  on  any  matter  pending  before 
any  department  or  agency  but  shall  be  limited  to  receiving  training  for  mobiliza¬ 
tion  assignments  under  the  Reserve  program.  With  respect  to  activities  as  so 
limited,  reservists  who  are  not  full-time  Government  employees  shall  be  exempt 
from  the  operation  of  sections  281,  283,  284,  434,  and  1914  of  Title  18,  United 
States  Code,  and  section  190  of  the  Revised  Statutes  (5  U.  S.  C.  99). 

Sec.  6.  The  Director  of  the  Office  of  Defense  Mobilization  shall  report  to  the 
President  annually,  and  at  such  other  times  as  may  Iw  appropriate,  on  the  progi’ess 
made  in  the  development  and  operation  of  the  Executive  Reserve  program. 

Dwight  D.  Eisenhowee. 

The  White  House,  Fehruary  15,  1956. 

[P.  R.  Doc.  5G-1338  ;  Filed,  Feb.  16,  1956 ;  3  :48  p.  m.] 

Executive  Office  of  the  Phesident, 

Office  of  Defense  Mobilization, 

February  28,  1956. 

Defense  Mobilization  Obder  1-21 

Subject :  Providing  for  a  National  Defense  Executive  Resen’e. 

By  virtue  of  the  authority  vested  in  me  by  section  710  (e)  of  the  Defense 
Production  Act  of  1950,  as  amended,  and  by  Executive  Order  106G0,  of  February 
15,  1956,  establishing  a  National  Defense  Executive  Reserve,  and  in  order  to 
facilitate  the  development  of  the  National  Defense  Executive  Reserve  program 
as  piirt  of  the  program  for  readiness  for  any  future  mobilization,  it  is  hereby 
ordered : 

1.  Departments  and  agencies  of  the  executive  branch  having  major  mobiliza¬ 
tion  resiKUisibilities  are  authorized  after  consultation  with  the  Assistant  Director 
for  Manpower,  Office  of  Defense  Mobilization,  to  establish  units  of  the  Executive 
Reserve,  select  and  designate  members  of  such  units,  and  institute  programs  for 
their  training.  Eacli  unit  of  the  Executive  Reserve  shall  be  civilian  and  shall 
be  under  the  supervision  of  the  head  of  the  department  or  agency,  or  an  official 
designated  by  him  and  responsible  to  him  for  the  conduct  of  the  program. 

2.  An  Interagency  Executive  Reserve  Committee  is  hereby  established  to  ad¬ 
vise  the  Director  of  the  Office  of  Defense  iMobilization  on  the  coordination  of 
programs  of  the  several  Executive  Reserve  units,  so  that  a  reasonable  uniformity 
in  administration,  training  methods,  and  adequacy  of  coverage  of  mobilization 
functions  can  be  assured.  Tlie  Chairman  of  this  Committee  shall  be  designated 
by  the  Director  of  the  Office  of  Defense  Mobilization.  The  members  shall  be 
appointed  by  the  Assistant  Director  for  Maniiower,  ODM,  and  shall  be  from 
among  the  persons  designated  to  direct  the  programs  in  the  participating  agencies. 

3.  There  is  also  established  an  Advi.sory  Committee  to  the  Director  of  the  Office 
of  Defense  Mobilization  drawn  from  persons  in  private  life  to  assist  him  in  the 
furtherance  of  the  program. 

4.  Members  of  the  Reserve  units  shall  be  drawn  as  appropriate  from  all  seg¬ 
ments  of  the  economy ;  for  example,  from  industry,  agriculture,  labor,  the  profes¬ 
sions,  professional  societies,  and  D-om  private  and  public  institutions.  They 
may  include  persons  serving  in  Government  on  a  full-  or  part-time  basis.  Re¬ 
servists  shall  be  persons  with  broad  experience  in  such  important  functional 
areas  as  production,  manpower,  transportation,  etc.,  and  qualified  to  participate 
in  an  executive  capacity  in  such  areas  in  the  event  of  an  emergency.  The  num¬ 
bers  of  reservists  shall'  be  limited  to  those  for  which  there  is  a  demonstrable 
need  in  essential  mobilization  functions. 

5.  Each  department  and  agency  shall  be  responsible  for  avoiding  the  issuance 
of  invitations  to  persons  already  in  the  Reserve  and  avoiding  excessive  govern¬ 
mental  demands  on  a  single  employer.  To  assist  the  departments  and  agencies 
in  this  re.sponsibility,  a  central  register  of  Reserve  members  will  be  maintained 
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by  the  Civil  Service  Commission  for  reference.  Each  department  shall  notify 
the  Commission  of  persons  designated  as  members  of  the  Reserve. 

6.  Each  member  of  the  Reserve  will  be  asked  to  submit  a  statement  of  under¬ 
standing  containing : 

(1)  A  statement  of  the  reservist’s  willingness  to  attend  a  course  of  train¬ 
ing  at  least  once  a  year  at  Washington  or  regional  points; 

(2)  A  statement  of  the  reservist’s  immediate  availability  for  assignment 
in  the  event  of  a  national  emergency  barring  unforeseen  and  overriding 
reasons  to  the  contrary ; 

(3)  The  concurrence  in  (1)  and  (2)  above  of  the  reservist’s  private  em¬ 
ployer  or,  in  the  case  of  a  government  employee,  of  a  responsible  official  of 
his  agency; 

(4)  A  statement  that  the  Reservist  will  notify  the  designating  depart¬ 
ment  or  agency  when  his  employment  or  personal  status  changes  in  such  a 
manner  as  to  make  it  unlikely  that  he  would  be  available  for  full-time  serv¬ 
ice  in  the  event  of  national  emergency. 

7.  The  degree  of  security  clearance  necessary  for  each  Reservist  will  be  de¬ 
termined  by  the  department  or  agency  involved  in  accordance  with  existing 
security  standards.  The  official  designation  of  Executive  Reservists  will  be 
withheld  until  such  security  clearance  is  obtained. 

8.  Each  department  and  agency  establishing  a  unit  of  the  Reserve  shall  estab¬ 
lish  a  training  program  which  shall  include,  but  not  be  limited  to,  orientation 
sessions ;  continuous  and  up-to-date  information  on  the  Government  organization 
and  program  planned  in  the  event  of  mobilization ;  information  to  keep  the 
Reservist  fully  abreast  of  developments  in  his  field  which  affect  the  capacity  of 
the  United  States  to  mobilize  its  resources  in  an  emergency.  The  training  pro¬ 
grams  will  be  carried  out  at  Washington  and  regional  levels  and  will  include 
the  actual  participation  in  the  testing  of  mobilization  plans  at  relocation  sites. 
Appropriate  manuals  or  handbooks  shall  be  maintained.  The  Civil  Service  Com¬ 
mission  shall  assist  in  preparation  of  these  materials  as  required. 

9.  With  respect  to  training  activities  under  the  Reserve  program,  Reseiwists 
who  are  not  full-time  Government  employees  are  exempt  in  accordance  with 
the  provisions  of  Executive  Order  10660  from  the  operation  of  sections  281,  283, 
284,  434,  and  1914  of  title  18,  United  States  Code,  and  section  190  of  the  Re¬ 
vised  Statutes  (5  U.  S.  G.  99) .  Reservist  training  within  the  meaning  of  this  sem 
tion  shall  not  include  advising,  consulting,  or  acting  on  any  matter  pending 
before  the  department  or  agency  concerned.  In  the  event  that  proper  training 
of  the  Reservist  who  is  not  a  Government  employee  entails  one  or  more  of  such 
activities,  he  shall  be  appointed  by  such  department  or  agency  under  appropriate 
authority,  including  sections  710  (b)  and  710  (c)  of  the  Defense  Production  Act 
of  1950,  as  amended.  With  respect  to  such  activities,  exemption  from  the  op¬ 
eration  of  the  conflict  of  interest  statutes  will  dei)end  upon  the  provisions  of 
the  statute  and  regulations  under  which  the  appointment  is  made. 

10.  Each  department  and  agency  having  a  unit  of  the  Executive  Reserve  shall 
report  annually  to  the  Director  of  the  Office  of  Defense  Mobilization  regarding 
the  organization,  training,  and  state  of  readiness  of  its  Executive  Reserve  unit, 
indicating  its  size,  composition,  and  representation,  together  with  recommenda¬ 
tions  thereon. 

Office  of  Defense  Mobilization, 
Arthur  S.  Flemming,  Director. 

Question.  Section  5  of  the  executive  order  provides  that  “activities  of  persons 
by  reason  of  designation  as  Executive  Reservists  under  this  order  shall  not  in¬ 
clude  acting  or  advising  on  any  matter  pending  before  any  department  or  agency 
but  shall  be  limited  to  receiving  training  for  mobilization  assignments  imder  the 
Reserve  program.” 

So,  if  it  is  necessary  for  a  Reservist  to  take  any  action  or  engage  in  advising 
or  consulting,  he  must  first  be  placed  in  some  other  status,  either  a  salaried  job 
or  a  WOO  or  a  consultative  position? 

Answer.  Yes. 

Question.  Is  this  made  abundantly  clear  to  the  Reservists  and  those  he  deals 
with? 

Answer.  Yes. 

Question.  For  instance,  if  he  becomes  a  WOO,  he  will  then  have  to  file  a  state¬ 
ment  of  his  financial  interests? 

Answer.  Yes. 
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Qiiestion.  Or,  for  instance,  if  he  becomes  a  regular  full-time  salaried  employee, 
he  will  he  subject  to  all  the  conflict  of  interest  statutes? 

Answer.  Yes. 

Question.  Under  these  circumstances,  do  you  think  it  is  necessary  or  desirable 
to  require  Executive  Reservists  to  flle  a  statement  of  their  fliiancial  interests? 

Answer:  No. 

Question.  Do  you  think  such  a  requirement  u-ould  hinder  the  Executive  Re¬ 
serve  program,  and  might  in  fact  result  in  more  appointments  as  WOC’s  and 
less  as  Executive  Reserves? 

Answer.  Yes. 

Question.  What  kind  of  training  do  the  Executive  Reservists  get;  lectures, 
talks,  conferences,  or  what? 

Answer.  A  variety  of  methods  are  used  in  training  Executive  Re.serves.  Some 
of  them  serve  on  various  ODM  advisory  committees  and  receive  infoi-mation  and 
training  through  these  contacts.  Others  are  brought  in  periodically  for  confer¬ 
ences  and  briefing  on  mobilization  plans  and  programs.  As  many  as  are  available 
participate  in  the  annual  Operation  Alert  conducted  by  ODM  and  ECDA  with 
the  participation  of  other  departments  and  agencies. 

Since  Executive  Reservists  are  men  highly  qualified  in  their  respective  .spe¬ 
cialties,  we  try  to  use  the  type  of  training  that  is  best  suited  to  tbeir  needs  and 
the  time  they  have  available  for  training  activities. 

Question.  Would  it  be  helpful  to  have  authorization  to  send  the  Executive 
Reserves  to  the  Army  War  College  or  to  arrange  for  them  to  take  the  Industrial 
College  of  the  Armed  Fcjrces  correspondence  course  on  mobilization  problems? 

Answer.  Yes. 

Question.  Are  you  familiar  with  the  voluntary  agreement  on  foreign  petroleum 
supi)ly  and  with  the  amendments  which  .Judge  Rarnes  discussed  in  his  supple¬ 
mental  report  of  February  20,  19.56? 

Answer.  Yes. 

Question.  Was  it  .vou  who  approved  the  agreement  in  .Tune  1958  and  made  the 
formal  request  to  the  participants  after  the  previous  foreign  oil  supply  agreement 
had  been  terminat(“d  by  Attorney  General  McGranery? 

Answer,  fl'he  Director  of  ODM  apjiroved  the  agreement  of  .iTine  19.58  and  made 
the  formal  re(piests  to  the  participants.  It  should  be  noted,  however,  that  the 
earlier  agreement  was  not  terminated  by  Attorney  General  McGranery,  although 
in  .January  of  that  year  he  had  requested  withdrawal  of  the  re(piests  to  participate 
in  that  agreement.  The  early  agreement  was  officially  terminated  by  ODM  in 
April  and  requests  for  ]iarticii)ation  in  the  new  agreement  were  sent  out  in  .June. 

Question.  Jn  .Judge  Rarnes’  February  20  report  he  stated  that  .Justice  “felt 
operations  under  the  agreement  raised  real  antitrust  problems.’’  In  his  report 
he  pointed  out  that  these  operations  involved  an  exchange  of  information  con¬ 
cerning  current  and  future  requirements  of  countries,  capacities  of  various 
refineries,  and  information  about  pipeline  systems :  and  that  since  the  program 
was  run  by  representatives  of  the  various  oil  companies,  this  meant  communica¬ 
tion  of  one  competitor’s  iwoduction  estimates  to  another.  He  felt  this  was  par¬ 
ticularly  undesirable  because  the  14  agreement  members  included  5  of  the  prin¬ 
cipal  defendants  and  0  more  of  the  alleged  coconsiiirators,  affiliates  or  subsid¬ 
iaries  of  defendants  in  the  Government’s  cartel  suit.  In  that  suit  the  prime 
offense  alleged,  according  to  .Judge  Rarnes,  is  a  division  of  world  markets  aided 
partiall.v,  at  least,  by  information  not  unlike  that  discussed  under  the  foreign-oil 
supply  agreement.  Do  you  agree  with  Judge  Rarnes  that  these  operations  raised 
real  antitrust  problems? 

Answer.  The  Congress  assigned  to  the  Attorney  General  the  responsibility  for 
approving  all  voluntary  agreements  under  section  70S,  presumably  so  that  he 
could  examine  the  antitrust  imifiications  of  each  proposed  agreement.  Only  his 
office  can  appropriately  make  determinations  in  this  area  and  we  would  not  feel 
competent  to  exi)ress  an  opinion  on  those  specialized  problems. 

Question.  In  Judge  Rarnes’  report  he  said  that  the  agreement  would  be  ter¬ 
minated  unless  certain  amendments  were  made  which  I  understand  you  and 
Interior  and  Defense  have  agreed  to.  Has  the  agreement  been  changed  to  incor¬ 
porate  these  agreements? 

Answer.  The  foreign  petroleum  supply  agreement,  as  amended  in  accordance 
with  the  suggestions  of  the  Attorney  General,  has  been  submitted  to  his  office  for 
approval.  That  approval  has  just  been  received  and  letters  requesting  partici¬ 
pation  in  the  amended  agreement  will  be  sent  to  participants  in  the  very  near 
future. 
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Question.  I  understand  one  of  these  amendments  is  to  eliminate  the  oii  com- 
panj^  employees  of  the  committee  and  to  require  that  all  persons  working  on  the 
agreement,  execpt  members  of  the  committee  themselves,  will  be  full-time  salaried 
Government  employees.  Is  this  correct? 

An.swer.  The  amended  agreement  provides  that  the  chairman  of  the  Foreign 
Petroleum  Supply  Committee  and  the  chairman  of  each  subcommittee  shall  be 
a  full-time  salaried  employee  of  the  United  States  Government.  It  also  provides 
that  the  chairman  “shall  maintain  such  staff  and  otlier  persons  appointed  by 
the  Administrator  as  may  be  requisite  to  discharge  the  duties  and  functions 
conferred  upon  him  pursuant  to  this  agreement.  The  staff  and  other  appointees 
shall  be  employees  of  the  United  States  Government.” 

Question :  I  have  a  copy  of  Platt’s  Oilgram  for  March  30,  19.56.  This  states 
that  the  New  York  staff  of  the  Foreign  Petroleum  Supply  Committee  will  be 
back  in  business  on  April  2  as  Government  employees.  It  then  states  that  the 
staff  has  been  retained  only  on  a  tMFday  basis  and  will  be  supplanted  by  a  still 
to  be  recruited  Washington  staff  once  it  clears  up  its  work.  Does  this  mean 
that  the  oil  company  employees  who  formerly  were  working  under  the  agree¬ 
ment  and  were  criticized  by  Judge  Barnes  are  still  engaged  on  this  work? 

Answer.  We  have  not  seen  Platt’s  Oilgram  of  March  30,  1956,  but  Interior 
Department  informs  us  that  the  facts  concerning  the  New  York  staff  for  the 
committee  are  as  follows  : 

q’he  oil  companies  employed  people  with  specialized  knowledge  to  do  the  staff 
work  on  the  committee  reports.  At  the  time  the  Attorney  General  suggested 
amendments  to  the  agreement  most  of  the  work  on  two  voluminous  reports  had 
been  completed  and  it  was  desirable  that  the  staff  familiar  with  them  should 
complete  the  work.  In  order  to  follow  the  spirit  of  the  proposed  amendment 
those  staff  employees  were  hired  by  the  Department  of  the  Interior  on  a  salaried 
basis. 

Question.  The  Defense  Production  Act  amendments  of  1955  required  the  At¬ 
torney  General  to  review  outstanding  agreements  within  90  days  after  the  en¬ 
actment  of  the  amendments  on  August  9.  The  Attorney  General  was  unable 
to  reach  any  conclusion  on  the  foreign  oil  supply  agreement  and  the  tanker 
capacity  agreement  until  Feln-uary  20,  1956,  more  than  6  months  from  August  9. 
Can  you  give  us  any  explanation  for  this  delay? 

Answer.  The  time  consumed  in  revising  the  foreign  petroleum  supply  agree¬ 
ment  and  the  tanker  capacity  agreement  in  accordance  with  the  Attorney  Gen- 
ei’al’s  views  can  be  attributed  to  the  complicated  asses.sment  of  the  defense  and 
antitrust  factors  assigned  to  him  by  the  statute.  In  order  to  weigh  the  effect 
of  these  factors  the  Attorne.y  General  was  required  to  collect  and  study  extensive 
information  on  the  defense  aspects  of  these  agreements  with  which  he  was 
naturally  not  familiar.  He  recognized  the  importance  of  these  factors,  and  the 
process  of  developing  amendments  which  would  give  due  weight  to  them  and 
still  meet  his  antitrust  objections  was  time  consuming. 

Question :  In  Judge  Barnes’  supplementary  report  of  February  20,  he  said  the 
part  of  the  foreign  petroleum  suppl.v  agreement  relating  to  the  preparation  of 
plans  of  action  for  allocating  petroleum  supplies  was  inactive  at  the  present 
time  and  would  be  left  in  force  pending  receipt  of  any  future  plan  of  action, 
which  would  have  to  be  submitted  to  the  Attorney  General  for  approval.  In 
his  report  he  also  said  that  the  voluntary  agreement  relating  to  tanker  capacity 
was  also  not  being  used  at  the  present  time  and  would  be  retained  in  standby 
condition.  The  195.5  amendments  to  the  Defen.se  Production  Act  limited  future 
voluntary  agreements  to  agreements  relating  to  military  procurement.  Don’t 
you  think  that  the  prohibition  on  future  nonmilitary  voluntary  agreements 
would  apply  to  future  allocation  programs  under  the  foreign  oil  supply  agreement 
and  the  tanker  capacity  supply  agreement? 

Answer.  We  do  not  believe  that  the  prohibition  in  the  amended  statute  against 
future  nonmilitary  voluntary  agreements  would  apply  to  the  emergency  alloca¬ 
tion  programs  under  the  foreign  petroleum  supply  agreement  and  the  tanker 
capacity  agreement.  The  Attorney  General  obviously  would  not  have  approved 
the  amended  agreements  with  those  emergency  provisions  had  he  not  been  con¬ 
vinced  that  the  Congress  considered  the  emergency  provisions  to  be  an  integral 
part  of  agreements  duly  approved  prior  to  the  enactment  of  the  Defense  Produc¬ 
tion  Act  amendments  of  1955.  Emergency  agreements  under  those  provisions 
would  not  be  new  agreements  within  the  meaning  of  section  708. 

Senator  Freak.  Do  you  have  otlier  statements  that  you  would  like 
to  make  ? 
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Dr.  Feemming.  I  do  not  have  anything  further  to  present,  Mr. 
Chairman. 

Senator  Freak.  May  I  assure  yon  again  that  we  are  happy  to  have 
you  here  this  morning,  Dr.  Flemming,  giving  us  the  opportunity  of 
presenting  our  questions  to  you.  Tliank  you  very  much. 

The  subcommittee  will  stand  in  recess  until  Wednesday  morning  at 
10  a.  m. 

(Whereupon,  at  11 : 18  a.  m.,  the  subcommittee  recessed,  to  reconvene 
at  10  a.  m.,  Wednesday,  April  25,  1956,  in  room  301,  Senate  Office 
Building.) 

(The  material  referred  to  on  p.  21  follows :) 

DEFE^’SE  I’KOCUREMENT  AND  SmALI,  BUSINESS 
Report  to  the  I'resident  and  to  the  Congress  hy  Office  of  Defense  Mobilization 

This  report  is  snhinitted  pursuant  to  section  r>  of  tlie  Defense  Production  Act 
Amendments  of  195.5. 

This  section  requires  the  Office  of  Defense  ^Mobilization  to  investigate  the  dis¬ 
tribution  of  defense  contracts  wltli  particular  refei-ence  to  the  share  of  such 
contracts  which  has  gone  and  is  now  going  to  small  business,  and  to  make  a  report 
to  the  President  and  the  Congress,  within  6  months,  containing  the  following : 

(i)  A  full  statement  of  the  steps  taken  hy  the  Office  of  Defen.se  Mobiliza¬ 
tion  in  making  investigations  required  by  this  subsection ; 

(ii)  The  findings  of  the  Office  of  Defense  Mobilization  with  respect  to  the 
share  of  procurement  which  has  gone  and  is  now  going  to  small  business ; 

(lii)  A  full  and  complete  statement  of  tlie  actions  taken  by  the  Office  of 
Defense  Mobilization  and  other  agencies  to  increa.se  such  small  business 
share ; 

(iv)  A  full  and  complete  statement  of  the  recomemndations  made  by  the 
procurement  agencies  and  other  agencies  consulted  by  the  Office  of  Defense 
Mobilization ;  and 

fv)  Specific  recommendations  by  the  Office  of  Defense  Mobilization  for 
further  action  to  increase  the  share  of  procurement  going  to  small  business. 

<i)  A  full  statement  of  the  steps  taken  hy  the  Office  of  Defense  MoUlization  in 
making  inimstigations  required  hy  this  subseetio'n 

Upon  passage  and  approval  of  the  Defense  Production  Act  Amendments  of 
1955,  the  Director  of  the  Office  of  Defense  Mol)ilization  communicated  with  the 
agencies  most  directly  concerned  with  defense  procurement  requesting  them  to 
appoint  representatives  to  work  together  on  this  problem  with  the  representa¬ 
tive  of  the  Office  of  Defense  Mobilization.  The  following  agencies  were  con¬ 
tacted:  Departnient  of  Defen.se  (including  the  military  departments).  Small 
Business  Administration,  Department  of  Commerce,  Atomic  Energy  Commission, 
and  General  Services  Administration. 

The  scope  of  the  required  report  was  examined  by  this  group  of  representa¬ 
tives  and  agreed  uiK)n.  Each  agency  was  requested  to  submit  an  outline  of  the 
material,  including  statistical  data,  wliich  it  could  provide  within  its  area  of 
concern.  Tliese  outlines  were  received  and  approved  and  in  the  course  of  time 
the  data  was  submitted  by  the  agencies  to  the  Office  of  Defense  Mobilization. 
Numerous  informal  discussions  were  held,  representatives  of  the  agencies  clari¬ 
fied  points  of  issue  and  data  submitted,  and  appropriate  additional  material  was 
requested  and  supplied.  Representatives  of  the  Department  of  Defense  and 
the  Small  Business  Administration  were  of  assistance  in  analysis  of  the  sta¬ 
tistics,  the  background  of  each  problem,  and  the  administrative  policies  and 
procedures  which  had  been  adopted.  Discussions  were  also  held  with  repre¬ 
sentatives  of  the  Bureau  of  the  Budget  and  the  Department  of  the  Interior  and 
the  Department  of  Agriculture. 

Representative  private  small-business  associations  were  asked  to  submit  their 
recommendations  on  how  the  small-business  share  of  defense  procurement  might 
be  increased.  The  replies  received  were  considered  carefully. 

All  of  the  recommendations  which  liad  been  received  from  all  sources  were 
di.scussed  at  another  joint  meeting  of  representatives  of  the  agencies  so  that 
their  points  of  view  might  be  obtained  with  respect  to  them  The  Office  of 
Defense  Mobilization  staff  then  prepared  this  report  for  submission  as  required. 
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(it)  The  findings  of  the  Office  of  Defense  Mobilization  with  respect  to  the  share 
of  procnrcment  tvhich  has  gone  and  is  now  going  to  small  business 

Defense  procurenieut  is  one  important  aspect  of  the  problem  of  maintaining 
a  healthy  small  business  segment  of  our  economy.  The  major  purchaser  of 
materials  for  the  Government  is  the  Department  of  Defense.  Its  primary  re¬ 
sponsibility  as  a  purchaser  is  obtaining  military  goods  of  high  quality,  expediti¬ 
ously,  and  at  the  lowest  cost. 

The  economic  impact  of  this  procurement  has  become  so  substantial  in  recent 
years  that  a  secondary  responsibility  has  emerged — that  is  to  assure  that  the 
effect  of  military  purchasing  does  not  alter  historic  economic  patterns  by 
strengthening  large  industries  at  the  expense  of  small.  The  Small  Business 
Administration,  with  respect  to  procurement,  can  advise  and  assist,  but  the 
Defense  Department’s  responsibility  for  actual  procurement  basically  controls 
the  solutions  to  the  problem.  The  emergence  of  the  problem  of  the  economic 
impact  of  defense  purchasing  has  made  necessary  a  relatively  recent  recog¬ 
nition  by  the  Defense  Department  of  its  responsibility  and  its  acceptance  of  this 
responsibility. 

The  definition  of  “small  business”  used  here  is  that  designated  by  the  Small 
Business  Administration  for  use  in  procurement  and  upon  which  the  statistical 
data  has  been  based  over  the  past  5  years — a  business  employing,  including 
employees  of  affiliates,  fewer  than  500  persons.  The  definition  is  obviously 
arbitrary.  What  is  small  for  one  industry,  e.  g.,  aii’craft,  may  be  large  in 
another.  The  difficulties  created  by  the  necessity  of  a  compromise  definition 
have  been  recognized.  Smail  Business  Administration  recently  published  a 
more  fiexible  proposed  definition  in  the  Federal  Register  which  is  still  tentative. 
To  quaiify  as  a  small-business  concern  for  this  purpose,  the  criteria  set  out 
below  must  be  met.  It  must — 

{a)  Be  nondominant  in  its  field  of  operation  ;  and 

(6)  Employ  fewer  than  500  employees,  including  the  employees  of  all 
affiliates ;  or 

(c)  Have  been  certified  as  a  small  business  by  the  Small  Business 
Administration. 

The  statistical  data,  set  forth  in  detail  below,  is  suggestive  of  trends  and 
■orders  of  magnitude  in  major  procurement  areas.  In  our  opinion  they  have 
been  collected  over  too  short  a  period  of  time  to  justify  clear  conclusions  as  to 
small  business’  legitimate  share  in  defense  procurement,  or  how  it  may  be 
expected  that  this  share  will  readily  be  increased.  This  is  especially  clear  in 
connection  with  the  subcontracting  problem  and  even  in  attempting  to  ascertain 
the  comparative  effects  of  advertising  versus  negotiation  in  the  placing  of  con¬ 
tracts.  As  there  is  no  ready  solution,  only  a  trial  and  error  method  of  accom¬ 
plishing  the  desired  results  is  feasible. 

Defense  Department  procurement. — The  gross  figures  indicate  that  small  busi¬ 
ness  has  I’eceived  19.1  i)ercent  of  Defense  Department  prime  contracts  placed 
in  this  country  over  the  past  5  full  fiscal  years.  New  procurement,  at  least 
over  the  last  2  full  fiscal  years,  has  been  maintaine<l  at  a  rate  of  about  18 
percent.  The  figures  indicate  fhat  over  this  period  no  appreciable  progress  has 
been  made  in  expanding  small  business’  share  but  that  this  varies  from  year 
to  year  depending  on  the  volume  of  procurement  and  the  product  mix. 

Short-term  figures  may  receive  an  emphasis  disproportionate  to  their  signifi¬ 
cance.  An  illustration  of  this  is  the  fiscal  year  1954  figures  on  net  procurement. 
In  fiscal  year  19.52  and  fiscal  year  1953  the  net  value  of  Defense  Department 
procurement  was  .$41,248,900,000  and  $28,394  million.  In  fiscal  year  1954  this 
procurement  dropped  to  $11,563  million.  There  were  heavy  cancellations  and 
terminations ;  and  this  combination  resulted  in  a  high  percent  of  small-business 
procurement.  The  volume  of  procurement  of  housekeeping  items,  most  readily 
obtained  from  small  business,  tends  to  be  more  constant  than  that  of  complex 
weapons  which  are  generally  supplied  by  larger  concerns.  Thus  the  small 
business  percentage  share  tends  to  be  higher  in  times  of  diminished  procurement 
and  lower  in  times  of  heavy  procurement. 

Variations  in  rates  of  cancellations  and  other  credit  actions  obscure  the  mean¬ 
ing  of  net  awards  figures  unless  such  cancellations  are  related  back  to  the  years 
in  which  contracts  were  originally  placed.  This  is  because  cutl)acks  more  often 
take  place  in  connection  with  large  contracts  for  expensive  and  complicated 
weapons  placed  with  larger  concerns.  No  practical  method  has  thus  far  been 
devised  by  the  Defense  Department  for  reallocating  cancellations  retroactively 
to  the  period  of  the  original  debit  action  because  the  obligations  are  a  legal  com¬ 
mitment  of  the  Government  until  actually  canceled  and  also  because  a  single  can- 
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cellation  often  relates  to  several  purchase  actions  made  at  different  iieriods  (rf 
time.  Over  a  long  period  this  will  of  course,  average  out,  hut  in  a  i>eriod  of 
sharply  diminishing  new  procurement  the  impact  of  cancellations  on  the  small 
hnsine'ss  percentage  may  he  signiticant.  Thus,  in  fiscal  year  1!)")4  cancellations 
reached  a  rate  of  Hl.:i  percent  (as  compared  with  2(1.4  percent  in  fiscal  year 
1955) — a  factor  contributing  to  a  statistically  high  percentage  share,  though 
smaller  dollar  amount,  awarded  to  small  business  in  fiscal  year  19.54  than  in  fiscal 
year  1!155. 

Discussion  of  the  small  business  percentage  share  immediately  suggests  the 
question  of  what  is  a  “fair”share.  Census  surveys  indicate  that  between  1947 
and  1951,  the  percentage  of  manufacturing  employees  who  worked  for  companies 
employing  fewer  than  500  persons  decreased  from  41.0  to  40. S  percent  of  the 
total,  and  a  continuation  of  this  trend  in  1952  has  been  noted.  Tin*  value  added 
by  manufacture  by  siich  firms  dropptal  from  ilS.S  to  24. S  iiercent  of  the  total 
value  added  by  all  manufacturing  concerns.  It  should  be  noted  that  these  figures 
include  lu’oduction  of  materials  and  parts  that  would  l)e  comiiarahle  to  military 
subcontract  work.  The  percentage  of  finished  proilucfs  might  well  be  less.  Tlu' 
productive  capacity  of  small  business,  defined  as  firms  employing  fewei'  than 
5(K)  persons,  represents  a  decreasing  proportion  of  the  total,  at  least  during  that 
pei'iod.  It  is  thus  necessary  to  place  an  increasing  share  of  (lovernment  ])rocui-e- 
ment  with  this  decreasing  i)roportion  to  obtain  a  break-even  la'cord  of  the  total 
sh.are  going  to  small  business. 

The.se  apparently  small  percentage  differences  conceal  that  the  order  of  mag¬ 
nitude  in  dollar  volume  is  large,  'i’ariations  not  onl.v  in  volume  and  iiroduct  mix 
of  procurement,  but  also  in  credit  actions,  are  capable  of  i)roducing  variations  of 
several  percentage  points  of  the  totiil  procurement,  and  more  in  combination. 
What  annual  percentage  increase  in  the  total  awards  to  small  business  it  is  rea¬ 
sonable  to  expect  is  clearly  debatable.  At  present  rates  of  procurement  of  $14 
billion  per  year,  a  1-percent  gain  represents  $149  million.  Sinlden  and  dramatic 
changes  at  least  are  not  to  he  exjiectc'd.  Defense  Department  figures  indicate  that 
small  business  receives  72  percent  <if  what  is  within  its  potential  to  jn-oduce. 
Dividing  this  percentage  into  the  19  percent  overall  gross  ])rocurement  figure 
suggests  that  this  potential  is  sonn'where  in  the  range  of  25  to  .'>()  percent,  vary¬ 
ing  with  th<“  product  mix  and  the  volume.  'I'liat  this  is  reasonable  is  indicated 
by  the  fact  that  in  the  hard-goods  field,  in  which  substantial  i)rocurement  takes 
place,  the  proi)ortion  of  total  output  accounted  f(»r  by  small  firms  is  between 
25  to  29  percent. 

The  trend  toward  more  complicated  weapons  in  a  ptudod  of  rapid  technological 
develoimient,  and  the  consequent  acceptance  of  the  weapoiis-system  concept — - 
by  which  one  major  prime  contractor  is  made  responsible  for  the  delivery  of 
the  finished  product — has  created  a  noticeable  tendency  to  place  the  responsibility 
for  the  development  and  production  of  such  weapons  in  the  hands  of  major 
producers.  This,  in  turn,  suggests  that  the  small-business  share  in  prime- 
contract  awards  will  be  reduced  while  it  concomitantl.v  places  greater  emphasis 
on  the  need  for  a  compensatory  subcontracting  program.  There  is  some  evi¬ 
dence  that  renegotiation  policies,  which  pcmalize  concerns  with  substantial 
subcontracting  programs,  run  counter  to  this  objective. 

Tin*  obvious  problem  is  the  gradual  increase  in  small-business  participation 
in  the  procurement  process  by  locating  new  sources  of  production,  as  prime 
and  subcontractors,  by  breaking  down  procurement  and  simplifying  procedures 
so  that  it  is  easier  for  small  business  to  compete  on  a  negotiated  or  competitive 
bid  bjisis. 

Expectation  of  dramatic  results  will  inevitably  be  disappointing.  The  gradual 
trial  and  error  process  will  bring  the  most  satisfactory  results  in  the  long  run, 
and  in  this  respect  the  Defense  Department,  with  the  assistance  of  the  Small 
Business  Admini.stration,  has  been  making  progress.  The  Department’s  improved 
liaison  with  the  Small  Business  Administration,  its  broadened  .set-aside  pro¬ 
gram,  its  programs  to  indoctrinate  contracting  offlcers  and  others  resiwnsible 
for  procurement,  its  attempts  to  simplify  procedures,  its  limiting  procurement 
on  emergency  basis,  are  solid  gains  in  the  desired  direction.  Time  is  obviously 
necessary  to  test  the  effectiveness  of  these  new  programs.  In  the  meantime 
other  steps  might  be  taken,  as  suggested  in  the  recommendations. 

Prime  eontrncts.—SVa  find  that  during  the  5  fiscal  years  of  1951  through  1955 
.small  business  has  received  an  average  19.1  percent  of  the  total  of  Defense 
Department  prime-contract  procurement.  The  percentages  and  net  value  of 
procurement  for  each  of  these  years  are  set  forth  below : 
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Table  1. — Military  prime  contracts  with  business  firms  for  work  in  the 

United  States 

[Net  value  in  millions] 


Fiscal 

year 

1951 

Fiscal 

year 

1952 

Fiscal 

year 

1953 

Fiscal 

year 

1954 

Fiscal 

year 

1955 

Average 

Total _  - . . 

Small  business . . . 

Percentage . . 

$.30,  785 
$6,  436 
20.9 

$41,  248 
$7, 064 
17. 1 

,$28,  394 
$4,  608 
16.2 

$11,563 
$2, 901 
25. 1 

$14,  752 
$3.  214 
21.8 

$25, 348 
$4, 845 
19. 1 

Source:  Department  of  Defense. 


The  share  of  defense  procurement  going  to  small  business  in  terms  of  new 
business  will  be  more  readily  understood  by  examination  of  the  following  table: 


'J'ahi.e  2. — ^filitdrn  prime  contracts  with  business  firms  for  tcork  in  the  United 
States — Value  of  neic  'procurement  actions,  cancellations,  and  net  value  of 
procurement  actions  with  all  firms  and  small  firms,  by  6-month  periods, 
January  1953  to  June  1935 


[Amounts  in  millions] 


Type  of  action  and  small  business  actions 

1953 

1954 

1955, 

January  to 
June 

•Tanuary  to 
.June 

July  to 
December 

January  to 
June 

July  to 
December 

Niw  iH'OCurement  (debit  actions): 

With  business  firms,  total.. .  .. 

.$20, 922 

$6, 573 

$10, 270 

$7, 966 

$10, 564 

With  small  business  firms. ..  .  _ 

$2, 977 

$1,  225 

$1, 851 

$1,  208 

$2, 063 

Small  business  percentage. _ _  . 

14.2 

18.6 

18.0 

15.9 

19.5 

Cancellations  (credit  actions): 

With  business  firms,  total.  . 

$2,  633 

$2,  329 

$2, 951 

$1,859 

$1,919 

With  small  business  firms  .  .  _ 

$150 

$73 

$102 

$46 

$71 

Net  total  value: 

With  business  firms,  total _  _ 

$18,  289 

$4,  244 

$7, 319 

$6, 107 

$8,  645 

With  small  business  firms _ _ _ 

$2,  827 

$1,  152 

$1,  749 

$1,  222 

$1, 992 

Snnill  business  percentage.  -  .  .  . 

15.5 

27.1 

23.9 

20.0 

23.0 

Source:  Department  of  Defense,  Office  of  Assistant  Secretary  of  Defense  (Supply  and  Logistics),  Oct.  4, 
1955. 


It  will  be  noted  that  new  small-business  procurement  has  declined  though 
not  significantly,  between  the  last  2  full  fiscal  years,  as  follows :  18.3  percent  in 
fiscal  year  1954 ;  17.9  percent  in  fiscal  year  1955. 

Based  on  the  net  total  of  all  actions  represented  in  table  3  during  fiscal 
years  1953  through  1955,  small  business  has  received  an  average  of  1G.3  percent 
of  the  net  value  of  procurements  of  $10,000  and  over  and  65  percent  of  procure¬ 
ment  of  $10,000  and  under.  It  must  be  pointed  out,  however,  that  actions 
under  $10,000  include  purchases  from  distributors  which  may  or  may  not  repre¬ 
sent  small-business  production. 


58 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


Table  3. — Department  of  Defense  military  prime  contracts  with  husiness  firms 
for  v'ork  in  the  United  States — Numher  and  value  of  procurement  actions  over 
and  under  $10,000,  fiscal  years  lOod-So 


Category 

Number 

Net  value  (millions) 

Fiscal 
year  1953 

Fiscal 
year  1954 

Fiscal 
year  1955 

Fiscal 
year  1953 

Fiscal 
year  1954 

Fiscal 
year  1955 

2,  795, 142 

2,  792,  473 

3,  "319,  490 

$28, 394 

$11,  563 

$14,  752 

$10,000  and  over . 

83.325 

2,711.817 

48.  404 

2,  744, 069 

74,  485 
3,  245, 005 

27, 134 
1,260 

10,  268 
1,  295 

13, 608 
1, 144 

2, 096, 167 

2,  124,  931 

2,  587, 120 

4.608 

2,901 

3,214 

43,  885 
2, 052,  282 

24,  837 

2,  100, 094 

34,  858 

2,  652, 262 

3,  776 
832 

2,086 

815 

2,455 

769 

667,  542 

732, 370 

23,  786 

8,662 

11,538 

39,  440 
659,  535 

23,567 
643,  975 

39,  627 
692,  743 

23,  368 
428 

8,182 

480 

11, 153 
385 

Under  $10,000  . 

Source:  Office  of  the  Assistant  Secretary  of  Defense  (Supply  and  Logistics),  Oct.  21,  1955. 


Table  4  outlines  the  percent  of  net  total  value  of  procurement  actions  awarded 
to  small  business  firms  for  fiscal  years  1951-55. 

Table  4. — Militai'i/  prhnc  contracts  with  business  firms  for  work  in  the  United 
States — Percent  of  net  total  value  of  procurem-ent  actions  awarded  to  small 
business  firms,  fiscal  years  1951-55 


Small  business  percentage  of  net  total  value 


Category 

Total 

Fiscal 
year  1951 

Fiscal 
year  1952 

Fiscal 
year  1953 

Fiscal 
year  1954 

Fiscal 
year  1955 

All  actions _ 

19.1 

20.9 

17.1 

16.2 

25.1 

21.8 

Army _ 

30.5 

29.8 

21.2 

36.5 

76.5 

42.6 

Navy . . . . . 

20.4 

16.9 

23.3 

19.9 

21.7 

19.1 

Air  Force _ _ _ 

7.1 

9.9 

5.8 

4.3 

10.0 

9.3 

ASPPA  >.... . . . 

11.8 

5.1 

8.1 

14.2 

15.8 

15.1 

Actions  of  $10,000  and  over . . . . 

m 

m 

P) 

13.9 

20.3 

18.0- 

Army _ _ _ 

0) 

m 

m 

32.5 

87.2 

38.1 

Navy _ _ 

0) 

m 

(») 

18.3 

19.2 

16.3 

Air  Force _ 

(9 

p) 

(*) 

3.4 

8.0 

6.8 

ASPPA  1 _ _ _ _ 

m 

(h 

14.2 

15.7 

15.0. 

Actions  of  less  than  $10,000. . . . 

(9 

(») 

(») 

66.0 

62.9 

66.3 

Army _ _ 

(») 

0) 

m 

67.8 

63.3 

68.9 

Navy _ _ 

(h 

p) 

h 

61.6 

62.0 

62.0' 

Air  Force _ - _ 

(9 

(2) 

(h 

64.8 

62.9 

64.1 

ASPPA  1 _ _ _ _ 

(9 

p) 

48.0 

57.8 

44.5 

>  Armed  Services  Petroleum  Purchasing  Agency. 
2  Not  available. 


Source:  Department  of  Defense,  Office  of  the  Assistant  Secretary  of  Defense  (Supply  and  Logistics, 
Nov.  21,  1955). 

The  higher  iiercentages  reported  by  the  Army  are  understandable  in  terms  of 
the  composition  of  its  procurement,  in  which  are  included  construction  and  sub¬ 
sistence  items.  In  addition,  the  Army  buys  many  of  these  items  for  the  other- 
military  departments.  It  will  be  noted  that  in  fiscal  year  1954,  the  Army  percent¬ 
age  awarded  to  small  business  was  76.5  iiei’cent — an  extraordinary  figure  by  com¬ 
parison  with  other  years  and  services.  As  indicated  earlier,  tills  reflects  sub¬ 
stantial  cutbacks  in  heavy  military  equipment  and  a  consequent  change  in  the 
procurement  product  mix  with  emphasis  on  housekeeping  and  subsistence  items^ 
which  are  especially  appropriate  for  small  business  procurement.  The  follow- 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


59 


ins  chart  (No.  1)  indicates  the  value  of  procurement  awarded  to  sinsU  business^ 
and  its  relationship  to  total  procurement  by  the  technical  services  within  the 
Department  of  the  Army.  These  charts  also  reflect  that  the  shifts  in  the  size  of 
the  various  prosrams  and  in  small  business  share  are  different.  This  difference 
or  variation  affects  the  overall  percentage  of  procurement  from  small  business 
and  makes  difficult  a  selective  evaluation. 

Analysis  of  small  business  percentage  l)y  procurement  programs  in  terms  of 
net  value  of  procurement  actions  of  .$10,000  and  over  for  fiscal  years  1953  through 
1955  is  shown  in  chart  2.  It  is  to  tie  noted  that  the  major  dollar  volume  of  pro¬ 
curement  is  on  the  bottom  half  of  the  chart,  e.  g.,  aircraft,  ships,  etc. 

Advertising  and  negotiation. — Much  has  been  said  about  awards  to  small  busi¬ 
ness  through  the  machinery  of  advertising  and  negotiation.  Table  5  breaks  down 
the  Department  of  Defense  military  prime  contracts  on  the  basis  of  the  number 
and  net  value  of  advertised  and  negotiated  procurement  actions  for  the  5  fiscal 
years  1951  through  1955. 


Table  5.- — Department  of  Defense  MiUtary  prime  eontracts  tcith  business  firms 
for  work  in  the  United  States — Number  and  value  of  advertised  and  negotiated 
procurement  actions  by  fiscal  year,  fiscal  years  1951-55 


Number 

Net  value  (millions) 

Category 

Fiscal 

year 

1951 

Fiscal 

year 

1952 

Fiscal 

year 

1953 

Fiscal 

year 

1954 

Fiscal 

year 

1955 

Fiscal 

vear 

1961 

Fiscal 

year 

1952 

Fiscal 

year 

1953 

Fiscal 

year 

1954 

Fiscal 

year 

1965 

Total  -  _ _ 

2,  570, 342 

3, 046, 976 

2, 795, 142 

2,  792, 473 

3, 319, 490 

$30,  785 

$41, 248 

$28, 394 

$11,  563 

$14,  752 

Advertised _ 

Negotiated _ 

'  179,124 
2, 391, 218 

189, 181 
2, 857,  795 

210, 240 
2, 584, 902 

202, 128 
2,  590, 345 

250,  627 
3, 068, 863 

3,720 
27, 065 

4, 479 
36,  769 

3, 089 
25, 305 

1,789 
9,  774 

2,386 
12, 366 

Small  business  firms. 

1,  875, 920 

2,  234,  439 

2, 096, 167 

2, 124,  931 

2, 587, 120 

6,436 

7, 064 

4,608 

2,901 

3, 214 

■Vdvertised . 

Negotiated _ 

133, 805 
1,  742,  115 

146, 727 
2, 087,  712 

171, 074 
1,  925, 093 

169, 935 
1, 954,  996 

210,  269 
2,  376,  851 

1,799 

4,637 

2,545 

4,519 

2,03.5 
2,  573 

1,150 
1,  751 

1,501 

1,713 

Large  business  firms 

694, 422 

812.  537 

698, 975 

667,  542 

732, 370 

24,  349 

34, 184 

23,  786 

8,662 

11,538 

Advertised . 

Negotiated . 

45, 319 
649, 103 

42,  454 
770, 083 

39,  166 
659, 809 

32, 193 
635, 349 

40,358 
692, 012 

1,921 
22,  428 

1,934 
32,  250 

1,  054 
22,  732 

639 

8,023 

885 

10,653 

Source:  Office  of  the  Assistant  Secretary  of  Defense  (Supply  and  Logistics),  Nov.  2,  1955. 


Tables  6,  7,  and  8  disclose  similar  information  with  respect  to  the  several  mili¬ 
tary  departments. 


Table  6. — Department  of  the  Army  military  prime  contracts  with  business  firms 
for  work  in  the  United  States — Number  and  value  of  advertised  and  negotiated' 
procurement  actions  by  fiscal  year,  fiscal  years  1951^5 


Number 

Net  value  (raillious) 

Category 

Fiscal 

year 

1951 

Fiscal 

year 

1952 

Fiscal 

year 

1953 

Fiscal 

year 

1954 

Fiscal 

year 

1955 

Fiscal 

vear 

1951 

Fiscal 

year 

1952 

Fiscal 

year 

1953 

Fiscal 

year 

1954 

Fiscal 

year 

1953, 

Total  - . . 

1, 358, 869 

1, 519, 022 

1, 353, 662 

1, 330, 399 

1, 561, 689 

$14,  631 

$18, 704 

$7, 077 

$1, 946 

$4, 302- 

Advertised.  ... 

104, 893 

117, 522 

115,047 

95, 175 

120, 424 

2,680 

3,  293 

2, 153 

1,117 

1, 584 

Negotiated.. 

1,  253, 976 

1, 401, 500 

1, 238, 615 

1, 235,  224 

1, 441, 265 

11,951 

15,  411 

4,924 

829 

2, 718 

Small  business 

firms.  - . - 

1, 029, 805 

1, 162, 101 

1, 034, 926 

1,018,348 

1, 232, 875 

4,362 

3, 960 

2,583 

1,488 

1,834 

Advertised . 

77,  718 

90, 851 

92,829 

79,  551 

103, 971 

1,251 

1,757 

1,315 

682 

999. 

Negotiated _ 

952, 087 

1,071,250 

942,097 

938, 797 

1, 128, 904 

3,111 

2,203 

1,268 

806 

835 

Large  business 
firms. . . 

329,064 

356, 921 

318, 736 

312,051 

328, 814 

10,  269 

14,  744 

4, 693 

476 

2,468, 

Advertised _ 

27, 175 

26, 671 

22,  218 

15, 624 

16,  453 

1,429 

1,536 

838 

435 

583. 

Negotiated . 

301,889 

330,  250 

296, 518 

296, 427 

312, 361 

8, 840 

13,208 

3,655 

23 

1,888 

Source:  Office  of  the  Assistant  Secretary  of  Defense  (Supply  and  Logistics),  Nov.  2, 1955, 
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Hew  procuxeaent  1t»  U.S.  Torritorles,  excluding  IntrAgovornBont, al  Source:  Director  of  Supply 

Ilata  from  DA  rorm  577,  KorrttrVy  Sunnary  of  Procurwnorvt  Actions.  Operations  (Proc.  Div.) 

Includes  Armed  Servtcefl  Medical  Procureraeni  Agervcy . 
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SMALL  BUSINESS  PERCENTAGE  BY  PROCUREMENT  PROGRAMS 
NET  VALUE  OF  PROCUREMENT  ACTIONS  OF  $10,000  AND  OVER 

F6CAL  YEARS  l953-»955 


PtflCCNT  TO  SMALL  BUSINESS  FIRMS 

0  10  20  30  40  SO  60  70 
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mlitary  buildinc  supplies 

TRANSPORTATION  EQUIPMENT 
MATERIALS  HANDLING  EQUIPMENT 
CONSTRUCTION  EQUIPMENT 
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textiles,  clothing,  a  equpage 

M6CELLANE0US  SUPPLCS  8  EQUIP 

FiCLS  a  lubricants  other  than  pet 

PHOTOGRAPHIC  EQUIP  8  SUPPLIES 

meok:al  a  dental  suppues  a  equip 

SERVICES 

PETROLEUM  CONTAINERS 

SHIPS 

WEAPONS 

AMMUNITION 

PETROUUM 

ELECTRONICS  8  COMMUNICATIONS  EQUIP. 

PRODUCTION  EQUIPMENT 

MISC  AIRCRAPT  equip  8  SUPPLIES 

OmOEO  MISSILES  SYSTEMS 

AIRCRAFT  ENGINES 

AIRFRAMES 

nOn-cqmbat  vehicles 

COMBAT  VEHICLES 
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2/  NOT  CONPARABlC  BECAUSE  Of  THE  SEVERE  CuT-BACK  IN  THIS  PROGRAM  DURING  FISCAL  YEAR  i9S4 
J2y  NOT  applicable  because  the  total  NET  PROCUREMENT  IS  A  NEGATIVE  FIGURE 
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Table  7. — Department  of  the  Navy  military  prime  contracts  with  husiness  firms 
for  work  in  the  United  States — Number  and  value  of  advertised  and  negotiated 
procurement  actions  by  fiscal  year,  fiscal  years  1951-55 


Category 

Number 

Net  value  (millions) 

Fiscal 

vear 

1951 

Fiscal 

vear 

1952 

Fiscal 

year 

1953 

Fiseal 

vear 

1954 

Fiscal 

year 

1965 

Fiscal 

year 

1951 

Fiscal 

year 

1962 

Fiscal 

year 

1953 

Fiscal 

vear 

1954 

Fiscal 

year 

1956 

Total . . 

676, 178 

776,  419 

661, 670 

627, 923 

749, 893 

$7, 082 

$10, 172 

$6,707 

$3,640 

$3,922 

Advertised _ 

.50. 363 

43,  849 

52,  506 

55, 796 

61, 628 

730 

960 

714 

425 

474 

Negotiated... . 

624,  815 

732,  570 

609, 164 

672, 127 

688, 365 

6,346 

9,212 

6,993 

3, 215 

3,448 

Small  business  firms _ 

466,312 

532,  ;i90 

473,  813 

457,906 

652, 079 

1, 194 

2,376 

1,333 

790 

760 

Advertised _ 

38, 089 

.34, 662 

43, 9.54 

45,  644 

47, 951 

427 

665 

560 

332 

317 

Negotiated... . 

428,  223 

497,  728 

429,  859 

412,  262 

504, 128 

767 

1,710 

773 

458 

433 

Large  business  firms. . . 

208,866 

244, 029 

187,  857 

170, 017 

197,  814 

5,888 

7,797 

5,374 

2,8.50 

3,172 

Advertised _ 

12,  274 

9,187 

8,  552 

10, 152 

13, 677 

309 

295 

154 

93 

157 

Negotiated _ 

196,  592 

234,  842 

179, 305 

159,  865 

184, 237 

5,579 

7,  502 

5,220 

2, 757 

3,015 

Source:  Oflice  of  the  Assistant  Secretary  of  Defense  (Supply  and  Logistics),  Nov.  2,  1955. 


Table  8. — Department  of  the  Air  Force  military  prime  contracts  with  business 
firms  for  work  in  the  United  States — Number  and  value  of  advertised  and 
negotiated  procurement  actions  by  fiscal  year,  fiscal  years  1951-55 


Category 

Number 

Net  value  (millions) 

Fiscal 

year 

1951 

Fiscal 

year 

1952 

Fiscal 

year 

1953 

Fiscal 

year 

1954 

Fiscal 

year 

1955 

Fiscal 

year 

1951 

Fiscal 

year 

1952 

Fiscal 

year 

1953 

Fiscal 

year 

1954 

Fiscal 

year 

1956 

Total . . 

635, 531 

750, 480 

778, 675 

833, 375 

1, 006, 593 

$8,702 

$11,943 

$14, 034 

$5, 556 

$6, 170 

Advertised _ 

23, 498 

27.  412 

42, 466 

50,  846 

68,078 

179 

144 

214 

1.50 

197 

Negotiated _ 

512, 033 

723,068 

736,  209 

782,  529 

938, 615 

8,  523 

11,  799 

1.3, 820 

5,406 

6,973 

Small  business  firms _ 

379, 600 

539,  464 

588, 949 

648, 312 

801, 555 

861 

695 

609 

557 

676 

Advertised.. . . 

17,818 

20,  969 

34, 153 

44,  577 

58,030 

110 

103 

156 

105 

148 

Negotiated . . 

361, 682 

518,  495 

552,  796 

603, 735 

743, 525 

751 

592 

453 

452 

428 

Large  business  firms _ 

156, 031 

211,016 

191, 726 

185, 063 

205, 038 

7,841 

11, 248 

13, 425 

4,999 

5,594 

Advertised . . 

6,680 

6,  443 

8. 313 

6,269 

10. 048 

69 

41 

58 

45 

49 

Negotiated _ 

150,351 

204,673 

183, 413 

178,  794 

194,990 

7,772 

11, 207 

13,307 

4,954 

5,545 

Source:  OflBco  of  the  Assistant  Secretary  of  Defense  (Supply  and  Logistics),  Nov.  2,  1955. 


With  respect  to  Army  procurement  it  will  be  noted  that  of  the  net  total 
value  23  liercent  of  the  contracts  were  placed  by  advertising  and  competitive 
bidding,  and  77  percent  were  negotiated.  Furthermore,  of  the  net  total  adver¬ 
tised,  small  business  was  awarded  55  percent  and  of  the  net  total  negotiated 
the  awards  total  23  percent.  In  the  case  of  the  Navy,  of  the  net  total  11  percent 
was  placed  by  advertisement  and  89  percent  by  negotiation.  Further,  of  the 
net  total  advertised  small  business  was  awarded  70  percent  as  compared  with 
11  percent  awarded  to  small  business  from  the  portion  negotiated.  In  the 
case  of  the  Air  Force,  of  the  total  procurement  over  a  5-year  period  only  2 
percent  was  placed  by  advertisement  and  98  percent  was  placed  by  negotiation. 
Of  the  net  total  advertised  by  Air  Force  small  business  was  awarded  70  percent 
in  value  of  the  contracts  and  of  the  98  percent  negotiated  small  business  was 
awarded  5  percent. 

These  figures  convey  the  implication  that  small  business  does  better  when 
the  machinery  of  advertising  and  competitive  bidding  is  used.  This  may,  indeed, 
be  the  case.  But  an  analysis  of  more  statistical  data  than  is  currently  available 
is  necessary  for  the  purpose  of  determining  realistically  the  extent  to  which  the 
negotiation  process  favors  larger  business  concerns. 
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In  this  connection,  it  appears  that  many  small  actions  are  negotiated,  as 
well  as  actions  in  the  sole  or  limited  source  category,  for  which  the  advertise¬ 
ment  process  would  be  too  cumbersome  and  costly.  This  accounts  for  a  large 
number,  although  probably  not  a  large  dollar  volume,  of  procurement  actions. 
At  the  other  extreme,  there  are  many  large  experimental  products  to  be  developed 
for  which  the  specifications  are  neither  certain  nor  complete  and  which  cannot 
be  broken  down  to  be  made  suitable  for  awards  to  small  business.  The  partial 
joint  determination  program,  about  which  more  will  be  said  below  and  which 
provides  for  setting  aside  certain  procurement  deemed  within  the  small  business 
potential,  is  itself  a  negotiated  process.  Even  in  the  processing  of  total  set- 
asides,  a  form  of  restricted  advertising  is  used,  which  is  a  form  of  negotiated 
procurement. 

It  appears,  further,  that  often  the  same  bidders’  lists  are  used  for  advertising 
and  for  negotiation,  the  difference  being  that  in  the  one  case  those  on  the 
list  are  asked  if  they  want  to  bid,  whereas,  in  negotiation,  those  on  the  list 
are  requested  to  submit  proposals.  There  is,  in  actual  fact,  little  difference 
in  the  publicity  which  surrounds  these  actions.  The  major  difference  is  that 
in  negotiation  it  is  not  necessary  to  accept  the  lowest  bid  and  an  effort  can 
be  made  to  obtain  a  better  offer,  price,  and  other  factors  considered.  As  a 
matter  of  practice,  on  the  other  hand,  it  is  hard  to  determine  whether  the  bidders' 
lists  are  compiled  and  used  as  was  intended.  In  all  probability  advertising 
is  used  when  an  adequate  number  of  competitive  sources  are  known  to  be 
available  and  negotiation  when  they  are  not.  Thus  the  considerations  that 
tend  to  use  of  the  advertising  process — the  existence  of  a  variety  of  sources — 
In  themselves  tend  to  publicity. 

The  following  table,  covering  fiscal  year  1955,  may  have  some  significance. 

Table  9. — Military  prime  contracts  icith  business  firms  for  work  in  the  United 
States — Net  value  of  advertised  and  negotiated  procurement  actions,  by  De¬ 
partment  and  by  type  of  procurement,  July  1954  to  June  1955 


[Amounts  in  millions] 


Department  and  type  of  procurement 

(a) 

Total 

(6) 

Suitable  for  small 
business 

Awarded  to  small  business 

•Amount 

(c) 

Percent 
of  (6) 

(d) 

Amount 

(e) 

Percent 
of  (6) 

(!) 

Percent 
of  (c) 

(g) 

Total - - - 

$14, 752 

$4, 642 

31.5 

.$3,  214 

21.8 

69.2 

.^.dvertisod . . - _ _ 

2,386 

2,024 

84.8 

1,.501 

62.9 

74.2 

Negotiated . .  - . — - 

12, 366 

2,618 

21.2 

1,713 

13.9 

65.4 

Army,  total - - - - 

4,302 

2, 730 

63.4 

1,834 

42.6 

67.2 

Advertised _ _ _ 

1,584 

1,387 

87.5 

999 

63.0 

72.0 

Negotiated . - _ _ 

2, 718 

1,343 

49.4 

835 

30.8 

62.  2 

Navy,  total . . . 

3, 922 

1,017 

25.9 

750 

19.1 

73.7 

Advertised _ _ _ 

474 

396 

8.3.5 

317 

66.9 

80.1 

Negotiated - - - 

3,448 

621 

18.0 

433 

12.6 

69.7 

Air  Force,  total . . . . 

6,170 

818 

13.3 

676 

9.3 

70.4 

Advertised _ _ _ 

197 

185 

93.9 

148 

75.1 

80.0 

Negotiated . . . . . 

5,973 

633 

10.6 

428 

7.2 

67.6 

ASPPA,  total _ 

358 

77 

21.5 

54 

15.1 

70.1 

Advertised . . . . 

131 

66 

42.7 

37 

28.2 

66.1 

Negotiated _ 

227 

21 

9.3 

17 

7.5 

81.0 

Source;  Office  of  Assistant  Secretary  of  Defense  (Supply  and  Logistics). 


It  will  be  noted  that  of  the  amount  deemed  suitable  for  performance  by  small 
business  and  which  was  awarded  by  advertising,  74.2  percent  was  awarded  to 
small  business :  and  of  the  amount  deemed  within  the  small  business  potential 
and  awarded  by  negotiation,  65.4  percent  was  awarded  to  small  business.  The 
percentages  shown  for  the  Army,  Navy,  Air  Force,  and  ASPPA  reveal  a  lesser 
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disparity  between  the  amounts  placed  by  advertising  and  by  negotiation  than 
appears  from  overall  figures  which  include  big  dollars  not  in  the  i>otential,  with 
a  larger  percentage  of  awards  by  negotiation  to  large  business.  In  fiscal  year 
1954  the  percentages  were  78.1  by  advertising  and  67.4  by  negotiation. 

These  qualifications  are  cited  to  indicate  the  possibility  that  the  question  of 
advertisement  versus  negotiation  and  its  effects  on  small  business  awards  re¬ 
quires  a  good  deal  more  scrutiny  before  general  conclusions  can  be  arrived  at 
and  more  statistical  data  along  these  lines  will  have  to  be  obtained  before  such 
conclusions  can  be  reached.  It  may  well  be  that  the  major  i)roblem  lies  in 
broadening  present  detenninations  as  to  which  concerns  should  be  considei'ed 
potential  suppliers,  for  various  programs,  rather  than  the  process  (advertisement 
versus  negotiation)  of  procurement.  In  any  case,  the  Defense  Department  has 
wisely  moved  in  the  direction  of  limiting  procurement  by  negotiation  by  limiting 
the  use  of  section  2  (c)  (1)  of  the  Armed  Services  Procurement  Act.  Whether 
this  goes  far  enough  it  is  too  early  to  tell. 

Joint  Determination  Program. — The  joint  determination  program  is  based  on 
section  214  of  the  Small  Business  Act  and  w’as  begun  in  August  1953.  It  was 
codified  in  March  1954  with  the  issuance  of  Defense  Department  instruction 
4100.9  which  was  revised  on  November  14,  1955.  Under  the  revised  program 
representatives  of  the  Small  Business  Administration  will  be  afforded,  on  request, 
when  the  directive  is  fully  implemented,  an  opportunity  to  review  proposed 
procurements  of  ,$10,000  and  over,  including  classified  procurement,  and  to  make 
recommendations  concerning  them  including  proposals  that  they  be  exclusively 
or  partially  set  aside  for  small  business  concerns.  The  directive  sets  forth  cir¬ 
cumstances  under  which  total  and  partial  small-business  set-asides  may  be  made 
and  establishes  a  procedure  of  procurement  in  such  set-asides. 

Table  10  shows  military  procurement  and  joint  determination  statistics  for 
fiscal  years  1954,  1955,  and  1956  (partial),  or  the  entire  period  in  which  the 
program  has  been  in  effect. 


Table  10. — Tabulation  of  military  procurement  and  joint  determination  .statistics 
for  fiscal  years  195^,  1955,  and  1956 


Fiscal  year  1954 

Fiscal  year  1955 

Fiscal  year  1956 
(first  5  months) 

Total  military  awards  with  firms  within  conti¬ 
nental  United  States _ _  _ _ _ _ _ 

Estimated  value  of  military  procurements 

screened  for  possible  set-aside . . . - 

Estimated  value  of  military  prociuements  set 
aside  for  small  business . . . 

>  $11,563,000,000 

2  4, 005, 888, 926 

>  247, 600, 812 

1  $14, 752,000,000 

5, 465, 772, 785 

386, 610, 589 

$3, 981, 967, 000 

3, 702, 787, 425 

162, 681, 880 

>  Net  value  of  procurement  actions. 

*  Includes  1  month  (July  1953)  of  SDPA  figures. 

Source;  Small  Business  Administration,  Procurement  Assistance  Division,  Office  of  Procurement  and 
Technical  Assistance,  December  8,  1955. 

It  will  be  noted  that  of  the  total  awards  in  fiscal  year  1954,  34  percent  were 
screened  for  possible  set-asides ;  6  percent  of  those  screened  were  set  aside ;  and 
this  was  2  percent  of  the  total  awards.  In  fi.scal  year  1955,  37  percent  of  the  total 
awards  were  screened ;  7  percent  of  those  screened  were  set  aside ;  and  this  was 
2  percent  of  the  total  awards.  Fiscal  year  1956  figures  were  too  incomplete  to  be 
comparable.  There  is,  of  course,  a  time  lag  between  the  set-aside  action  and 
the  placing  of  the  contracts. 

The  figures  in  table  11  indicate  the  results  of  the  joint  determination  program 
up  to  the  recent  changes  on  that  program  which  have  taken  place. 
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Table  11. — Joint  defrnniiwtions  (number  and  dollar  value,  from  Aug.  1,  1953, 

through  June  1955) 


Army 

Navy 

Air  Force 

United  States 

Number  Initiated  by  SBA _ 

Estimated  value. .  _ _ _ 

Number  agreed  to  by  the  military _  _ 

Estimated  value, _  _  ,  . . 

Number  rejected  or  withdrawn  after  agreement. 

Estimated  value _  _ 

Number  procurements  awarded  i . . . 

Estimated  value _  ..  _ 

2,997 
$372, 631, 856 

2, 787 
$312, 736,  796 
319 

$87, 654, 176 
1,570 
$132, 945, 788 

2,265 
$253,092, 974 
2, 153 
$219,117, 438 
168 

$41,  546,  772 
1,590 
$126, 686, 395 

709 

$175, 044, 138 
605 

$83, 260, 714 
129 

$96,  624,  478 
349 

$35, 834, 208 

5,971 
$800, 768, 968 

$615,114i948 

616 

$225,  825,  426 
3,509 
$295, 466, 391 

>  These  awards  have  resulted  in  4,991  contracts  to  small  firms. 
Source:  Small  Business  Administration. 


The  Small  Business  Administration  reports  further  that  the  comparison  of 
the  period  October  1953  to  May  1954  with  the  i>eriod  Octolier  1954  to  May  1955 
reveals  an  increase  in  the  total  new  procurement  awards  of  17  percent.  How¬ 
ever,  in  that  period,  the  procurement  set  aside  for  small  business  under  this 
program  increased  by  50.3  percent.  It  is  probable  that  a  portion  of  the  awards 
to  small  business  covered  by  the  set-aside  program  were  fundamentally  suitable 
for  small  business  procurement  and  would  have  been  awarded  to  small  business 
notwithstanding. 

Tile  Small  Business  Administration  is  authorized  by  the  Small  Business  Act 
to  certify  the  competence  of  any  small-business  concern  as  to  capacity  and  credit. 
Pursuant  to  Defense  Department  instruction  4100.9  contracting  officers  will 
accept  these  certificates  as  conclusive  without  requiring  the  small-business 
concern  to  meet  other  requirements  with  resi>ect  to  capacity  or  credit  except 
in  case  of  grave  doubt  on  the  part  of  the  contracting  officer.  The  Small  Busi¬ 
ness  Administration  reports  that  under  this  program  136  certificates  have  l)een 
issued  and  that  the  value  of  the  contracts  resulting  from  the  certificates  amoimts 
to  $15,171,754.  (Table  12.)  Doubtless  the  very  existence  of  such  an  api)eal 
procedure  encourages  care  on  the  part  of  the  contracting  officers. 

Table  12. — Certificates  of  competency — Applications,  issuances  and  rejections, 

December  7,  1955 


Fiscal  year 

Applications 

received 

Certificates 

issued 

Applications 
withdrawn 
or  rejected 

Applications 

pending 

1954  _ _ _ _  _ 

78 

40 

35 

1955 . 

153 

67 

88 

1956  (to  Nov.  30) _ _ _ 

53 

29 

24 

1 

Total _ _ _ _ _ _ 

284 

136 

147 

1 

Status  'Of  contracts  resulting  from  certificates  issued — Value,  $15,1'71,754 


Status : 

Number  of  contracts  completed _  54 

Number  of  contracts  completed  ahead  of  schedule _  0 

Number  of  contracts  completed  on  schedule _  33 

Number  of  contracts  behind  schedule _  25 

Contracts  not  yet  awarded _  12 

I’rocurements  withdrawn _  2 

Contracts  terminated _  2 

Contracts  awarded  others _  6 

Certificates  canceled -  2 


Total _ 136 

Source  :  Small  Business  Administration. 
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Subcontracting. — Up  to  this  time  there  has  been  no  Department  of  Defense  re¬ 
quirement  that  the  military  departments  require  prime  contractors  to  report  the 
extent  of  their  subcontracting  to  small-business  firms.  Each  of  the  departments 
has  from  time  to  time  made  informal  and  incomplete  sample  surveys  which  give 
some  indication  of  the  extent  of  their  subcontracting.  A  new  reporting  program 
is  currently  being  developed  b.v  the  Department  and  may  be  in  use  in  several 
months. 

In  the  case  of  the  Army,  a  previous  informal  survey  of  nine  prime  contractors, 
who  have  contracts  of  $1  million  or  more,  indicated  that  37.2  percent  or  .‘R360,246,- 
851  of  the  defense  dollars  received  by  them  has  gone  to  small-business  firms  on  a 
subcontracting  basis. 

In  the  case  of  the  Navy,  the  result  of  selective  subcontract  studies  in  fiscal  year 
19.55  indicates  that  of  38  prime  contracts  having  a  totai  value  of  $778,110,141, 
46.8  percent  was  subcontracted,  but  only  15.7  percent  of  the  total  dollar  value 
was  subcontracted  to  small  business. 

A  similar  study  in  1954  revealed  that  21.7  percent  of  the  value  of  the  selected 
contracts  was  subcontracted  to  small  business.  A  similar  study  in  1952  showed 
a  figure  of  19.1  percent. 

The  Air  Force  subcontracting  report  indicates  that  in  tiie  spring  of  1953,  the 
Air  Force  consolidated  small-business  subcontracting  reports  received  from  97 
of  its  prime  contractors  who  had  received  a  total  of  6,420  contracts  with  a  face 
value  of  $15,557,000,000  since  July  1950.  This  consolidation  showed  that  these 
prime  contractors  had  placed  (or  expected  to  place)  $2,366,000,000  or  15  percent 
directly  with  small-business  concerns  for  components,  assemblies,  supplies,  or 
services,  and  $5,765,(X)0,(M)0  or  37  percent  with  large  subcontractors.  As  to  the 
amount  placed  with  large  subcontractors,  690  subcontractors,  reporting  on  $967 
million  received  from  the  prime,  showed  that  they  in  turn  had  placed  (or  expected 
to  place)  $205  million  or  21  percent  with  small-business  concerns.  These  consoli¬ 
dated  reports,  embracing  a  large  segment  of  Air  Force  contractors  but  not  going 
beyond  the  first  two  tiers,  were  presented  to  the  Senate  Small  Business  (Com¬ 
mittee  at  its  hearings  May  14,  1953. 

Early  in  1955,  the  Air  Force  consolidated  reports  received  from  six  of  its  large 
prime  contractors,  which  showed  that  in  “using  up”  $637,328,000  of  defen.se  dol¬ 
lars  in  just  the  last  6  mouths  of  calendar  1954,  these  6  concers  had  placed 
$151,504,000  or  24  percent  directly  with  small-business  concerns.  An  additional 
amount  of  $19,369,000  had  been  placed  with  small  concerns  by  some  of  their 
large  subcontractors,  bringing  to  27  percent  the  amount  knowui  to  have  gone 
to  small  business. 

Consolidation  of  reports  of  3  Air  Force  prime  contractors  for  recent  6-month 
periods  (and  not  included  in  the  statistics  shown  in  the  preceding  paragraph) 
show  that  in  “using  up”  $392,582,000  of  Air  Force  dollars  in  those  periods  alone, 
$105,386,000  or  27  percent  had  been  placed  directly  by  the  3  primes  with  small- 
business  concerns. 

Also  in  the  spring  of  19.55  the  Air  Force  consolidated  repxjrts  covering  pro¬ 
duction  of  the  first  1,000  B-47  airframes,  plus  the  jet  engines  and  tail  defense 
fire-control  systems  used  on  these  B-47’s.  This  showed  that  21.4  percent  of  the 
total  Air  Force  dollars  involved  had  been  placed  with  small-business  concerns 
by  the  prime  contractors  and  their  major  subcontractors. 

A  report  from  Boeing,  Wichita,  dated  July  1,  1955,  covers  the  distribution  of 
2,138,  million  Air  Force  dollars  on  currently  held  contracts  for  B-47  and  B-52 
models.  The  report  shows  that  $293,035,000  or  14  percent  has  been  or  will  be 
placed  directly  with  3,084  small-business  concerns.  Small  concerns  will  also  share 
in  the  approximately  $1  billion  placed  by  Boeing,  Wichita,  with  large  subcon¬ 
tractors,  but  no  statistics  are  currently  available  to  show  what  distribution  thev 
have  made. 

Progress  payments.~The  following  tables  (Nos.  14,  15,  and  16),  which  are 
self-explanatory,  summarize  progress  payments  on  prime  contracts  by  procuring 
activities  and  by  size  of  contracts  at  December  31,  1954. 
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Tuble  14. — Summary  of  progress  payments  on  prime  contracts  at  December  31, 
1954  (not  ineluding  public-works  construction) 


Army 

Navy 

Air  Force 

Total  Defense 
Department 

1.  Number  of  contractors  with  outstand¬ 
ing  progress  payments _ 

292 

384 

352 

1,028 

2.  Number  of  small-business  contractors 
with  outstanding  progress  payments. 

200 

246 

243 

689 

3.  Small-business  percent  of  contractors 
with  progress  payments _  _ 

68.4 

64 

69 

67 

4.  Number  of  contracts  with  progress  pay¬ 
ments  outstanding _ 

437 

1,035 

886 

2,358 

5.  Number  of  small-business  contracts 
with  progress  payments  outstanding.. 

261 

402 

370 

1,033 

6.  Small-business  percent  of  contracts 
with  progress  payments.  _ 

,59.6 

39 

42 

43.8 

7,  Face  amount  of  contracts  with  out- 

^  007.  202,  232 

$11,396,233,839 

$15,092,657,000 

$28, 496, 093, 071 

8.  Face  amount  of  small-business  con- 

tracts  with  outstanding  progress  pay¬ 
ments . . . . . 

$121. 705, 829 

$513, 106, 010 

$306,  708,  000 

.$941,  619, 839 

9.  Small-busiuess  percent  of  face  amount 
of  contracts  with  outstanding  progress 
payments _ 

6. 1 

4.5 

2 

3.3 

10.  Progress  payments  outstanding _ 

$103,  567, 762 

$2,  352, 609, 580 

$1, 981, 900, 000 

$4, 438, 077,  342 

11.  Progress  payments  outstanding  with 
.small  business _ 

$22, 494, 705 

$249, 443,  302 

$38, 585, 000 

$310, 523, 007 

12.  Percent  progress  payments  outstanding 
with  small  business .  . . . 

21.7 

10.6 

2 

6.99 

Source:  Department  of  Defense. 


Table  15. — Progress  payments,  by  procuring  activity,  at  Dec.  31,  1954  ('not 
including  public-works  construction) 

[All  Air  Force  dollar  figures  are  rounded  to  thousands] 


Chemical  Corps _ 

Engineers _ 

Ordnance _ 

Signal  Corps _ 

Transportation  Corps, .. 
BuShips  (shipbuilding). 

BuShips  (other) _ 

BuAer _ 

BuOrd . . . 

BuSandA . . 

BuDocks _ 

Marine  Corps . . 

ONR . - . . 

ASO  Philadelphia _ 

Air  Materiel  Command 


Small  business 

Other  than  small  business 

Number 
of  con¬ 
tracts 

Face 
amount 
of  con¬ 
tracts 

Progress 

payments 

outstand¬ 

ing 

Number 
of  con¬ 
tracts 

Face  amount 
of  contracts 

Progress 

payments 

outstanding 

6 

$4, 890, 413 

.$792, 074 

4 

$568, 763 

$346,  508 

100 

23,  866, 739 

6, 838, 037 

34 

7, 815, 457 

3, 782, 519 

43 

35, 040,  547 

4, 342, 138 

34 

1, 408, 327, 274 

20, 438, 271 

111 

56, 746, 009 

10, 291, 431 

103 

463, 490, 923 

56, 456, 462 

1 

1, 162, 121 

231,025 

1 

5,  293,  986 

49, 297 

1.36 

317, 341, 040 

209,  451,  460 

78 

1,  482,  490,  628 

759,117,300 

96 

68, 586, 801 

21,920,318 

133 

561, 043, 283 

99, 855, 813 

57 

67, 141, 141 

7, 818, 936 

275 

7, 918,  873,  648 

1, 129, 720, 561 

51 

50, 079, 439 

5,  730, 618 

111 

905, 046, 453 

110,666,726 

27 

5, 464, 192 

1, 614, 700 

7 

2,  018,  483 

1,898,856 

1 

3, 146, 726 

453, 939 

5 

1',  987, 969 

366^  384 

16 

5;  896;  076 

1, 005;  146 

4 

1,  .532, 108 

199, 166 

13 

3, 462, 626 

1, 081, 801 

25 

12, 123, 226 

1, 707, 856 

370 

306,  70S,  000 

38, 585, 000 

516 

14, 785, 949, 000 

1,943,315,000 

1,033 

941,  519, 839 

310, 623, 007 

1, 325 

27, 554, 673, 232 

4,127,554,335 

Total 
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Table  IQ.— Progress  payments,  by  size  of  contracts,  at  Bee.  31,  1954  {not 
including  publio-tcorks  construction) 

[All  Air  Force  dollar  figures  are  rounded  to  thousands] 


Contract  price 

Number  of  contracts  with 
progi'css  payments  out¬ 
standing 

Face  amount  of  contracts  with  progi’css  payments 
outstanding 

Army 

Navy 

Air 

Force 

Total 

Defense 

Depart¬ 

ment 

.4rmy 

Navy 

.\ir  Force 

Total  Defense 
Department 

Less  thau  $25,000-.. 

36 

25 

79 

140 

$540,383 

$408, 877 

$1,341,000 

$2, 290, 260 

.$25,001  to  $50,000-... 

57 

38 

77 

172 

2,  082,  379 

1,  406,  209 

2, 863, 000 

6, 351, 588 

$50,001  to  $100,000  .-- 

73 

49 

90 

212 

5,  482,  705 

3,  555,  602 

6,  252, 000 

15, 290, 307 

$100,001  to  $200,000.. 

64 

72 

84 

220 

9, 127, 173 

10,  519,  427 

12,258,000 

31, 904,  600 

$200,001  to  $300,000-. 

31 

49 

44 

124 

7,  895,  856 

12,  138,  898 

10,  836,  000 

30, 870, 754 

$300,001  to  $500,000-. 

44 

90 

49 

183 

16,  734, 201 

34,  705,  446 

19,411,000 

70,  850,  647 

$500,001  to$l,000,000- 

35 

123 

65 

223 

24,  225,  954 

88,  272, 547 

45, 160, 000 

157,  658,  501 

Over  $1,000,000 _ 

97 

589 

398 

1,084 

1,941,113,  581 

11,  245,  226,  833 

14, 994, 536, 000 

28, 180, 876, 414 

Total- . 

437 

1,035 

886 

2,358 

2, 007, 202,  232 

11, 396, 233, 839 

15, 092, 657, 000 

28, 496, 093, 071 

Source:  Department  of  Defense,  Apr.  19,  1965. 

Defense  related  activities 

Atomic  Energy  Commission  contracts. — The  huge  construction  and  installa¬ 
tion  work  for  which  contracts  are  entered  into  by  the  Atomic  Energy  Commission 
make  it  necessary  that  these  contracts  will  he  placed  with  large  contractors.  As 
miglit  be  aiiticiiiated,  small  business  participates  heavily  in  subcontracting. 
Tables  17  through  22  covering  fiscal  years  1953,  1954,  and  1955,  contain  a  sum¬ 
mary  of  data  on  AEG  prime  contracts. 

It  will  be  noted  that  the  percentage  of  total  value  of  prime  contracts  placed 
with  small  business  has  been  2.1  xiercent  for  fiscal  year  1953,  2.2  percent  for 
fiscal  year  1954,  but  jumijed  to  5.2  i>ercent  for  fiscal  year  1955.  By  contrast, 
small-business  contracts  are  calculated  at  40.9  percent  of  the  total  value  in 
fiscal  year  1953,  45.6  percent  in  fiscal  year  1954,  and  45.6  i>ercent  in  fiscal  year 
1955. 


United  States  Atomic  Energy  Commission 

Table  17. — Fiscal  year  1958 — Summary  of  contract  awards  and  changes,  cost-type  and  fixed  price  actions  cornbined — Prime  actions  by  AEC 
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Total,  all  classes 

Total  value 

$1, 136, 208,  301 

60,  628, 395 

308,  768, 387 

1,  505,  605,  083 

100 

$224,  270,  410 

‘  24, 213,  626 

75,  613, 161 

909,  811,  574 

2,  739,  513,  854 

100 

Number 

781 

160 

3, 161 

4, 102 

100 

784 

415 

15,  068 

1,606 

21,  975 

100 

Educational  and  other 
nonprofit  institutions 

Total  value 

$73,  200 
121,  026 

no,  800 

305,  026 

$121,  366,  510 
10,  029 

5,  224 

5,  009, 852 

126,  696,  641 

4,6 

Number 

•-liM  CO 

CD 

O 

^  (M  0>  O 

CD  t-- 

00  cq 

00  . 

CD  cn 

Big  business 

Total  value 

$1,  093,  366,  689 
56,  865,  267 

293, 281,  284 

1,  443,  503,  240 
95.9 

$95,  800,  022 
23, 179,  360 

54,  395, 101 
899, 339,  825 

2,  516,  217,  548 
91.8 

Number 

299 

66 

1,539 

1,904 

46.4 

79 

295 

5,028 

350 

7,656 

34.8 

Small  business 

Total  value 

$26,  266,  872 
3,  666,  434 

8, 148, 161 

38,  081,  467 
2.5 

$2,  623,  .597 
175,  884 

7,  914,  586 
3,  424,  401 

52,  219,  935 
2,0 

Number 

479 

72 

1,013 

1,  564 
38. 1 

89 

67 

7,051 

575 

9,346 

42.5 

Government  agency 

Total  value 

$16,  511,  540 
(-24,332) 

7, 228, 142 

23,715,350 

1.6 

$4,480,281 

848,353 

13,  298,  250 
2,  037,  496 

44, 379,  730 
1.6 

Number 

o  to 

^  s 

618 

15.1 

55 

51 

2,  910 
651 

4,285 
19,  5 

Type  of  work 

Construction .  .  .  .  _  - . . 

Architect  engineer -  - 

Materials,  supplies  and  equipment  for  construc¬ 
tion _ _ _ 

Subtotal _ _ - 

Percent  of  subtotal _ _ _ 

Research  and  development  . . - . . 

Rents  and  utility  services _ 

Materials,  supplies  and  equipment  other  than 

construction _  . 

Services,  other  than  utility  services..  . . . 

Total...  ..  _ _ _ 

Percent  of  total . . . . . 

V 

% 

.Si 

> 

a> 


•S 

O) 


a 

03 


Q* 

a 


to 

C 


Tahi^k  18. — Fiscal  year  li)53 — Summary  of  contract  awards  and  changes — ■Subcontract  actions  by  AliC  cost-type  prime  contractors 
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Total,  all  classes 

Total  value 

$166,  546, 088 

23, 169, 160 

325, 379, 819 

515,095, 067 

100 

$26, 006, 004 

5,  477,  303 

208, 108,  965 

13,119,263 

767,  .806,  602 

100 

g 

3 

z 

1,147 

824 

100, 981 

102,952 

100 

8.840 

979 

275, 335 

6, 610 

394. 710 

100 

Educational  aud  other 
nonprofit  institutions 

Total  value 

$254,  716 
145,  575 

1,108,031 

1,  508,  322 
0,3 

.$1,402,848 

348,053 

820,  589 

525,  427 

05  CO 

CO  . 

<N  0 

10 

0 

CO 

Number  I 

7 

25 

169 

S'1 

cq  0 

88 

102 

2,  073 
611 

3, 075 
0.7 

Big  business 

Total  value 

$84,  946,  534 
19, 177,  027 

192,  474,  156 

296,  597,  717 
57.6 

$13, 286, 987 
4,833,119 

117,561,808 
5, 012,  608 

437,  292,  239 
57.0 

Number 

00  N 

oi 

33, 256 
32.3 

3,  476 
720 

86, 099 
1,896 

12.5,447 

31.8 

Small  business 

Total  value  j 

s 

QO  fo  ro 

•r  ic  35 

■^r  op 
CC  00  O 

-Tc^  o' 

1?  3 

215,  279,511 
41.8 

$8,201,329 

120,936 

83,  426, 169 
7, 363, 704 

314, 394, 109 
40.9 

Im 

s 

3 

ii  1 

tC 

o 

68,  702 
66.7 

5,028 

140 

182, 970 
3,908 

260,  748 
66.1 

Oovemment  agency 

Total  value 

$1, 186 

1,  708, 331 

1,709,517 

0.3 

$3,111,840 

175,735 

6,300,399 

217,524 

11,  515,  015 
1.5 

Number 

■—  X 

eo  00 

35  . 

0 

22  X  0 

V 

5,416 

1.4 

Ad 

o 

is 

*0 

E 

£ 

C 

C. 

1 

(/ 

£ 

G 

c. 

Architect  engineer. . .  . . . 

Materiiils,  supplies  and  equipment  for  c.on- 
struction . . . . . . . 

Subtotal _ 

Percent  of  subtotal . . . . 

Reseaich  and  development _ _ — . 

Rents  and  utility  servtos . . . . 

Materials,  supplies  and  equipment  other  than 

construction _ _ _ 

Services,  other  than  utilitv  services _ 

Total... . . . . . . . 

Percent  of  total. . . . 

Tahlk  19. — Fiscal  year  1954 — Summary  of  contract  awards  and  changes,  cost-type  and  fixed-price  actions  combined — Prime  actions  by  ABC 
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Total,  all  classes 

Total  value 

.$904, 217, 585 
(-160, 345,891) 
40.  930, 603 
(-23,058,609) 

81,132, 791 

1, 026, 280, 979 

(-183,404,500). 
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Table  20. — Fiscal  year  1954 — Summary  of  contract  awards  and  changes — Subcontract  actions  by  ABC  cost-type  prime  contractors 
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Total,  all  classes 

Total  value 

$69, 666, 717 

6,  279,  565 

268,  678, 238 

344,  624,  520 

100 

$7.  273,  213 

9, 105,  473 

152,479,311 

15,  401,  634 

,528,  884, 151 

100 

Number 

911 

33 

74,780 

75,  724 

100 

1,  439 

745 

228,  667 

4, 416 

310,  991 

100 

Educational  and  other 
nonprofit  Institutions 

Total  value. 

$8,  259 
3,000 

3,  316 

14,  575 

$907,  538 

1,  286,  969 

636,  888 

1,  016,  289 

3,  862,  259 

0.7 

Number 

C*5  CO  *C 

1 

32 

117 

1, 183 
520 

1,873 

0,6 

Big  business 

Total  value 

$41,  182,  970 
5, 137,  323 

138,  770,  987 

185, 091,280 
53.7 

.$5,  215,  277 
6,  16.5,  888 

76,  270,  756 
5,  603,  905 

278,  347, 106 
52.6 

Number 

262 

10 

22,  765 

23,037 

30.4 

555 

513 

70,  408 

1,  026 

95,  539 
30.7 

Small  business 

Total  value 

$28,  475,  323 
1, 139,  242 

127,  280,  395 

156,  894,  960 
45.5 

$1,  145,  615 

1,  633,  040 

73.  206,  300 
8,  331, 107 

241,  211,  022 
45.6 

Number 

645 

20 

50,381 

51,  046 
67.4 

845 

111 

153,  020 
2,709 

207,  731 
66,8 

1 

Goveniment  agency 

Total  value 

$165 

2,  623,  540 

2,  623,  705 
0.8 

$4.  783 
19,  576 

2,  365,  367 
450, 333 

5.  463.  764 

1. 1 

Number 

1 

1 . 

1 

1,619 

1,620 

2.2 

7 

4 

4,  056 
161 

5,848 

1.9 
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Table  21. —  Fiscal  year  1955 — summa-y  of  contract  awards  and  changes,  cost-type  and  fixed  price  actions  combined — prime  actions  by  ABC 
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Total,  all  classes 

Total  value 

$117,  281,  910 
(-199,  573,  826) 
10,741,419 

(-785,  757) 

69,  538,  534 

197,  561, 863 

(-200,  359,  583) 

100 

$159,  284, 123 

2  60,  567,  221 

25, 032,  797 

401,  930,  782 

(-137,  635,415) 

904,  376,  786 

(-337,  994,  998) 

100 

Number 

o>  «o  CO  10 

Q  i-<  C  ^  »0 

CD  T~i 

»o  0 
CD  fO  0 

T-I 

957 

501 

10,  849 

1,296 

10 

15, 068 

42 

100 

Educational  and  other 
nonprofit  institutions 

Total  value 

$363,  549 

13,  800 

377,  349 

0.2 

$68,  683,  747 
155, 120 

2, 029 

5,  735 

(-579,000) 

69,  223,  980 

(-579,000) 

1  7.7 

Number 

4 

0.3 

CD  CO  0  >-« 

CO 

768 

1 

1  5.0 

Big  business 

Total  value 

$79,  715,  472 
(-199,  573,  826) 
9,  774,  917 
(-785,  757) 

28,  662,  313 

118, 152,  702 
(-200,  359,  583) 

1  59.8 

.$81,  298,  282 
19, 141,  907 

14,  824,  383 
426, 138,  410 
(-137,  056,415) 

659,  555,  684 
(-337,  415,  998) 

1  72.9 

Number 

W  05  05  CO  CD 
CC  i-H  10  •—  05 
r—t  ^ 

717 

32 

1  49.  0 

111 

381 

3,902 

234 

9 

5,  345 
41 

1  35.5 

Small  business 

Total  value 

$24, 305, 178 

947,  702 

455,  451 

25,  708,  331 

13.0 

$1, 146,  976 
165,  017 

3,  343,  381 
16,  504,  351 

46,  868,  056 

5.2 

Number 

CO  rp  C5 

•^}4  ^ 

670 

45.7 

70 

60 

3,  678 
503 

4,981 

33.1 

Government  agency 

Total  value 

$12,  897,  711 

5,000 

40,  420,  770 

53,  323,  481 

27.0 

$8, 155, 118 
41, 105, 177 

6, 863, 004 
19,  282,  286 

128,729,066 

14.2 

Number 

CO  i-H  I'- 

CD 

74 
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3,  254 
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3,  974 
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Office  of  Defense  MoiUization. — Table  2A  contains  data  pertaining  to  cer- 
titicates  of  necessity  for  raiiid  tax  amortization  and  small  business.  It  will  be 
seen  that  41.9  percent  of  the  total  number  of  certiticates  issued  to  November  16, 
19").').  were  i.s.sued  to  small  business,  which  represents  111.7  percent  of  the  total 
certified  amount.  Cumulative  figures  refiecting  adjustments  are  43.5  percent 
and  13.3  i>ercent. 

Under  section  392  of  the  Defense  Production  Act  loans  many  be  made  to 
expedite  i)roduction  and  deliveries  to  aid  in  carrying  out  Government  contracts 
for  the  procurement  of  materials  or  the  performance  of  services  for  the  national 
defense.  ( )DM  reports  that  270  such  loans  were  approved  by  the  Treasury 
Department  thi-ongh  November  17,  1955,  of  which  243  were  made  to  small  busi¬ 
ness.  The  total  value  of  these  loans  was  $310,002,098.  The  small  business 
share  in  value  was  .$93,895,925, 

V-loun  (ipi)Ue(itions,  military  ileyartmcnts. — The  following  tables  (Nos.  24 
Ihrcmgh  20)  provided  by  the  Federal  Reserve  System,  show  the  distribution  of 
apiilications  for  V-loans  for  the  Army,  Navy,  and  Air  Force  from  September 
19.50  through  October  31,  19,55.  The  data  constitutes  a  complete  review  of  the 
guaranteed  loan  progi  am  undert.-iken  by  the  military  departments.  The  pattern 
of  loan  guarantees  authorized  and  executed  has  been  consistent  with  the  pattern 
of  distribution  of  defense  contracts  in  general. 
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Table  23. — Small  business  certifications  {to  Nov.  16,  1955) 
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Board  of  Gov'ernors  of  the  Federal  Reserve  System,  Division  of 

Bank  Operations 

Chart  24A. — Distribution  of  applications  for  V-loans,  September  1950  through 
Oct.  31, 1955,  Department  of  the  Army 


Num¬ 

ber 

au¬ 

thor¬ 

ized 

Amount 
applied  for 

Amount 

authorized 

Guaranty  agree¬ 
ments  executed 

Guaranty  agree¬ 
ments  not 
executed  (author¬ 
izations  expired) 

Num¬ 

ber 

Amount 

Num¬ 

ber 

Amount 

BT  SIZE  OF  AT’THORIZATION 

Under  $50,000 _ _ 

$50,00n  to  $99,999.. _ _ 

$100,000  to  $249,999.. . 

$250,000  to  $499,999. . . 

$500,000  to  $999,999... . . 

$1,000,000  to  $4,999,999.. . 

$6,000,000  to  $9,999,999 . 

$10,000,000  and  over _ 

Subtotal  . . 

Increases  in  existing  author¬ 
izations . . . . 

48 

73 

124 

130 

107 

126 

16 

10 

$1,  479,  280 

5, 150,  500 
18,  78;i,  600 
43,  260, 000 
67, 120,  000 
254,  442,  658 
101,  600,  000 
279, 000,  000 

$1,389,280 

6, 096,  ,500 
18, 623,  600 
42,  480,  000 
66, 370, 000 
252,  642,  658 
101,600,000 
279, 000,  000 

38 

62 

106 

112 

102 

119 

16 

9 

$1, 151,000 
4,  426,  500 
15,  957,  600 
36,  570, 000 
63,  270,  000 
237,  892,  658 
101,  600, 000 
264, 000, 000 

10 

11 

18 

18 

5 

7 

1 

$238, 280 
670, 000 
2,  666, 000 
5,  910,  000 
3, 100, 000 
14,  750, 000 

15,000,000 

634 

770,  836, 038 

78, 078,  500 

767,  202, 038 

76, 353,  500 

564 

724,  867,  758 

73,  838,  500 

70 

42, 334,  280 

2,  515,  000 

Total _ _ 

634 

848,  914,  538 

843,  555,  538 

564 

798,  706,  258 

70 

44,  849,  280 

N  umber 
declined 

Amount 
applied  for 

BY  SIZE  OF  APPLICATION  DECLINED 

12 

$1,  942,  291 
2, 105, 000 

4,  226, 000 
5, 166,000 
8,  947, 000 

10,  275, 000 

5,  250, 000 

$50,000  to  $99,999-.- . 

23 

$100,000  to  $249,999  .  _  _ _ _ _ _ 

33 

$250i000  to  $499^999 _ _ _ 

24 

$500’000  to  $999^999 . . . 

20 

$1,000,000  to  $2,499,999  .  . . . . 

15 

$2^500^000  to  $9’999’999  .  . 

3 

$10,000,000  to  $49,999,999 _  — _ _ 

Total.  -  _ _ _ 

130 

37, 911,  291 

so 
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Chart  24B. — DistriTjiifion  of  V-Ioufoi  anthorised  September  WoO  tlirouijli  Oct. 
31, 1955,  Department  of  the  Armij 


Num¬ 

ber 

au¬ 

thor¬ 

ized 

•Amount 
applied  for 

.Amount 

authorized 

Ouarantee  agree¬ 
ments  executed 

Guarantee  agree¬ 
ments  not 
executed  (author¬ 
izations  expired) 

Num¬ 

ber 

Amount 

Num¬ 

ber 

Amount 

BY  ASSETS  OF  BORROWER 

Under  $50,000 .  . . 

,95 

$2, 140,  780 

$2, 070, 780 

.90 

$1, 784, 000 

5 

.$280,  780 

$50,000  to  $99,999 . . . 

4R 

,5,341,000 

5,  .931.  000 

,98 

4,431,000 

10 

900,000 

$100,000  to  $249,999 _ _ 

9(5 

19, 083,  500 

19, 39.9, 500 

84 

17, 947, 000 

12 

1.  446, 500 

$250,000  to  $499,999 _ _ 

109 

30,  860, 000 

.90,  246,  IKK) 

89 

26, 190, 000 

20 

4,  050,  000 

$500,000  to  $999,999 . . 

90 

39,  529,  000 

38,  454, 000 

85 

35, 994, 000 

5 

2,  460,  OOO 

$1,000,000  to  $2,499,999 _ 

123 

1 18,  897,  0(X) 

117, 947,  (KK) 

115 

111,847,000 

8 

0, 100, 000 

$2,500,000  to  $9,999,999 . 

98 

204,  802,  6,58 

202,  512,  6.58 

89 

187, 912,  658 

9 

14,  000, 000 

$10,000,000  to  .$49,999,999 . 

27 

190,  .900,  000 

190,  .900,  000 

20 

181,  .900, 000 

1 

15,  000,000 

231.000,000 

2.31,000,  OtK) 

231, 000, 000 

.900, 000 

300,000 

1 

300,000 

Total- . . 

ft94 

848,914,  .598 

843,  ,555,  538 

564 

798, 706, 258 

70 

44. 849, 280 

BY  NUMBER  OF  EMPLOYEES 

OF  BORROWER 

N umber  of  employees  of  hor- 

rower  only,  not  including 

affiliated  concerns  under 

common  ownership  or  con- 

trol: 

Under  25 . . . 

0.5 

0,  524,  780 

6,  444,  780 

,54 

.5,  208,  (KK) 

11 

1,  2:40,  780 

25  to  49 . 

74 

16. 310,  000 

10,  020,  000 

67 

15,  649,  100 

7 

371,  500 

50  to  74 _ _ _ 

18,  044,000 

18,  244, 000 

00 

15,  834,  000 

6 

2,  410,  000 

75  to  99 . . 

46 

12,  981,  500 

12,  487,  500 

40 

11,421,  .500 

6 

1, 060, 000 

100  to  149 _ _ _ 

75 

27,  030,  000 

26,  6.95,  000 

06 

23, 350, 000 

9 

3,  285, 000 

1,50  to  249 _ 

87 

100.  495,  000 

99,  645,  OOO 

83 

97, 840, 000 

4 

1, 805, 000 

250  to  499 . . 

91 

1 17.  089,  658 

116,039,0,58 

85 

113,089,658 

6 

2, 950, 000 

Over  5()0  to  .  . .  -  . . 

112.690.  (KX) 

110.540.000 

57 

90, 990, 000 

7 

13,  550,  000 

1,000  to  2,499.  _ _ 

32 

122.550,  000 

122.  550. 000 

32 

122,  550,  000 

17 

2X7.  0(K).  (XX) 

287,  000,  (X)0 

17 

287.  000.  000 

Not  available  .  . 

17 

28. 199,  0(X) 

27,  949.  000 

3 

9,  774,  000 

14 

18, 175,(KK) 

'I'otal . 

034 

.SIO.  914,  .538 

84.9,  555,  538 

.504 

798,  706,  2.58 

70 

44.  849,  280 

Number  of  emploveos  of  bor- 

rower,  including  afliliated 

concerns  under  common 

ownership  or  control: 

Under  25-  _ 

59 

5.  40SI,  780 

5.  389.  780 

.50 

4,  428,  000 

9 

901,  780 

25  to  49..-  .  -  .  _ 

70 

11,  oil,, 500 

10.  721.  500 

62 

10,  2.50.  (KK) 

8 

471,500 

,50  to  74 _ 

60 

17.  214.  IKK) 

16.  814,  000 

,55 

14,  404,  000 

5 

2,  3.50,  000 

75  to  99--  _ 

42 

14.  010,  IKKI 

14.  110,600 

,90 

12.  945,  (KK) 

6 

1, 171,000 

100  to  149...  _ 

77 

20,  330,  IKK) 

25,  935,  (KIO 

71 

24,  700,  000 

6 

1,235,000 

150  to  249...  _ 

S5 

4.5.  920,  (KK) 

45.  370,  000 

79 

41,805,000 

6 

3,  565,  000 

2,50  to  499...  - . . 

92 

1 10.  779,  058 

1 10,  229,  658 

85 

100,  989,  058 

7 

3,  240, 000 

500  to  999 . .  . . 

69 

119.  990.  (M)0 

117,  940,000 

64 

100,  390,  000 

5 

11,. 5,50, 000 

1,000  to  2,499 _ 

38 

130,  9.50,  IKK) 

130,  050,  (KIO 

30 

128,  050,  IKK) 

2 

2,  000,  000 

2,500  and  over _  .  .  .. 

20 

33.5.  5(X).  (XX) 

335.  5(X).  (M)0 

20 

335,  500.  (XX) 

Not  available _  ..  .. 

22 

31, 139,  000 

.90,  889,  000 

6 

12,  584,  000 

10 

18,  305,  000 

Total _  _ 

0.94 

848.  914,  ,5,98 

843.  .555.  ,538 

.504 

798,  706,  2.58 

70 

44,  849,  280 
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Chakt  25A. — Distribution  of  applications  for  V-Ioans  September  1950  through 
Oct.  SI,  1955,  Department  of  the  Navy 


Num¬ 

ber 

au¬ 

thor¬ 

ized 

Amount 
applied  for 

Amomit 

autliorizcd 

Guarantee  agree¬ 
ments  executed 

Guarantee  agree¬ 
ments  not 
executed  (author¬ 
izations  expii-ed) 

Num¬ 

ber 

Amount 

Num¬ 

ber 

Amount 

BY  SIZE  OF  AUTHORIZATION 

Tender  $50,000 _ 

.$50,000  to  $99,099.. . . 

$100,000  to  $249,999 _ 

.$250,000  to  $499,999 _ 

$600,000  to  $999,999 _ 

$1,000,000  to  .$4,999,999 _ 

$5,000,a)0  to  $9,999,999 _ 

$10  million  and  over . . 

Subtotal . . . 

Increase  in  existing  author¬ 
izations..  _ 

28 

30 

68 

57 

,68 

60 

9 

14 

$770, 000 
2,  305, 600 
10,  995,  600 
20,  025,  000 
38, 435, 000 
119,  550, 000 
57,  200,  000 
211, 000, 000 

$760, 000 
2, 160,  (X)0 
10, 646, 600 
19, 125, 000 
37, 485, 000 
115,  500, 000 
57,  200, 000 
208, 000,  OIX) 

17 

26 

57 

53 

53 

57 

9 

14 

$477, 000 
1,891,600 
9, 04,6, 600 
17,  750. 000 
34, 185, 000 
109, 700, 000 
57, 200, 000 
208, 000, 000 

11 

4 
11 

3 

5 

2 

$273, 000 
269,000 
1, 600, 000 
1, 000, 000 
3, 300, 000 
4,200,000 

324 

460, 281,  200 

102, 037, 900 

450, 866, 200 

101, 181, 900 

286 

438, 249, 200 

96, 086, 900 

36 

10, 642, 000 

1, 995, 000 

Total _ 

‘  324 

562, 319, 100 

>  552, 048, 100 

286 

534, 336, 100 

36 

12, 637, 000 

Number 

doclmed 

Amoimt 
applied  for 

BY  SIZE  OF  APPLICATION  DECLINED 

Under  $50,000.. . . . 

6 

$270, 947 
352, 596 

$50,000  to  .$99,999  _ _ _ _ _ 

6 

$100,000  to  $249,999 _ _ _ _ _ _ 

16 

2, 030, 000 
1. 250, 000 
1, 500,  000 
5, 250, 000 
500,000 

$250,000  to  $499,999 _ _ _ _ _ _ 

6 

$500,000  to  $999,999 _ _ _ _ _ 

2 

$1,000,000  to  $2,499,999 . . . . . . 

8 

$2,500,000  to  $9,999,999 .  - _ _ _ _ _ _ 

1 

$10,000,000  to  .$49,999,999 _ _ _ _ 

$50  million  and  over.  _ _ _ _ 

Total _ _ _ _ 

45 

11, 153, 543 

I  Includes  2  in  number  and  $6,075,000  in  amount  of  loans  authorized  on  which  guarantee  agreements  have 
not  been  executed  as  of  Oct.  31.  195.6. 
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Chart  25B. — Distribution  of  V-loans  authorized  September  1950  through  Ocf^ 
31,  9155,  Department  of  the  Navy 


Num¬ 

ber 

au¬ 

thor¬ 

ized 

Amount 
applied  for 

Amount 

authorized 

Guarantee  agree¬ 
ments  executed 

Guarantee  agree¬ 
ments  not 
executed  (author¬ 
izations  expired) 

Num¬ 

ber 

Amount 

Num¬ 

ber 

Amount 

BY  ASSETS  OF  BORROWER 

Under  $50,000.. . . 

15 

$6.34, 000 

$629, 000 

11 

$569, 000 

4 

$60,000 

$50,000  to  $99,999 _ 

19 

2;  299, 000 

2, 054, 000 

14 

1, 761, 000 

5 

293,000 

$100,000  to  $249,999. . 

60 

10, 367, 100 

9, 996, 100 

52 

9, 202, 100 

8 

794, 000 

$250,000  to  $499,999 . . 

46 

15, 864, 000 

15, 339, 000 

39 

13, 919, 000 

7 

1, 420, 000 

$500,000  to  $999,999 _ _ 

57 

34, 685, 000 

33, 960, 000 

51 

32, 090, 000 

6 

1,870,000 

$1,000,000  to  $2,499,999 . 

54 

65,  030, 000 

64,  280,  000 

50 

59, 305, 000 

2 

2, 900, 000' 

$2,500,000  to  $9,999,999. . 

46 

124, 090,  000 

119,  940, 000 

43 

117,640,000 

3 

2,300,000 

$10,000,000  to  $49,999,999 _ 

21 

187, 350, 000 

183,  850,  000 

20 

177,  850,  000 

1 

3, 000, 000' 

122, 000,  000 

122,  000,  000 

6 

122, 000,  000 

Total . . 

1324 

562, 319, 100 

1  552, 048, 100 

286 

534, 336, 100 

36 

12, 637, 000> 

BY  NUMBER  OF  EMPLOYEES 

OF  BORROWER 

Number  of  employees  of  bor- 

rower  only,  not  including 

affiliated  concerns  under 

common  ownership  or  con- 

trol: 

Under  25 . . . . 

34 

3, 190, 000 

3, 050, 000 

28 

2, 755, 000 

6 

295,000 

25  to  49 . . 

32 

4, 556, 100 

4, 248, 100 

28 

3, 999, 100 

4 

247,000 

50  to  74.... . 

32 

8, 440, 000 

8, 089, 000 

27 

7,  .394,  000 

5 

695,000 

75  to  99.... . 

28 

8, 463,  000 

8,  213, 000 

25 

7,  563,  000 

3 

650,000 

100  to  149 . . 

21 

11,  580,  000 

11,280,000 

17 

10,  460,  000 

4 

820,000 

150  to  249 . . . 

42 

27,  970, 000 

27,  695, 000 

40 

27, 170, 000 

2 

525,000 

250  to  499. . . . 

53 

69,  520, 000 

68,  470,  000 

50 

64, 045, 000 

1 

2,  450, 000 

.500  to  999- . . . 

28 

59, 0,50, 000 

55,  250, 000 

27 

54,  400,  000 

1 

750,000 

1,000  to  2,499 _ _ 

18 

68,  900,  000 

68,  400,  000 

17 

65,  400, 000 

1 

3, 000,000 

L8 

279,  500, 000 

276,  500. 000 

18 

273,  500, 000 

Not  available . . . 

18 

2li  150i000 

20,  855,  000 

9 

17,650,000 

9 

3,  205, 000 

Total _ _ 

>  324 

562, 319, 100 

I  552, 048, 100 

286 

534.  336, 100 

36 

12, 637, 000 

Number  of  emploveos  of  bor- 

rower,  including  affiliated 

concerns  under  common 

ownership  or  control: 

Under  25.. _ _ 

29 

3,  290,000 

3,175,000 

25 

3,  080,  000 

4 

95,000 

25  to  49 . . 

31 

4,  276,  100 

4, 066, 100 

27 

3,  894,  100 

4 

172, 000' 

.50  to  74 _ 

30 

7, 050, 000 

6,  649, 000 

24 

5,  8,54,  (XX) 

6 

795, 000 

75  to  99  . . 

28 

8,  338, 000 

8, 188,000 

25 

7,  688,  000 

3 

500,000 

100  to  149- _ _ 

24 

11,315,000 

10,  990, 000 

19 

9,  995,  000 

5 

995,  000 

150  to  249 . . 

40 

26,  925, 000 

26,  650, 000 

38 

26, 125,000 

2 

525,000 

250  to  499 _ 

52 

61,020,000 

60,  220, 000 

49 

55,  795,  000 

1 

2,  450,  000 

.500  to  999  . 

28 

56,' 500, 000 

52,  450, 000 

27 

51,  600,  000 

1 

750,000 

1,000  to  2,499,. . . 

20 

'  51  ,'9,50,000 

51,  450, 000 

19 

48,  450,  000 

1 

3, 000, 000' 

21 

309,  500, 000 

306,  500, 000 

21 

303,  500, 000 

Not  available _ 

21 

22;  155;  000 

21,  710, 000 

12 

18, 355;  000 

9 

3, 355, 000 

Total _ _ 

1324 

562, 319, 100 

'  552,  048, 100 

286 

534, 336, 100 

36 

12,  637, 000 

'  Includes  2  in  number  and  $5,075,000  in  amount  of  loans  authorized  on  which  guaranty  agreements  have 
not  been  executed  as  of  Oct.  31,  1955. 
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Chart  26A. — Distrihiitimi  of  applications  for  V-loans  September  1950  through 
Oct.  31, 1955,  Department  of  the  Air  Force 


Num¬ 

ber 

au¬ 

thor¬ 

ized' 

Amount 
applied  for 

Amount 
authorized  2 

Guarantee  agree¬ 
ments  executed 

Guarantee  agree¬ 
ments  not 
executed  (author 
izations  expired) 

Num¬ 

ber 

Amount 

Num¬ 

ber 

Amount 

BY  SIZE  OF  AUTHORIZATION 

Under  $50,000 _ _ _ 

$50,000  to  $99,999 _ 

$100,000  to  $249,999 _ 

$250,000  to  $499,999 _ 

$,500,000  to  $999,999 _ 

$1,000,000  to  $4,999,999. . . 

$5,000,000  to  $9,999,999 _ 

$10,000,000  and  over _ 

Subtotal _ _ _ 

Increases  in  existing  authori¬ 
zations  _ 

27 

42 

64 

63 

58 

107 

12 

18 

$636,  ,500 
2, 919, 500 
13, 905, 000 
21, 085, 000 
37, 890, 000 
227,  904,  000 
83, 000, 000 
454, 000, 000 

$626,  500 
2,  824,  500 
11,  633, 000 
20, 635, 000 
37,  640, 000 
226, 904, 000 
83, 000, 000 
454, 000, 000 

15 

36 

59 

57 

53 

105 

11 

18 

$367, 500 
2,  454.  500 
10,  763,  000 
18,  900,  000 
33, 940, 000 
221,  154,  000 
75,  500,  000 
454,  000,  000 

12 

6 

4 

6 

5 

2 

1 

$259, 000 
370,000 
650, 000 
1, 735, 000 
3,  700,  000 
5,  750, 000 
7,  .500, 000 

391 

841, 340, 000 

195, 796, 833 

837, 263, 000 

188, 691, 833 

354 

817, 079, 000 

185, 681, 833 

36 

19, 964, 000 

2, 910, 000 

Total _ 

391 

1, 037, 136, 833 

1, 025, 954, 833 

354 

1,  002, 760, 833 

36 

22. 874, 000 

BY  SIZE  OF  APPLICATION  DECLINED 


Number  Amount 
deolinod  applied  for 


Under  $50,000 _ 

$50,000  to  $99,999 _ 

$100,000  to  $249,999 _ 

$250,000  to  $499,999 _ 

$500,000  to  $999,999 _ 

$1,000,000  to  $2,499,999... 
$2,500,000  to  $9,999,999... 
$10,000,000  to  $49,999,999. 
$50,000,000  and  over _ 


4 

5 
10 

9 

5 

5 

1 


$244, 000 
223,  700 
1,  426, 000 

1,  650,  000 

2,  250,  0(X) 

3,  550,  OOO 
500,000 


Total 


39 


9, 843.  700 


1  Includes  1  authorization  on  which  guarantee  agreement  had  not  been  executed  as  of  Oct.  31,  1955. 

2  Includes  $320,000  on  which  guarantee  agreements  had  not  been  executed  as  of  Oct.  31,  1955. 
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Chart  261’.. — Distribution  of  V-loans  authorized  September  1950  throuoh  Oct. 
31, 1955,  Department  of  the  Air  Force 


Num¬ 
ber 
au¬ 
thor¬ 
ized  I 

mount 
applied  for 

.Amount 
authorized  ^ 

(iuarantee  agree¬ 
ments  executed 

Guarantee  agree¬ 
ments  not 
executed  (author¬ 
izations  expired) 

Num¬ 

ber 

Amoimt 

Num¬ 

ber 

Amount 

BY  ASSETS  OF  BORROWER 

Under  $50, (XM) _ _ 

13 

$627, 500 

.$582, 500 

9 

$455,  500 

4 

$127, 000 

.$50,000  to  $99,999_ . . 

20 

2,  357,  500 

2, 347, 500 

19 

1,  982,  500 

7 

365,000 

$100,000  to  $249,999 _ 

50 

7, 987, 000 

7, 857, 000 

42 

6,  945,  OOO 

8 

912,  000 

.$250,000  to  $499,999 _ 

59 

44,  216,  500 

43,819,500 

55 

42,  294,  500 

4 

1,  525, 000 

.$500,000  to  $999,999  . . . 

.59 

30,  484, 000 

29, 834, 000 

54 

27, 939, 000 

5 

1,  795, 000 

$1,000,000  to  $2,499,999 _ 

72 

108, 075,  000 

105,  925, 000 

67 

94,  075, 000 

5 

11,850,000 

.$2,500,000  to  $9,999,999 _ 

78 

212,  .889, 333 

210, 089,  333 

74 

203, 569, 333 

3 

6, 300, 000 

$10,000,000  to  $49,999,999 . 

28 

3.58, 500, 000 

353, 500, 000 

28 

353. 500, 000 

$50,000,000  and  over . 

6 

272, 000, 000 

272, 000, 000 

6 

272, 000, 000 

Total _ _ _ 

391 

1,037,136,833 

1,025,954,8.33 

354 

1, 002,  7t’i0, 833 

36 

22, 874, 000 

BY  NUMBER  OF  EMPLOYEES 

OF  BORROWER 

Number  of  employees  of 

borrower  only,  not  includ- 

ing  affiliated  concerns 

under  common  ownership 

or  control: 

Under  25. . 

25 

2,817,500 

2,  692,  500 

21 

2,  523, 000 

4 

169,  500 

25  to  49 . 

49 

14, 689,500 

14,404,500 

42 

13,  969,  500 

7” 

435,  000 

50  to  74 . . . 

24 

4, 909, 000 

4,  762,  OOO 

19 

4, 005, 000 

5 

757, 000 

75  to  99 . . 

23 

8, 100, 000 

8,  025, 000 

20 

6, 800, 000 

3 

1,225,000 

100  to  149 . . 

32 

12,300,000 

12,0(H),(H)0 

30 

11,380,000 

2 

520, 000 

150  to  249  . . 

51 

30,  745, 000 

30, 695, 000 

48 

28, 370,  000 

3 

2, 325, 000 

2.50  to  499  . . 

66 

86.  270, 000 

81,870,000 

60 

78. 3.*;o.  non 

3. 300.  000 

500  to  999  . . 

53 

134,  815,  333 

134,015,333 

52 

125,  515, 333 

1 

8,  500, 000 

1,000  to  2,499 . . 

29 

143,  204, 000 

143, 204, 000 

28 

140,  704, 000 

1 

2,  500, 000 

2,600  and  over . . 

26 

558, 750, 000 

553,  750,  (KM 

25 

550,  750, 000 

1 

3, 000, 000 

Not  available _ 

13 

40,  536, 500 

40,  536,  500 

9 

40, 394, 000 

4 

142,500 

Total . . . 

391 

1, 037, 136, 833 

1, 025, 954, 833 

354 

1, 002,  700, 833 

36 

22, 874, 000 

Number  of  employees  of 

borrower.  Including  affili- 

ated  concerns  under  com- 

mon  ownership  or  control: 

Under  25 _ 

25 

2, 817,  ,500 

2,  092,  500 

21 

2, 523, 000 

4 

169,500 

25  to  49. . . . . 

46 

6,  989,  500 

6,  704,  ,500 

39 

6,  269,  500 

7 

435, 000 

50  to  74.... . . 

23 

4,  562,  000 

4,  462, 000 

18 

3,  705, 000 

5 

757, 000 

76  to  99 _ _ 

23 

7, 697, 000 

7, 575, 000 

21 

7, 100, 000 

2 

475,000 

100  to  149 . . 

32 

12,  500,  000 

12,  200,  000 

30 

11,580,000 

2 

520,000 

150  to  249 . . . 

48 

34, 045,  000 

33, 995, 000 

45 

31,670,000 

3 

2,  325, 000 

250  to  499 . 

64 

66,  270,  000 

65, 370, 000 

57 

61, 100, 000 

6 

4, 050, 000 

500  to  999  _ _ 

51 

103, 765, 333 

102, 965  333 

51 

ini  96.'$  .333 

1  non  nno 

1,000  to  2,499 . 

36 

168i  704|  000 

167,204,000 

35 

164[  704'  000 

1 

2,  500,  000 

2,500  and  over . 

30 

589,  250, 000 

582, 250, 000 

28 

571,  750, 000 

2 

10, 500, 000 

Not  available . . 

13 

40, 536,  500 

40,  536,  500 

9 

40,  394, 000 

4 

142, 500 

Total . . 

391 

1, 037, 136, 833 

1,  025,  954,  833 

354 

1,002,760,833 

30 

22, 874, 000 

1  Includes  1  authorization  on  which  guarantee  agreement  had  not  been  executed  as  of  Oct.  31,  1955. 

2  Includes  $320,000  on  which  guarantee  agreements  had  not  been  executed  as  of  Oct.  31,  1955. 


General  Services  Administration. — Certain  responsibilities  of  tlie  General 
Services  Aclininistration  relate  to  the  mobilization  program  and  to  defense  pro¬ 
curement.  One  of  these  is  the  procurement  of  critical  and  strategic  materials 
for  the  national  stockpile.  Other  defense-related  programs  are  discussed  in 
section  (iii).  General  Services  Administration  has  submitted  tlie  following 
data  (table  27)  on  the  stockpile  program  including  the  number  and  value  of 
procurement  actions  for  fiscal  years  1951-55. 

It  might  be  anticipated  that  the  percentage  in  both  the  number  and  value 
which  has  been  placed  with  small  business  has  been  substantial.  This  substan¬ 
tial  drop  in  fiscal  years  1954  and  195.5  (from  tlie  1953  level)  amounting  to  ap¬ 
proximately  40  iiercent  is,  however,  striking.  Considering  the  nature  of  the 
pi’ocurement,  it  is  to  be  exi>ected  that  almost  all  of  it  will  be  placed  by  negotiation. 
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Table  27. — Stockpiling  programs — Numher  and  value  of  procurement  actions, 
fiscal  years  1951-55  {showing  percent  distribution  by  size  of  business  and 
procurement  method) 


Total  procurement 
actions 

Percent  distribution  by  size  of 
business 

Percent  distribution  by  type  of 
procurement 

Fiscal  year 

Value 

Small  business 

Other 

Advertised 

Negotiated 

Number 

(million 

dollars) 

Number 

Value 

Number 

Value 

Number 

Value 

Number 

Value 

1951 _ 

1,423 

$654.  2 

90.0 

59.0 

10.0 

41.0 

8.0 

1.2 

92.0 

98.8 

1952 _ 

2.330 

637.6 

85.  9 

89.6 

14.1 

10.4 

6.4 

1.7 

93.6 

98.3 

1953 . . 

3,889 

418.8 

85.2 

65.6 

14.8 

34.4 

4.8 

2.7 

95.2 

97.3 

1954  I.... . 

3,828 

254.6 

93.2 

39.8 

6.8 

60.2 

2. 1 

9.2 

97.9 

90.8 

1955  1 _ 

3,  906 

175.1 

90.6 

39.9 

9.4 

60.1 

2.1 

.6 

97.9 

99.4 

1  N  ew  reporting  form  placed  in  use  in  January  1954  changed  the  size  of  actions  reported  from  $10  and  over 
to  $25  and  over. 


Source:  Operating  statistics  of  Emergency  Procurement  Service,  General  Services  Administrztion  (re¬ 
ported  on  GS.4  Form  33h 

Department  of  the  Interior. — -The  Defense  Minerals  Exploration  Administra¬ 
tion  was  created  pursuant  to  the  Defense  Production  Act  of  1950,  as  amended,  to 
carry  out  a  program  of  exploration  for  strategic  and  critical  metals  and  minerals. 

Under  the  program  as  set  forth  in  DMEA  Order  I,  amended,  DMEA  enters 
into  contracts  with  private  mining  operators.  These  contracts  provide  for 
Government  contribution  to  the  costs  of  exploration  projects  in  the  search  for 
indicated  or  undeveioped  sources  of  specified  minerals  and  metals  in  the  United 
States,  its  Territories,  or  possessions.  The  Government  contributes  50  or  75 
percent  of  the  cost  of  this  work  depending  on  the  particular  mineral  that  is  the 
subject  of  the  exploration  contract. 

Small  business,  represented  by  individuals,  partnerships,  and  small  corporate 
enterprises,  has  had  an  important  part  in  the  program.  In  fact,  the  small  opera¬ 
tor  has  been  numerically  dominant  in  the  program  since  its  earliest  days.  This 
situation  is  accounted  for  by  two  aspects  of  the  exploration  program.  The  list 
of  33  minerals  eligible  for  assistance  under  the  program  inciudes  many  com¬ 
modities  of  a  highly  strategic  character  which  are  not  foimd  in  deposits  of 
sufficient  size  to  interest  the  large  mining  operator.  The  search  for  these  minerals 
has  thus  become  the  concern  primarily  of  the  small  operator.  Furthermore,  by 
reason  of  the  sharing  principle,  according  to  wTiich  the  operator  must  contribute 
to  the  cost  of  the  exploration  work,  small  operators  are  limited  to  relatively 
small  projects  owing  to  the  fact  that  they  can  command  only  modest  resources. 

A  number  of  studies  have  been  made  since  1951  of  the  size  of  the  operators 
under  DMEA  contracts.  The  one  most  important  fact  revealed  by  each  of  these 
studies  has  been  the  dominant  position  of  the  small  operator. 

As  of  October  31,  1955,  839  exploration  contracts  had  been  executed.  More 
than  half  of  them — 436 — entailed  total  estimated  costs  of  less  than  $20,000.  Only 
slightly  more  than  10  percent  of  them  call  for  expenditure  of  as  much  as  $100,000. 
Another  measure  of  the  extent  to  which  small  mining  enterprise  has  been  encour¬ 
aged  by  the  DMEA  program  is  afforded  by  these  statistics — over  42  percent  of  all 
contracts  executed  call  for  the  operator  to  supply  less  than  $3,000  of  his  own 
money.  The  attached  tabulations  (tables  28  and  29)  present  a  detailed  break¬ 
down  of  all  contracts  by  dollar  amount  irrespective  of  the  size  of  the  operator. 
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Table  28.— Distribution  of  DMEA  contracts  by  size 


Size  of  contract 


Less  than  $5,000- . . 

$5,000  through  $9,999 _ 

$10,000  through  $14,999.. 
$15,000  through  $19,999.. 
$20,000  through  $24,999.. 
$25,000  through  $29,999.. 
$30,000  through  $34,999.. 
$35,000  through  $39,999.. 
$40,000  through  $44,999.. 
$45,000  through  $49,999.. 
$50,000  through  $54,999 . . 
$55,000  through  $59,999. . 
$60,0(X)  through  $64,999.. 
$65,000  through  $69,999.. 
$70,000  through  $74,999.. 
$75,000  through  $79,999.. 
$80,000  through  $84,999.. 
$85,000  through  $89,999. . 
$90,000  through  $94,999.. 
$95,000  through  $99,999.. 
$100,000  through  $124,999 
$125,000  through  $129,999 
$150,000  through  $174,999 
$175,(KX)  through  $199,999 
$200,000  plus . 

Total. . . 


Contracts 

Total  estimated  cost 

Number 

Percent 

Amount 

Percent 

1.38 

16.44 

$357, 000 

0.92 

159 

18.  95 

1,234,000 

3.13 

82 

9.78 

1,061,000 

2.69 

67 

6.79 

1, 032, 000 

2.61 

69 

8.23 

1,607,000 

4.07 

49 

5. 84 

1, 394, 000 

3.54 

37 

4.  41 

1, 244, 000 

3.15 

25 

2.98 

970,000 

2. 45 

14 

1.66 

616, 000 

1.57 

15 

1.79 

737, 000 

1.86 

14 

1.67 

761,000 

1.93 

13 

1.55 

774,000 

1.96 

17 

2.03 

1,099,000 

2.79 

8 

.95 

559,000 

1.41 

11 

1.31 

825,000 

2.09 

13 

1.  55 

1,  043,  000 

2.64 

5 

.60 

427,000 

1.09 

6 

.71 

643,000 

1.37 

5 

.60 

479,000 

1.22 

9 

1.07 

908,  000 

2.30 

29 

3.  46 

3, 376, 000 

8.55 

12 

1.43 

1,  707, 000 

4. 32 

8 

.95 

1, 345, 000 

3. 41 

6 

.72 

1,164,000 

2.95 

38 

4.52 

14, 209, 000 

36.00 

839 

99.99 

39,  471, 000 

100.02 

Source:  Defense  Minerals  Exploration  Administration  (Interior),  as  of  Oct.  15,  1955. 


Table  29. — Cumulative  distribution  of  DMEA  contracts  by  size 


Size  of  contract 

Contracts 

Total  estimated  cost 

Number 

Percent 

Amount 

Percent 

Less  than— 

$5,000 . . . . . . . . . 

138 

16.44 

357 

.92 

$10,000 . . . . . 

297 

35. 39 

1,691 

4.05 

.$15,000 . . . . . . . . 

379 

45. 17 

2, 652 

6.74 

.$20,000 _ _ _ _ _ _ 

436 

51.96 

3,684 

9. 35 

.$25,000 _ _ _ _ _ _ 

605 

60. 19 

5,291 

13. 42 

.$30,000 _ _ _ _ 

554 

66.03 

6,  685 

16.96 

$35,000 . . . . . 

591 

70.44 

7,929 

20. 11 

.$40,000- . . . . . 

616 

73.  42 

8, 899 

22.56 

.$45,000 _ _ 

630 

75.08 

9,515 

24. 13 

$50,000 . . . . 

645 

76.87 

10,  252 

25.99 

.$55,000--.  . . . . . 

659 

78.54 

11,013 

27. 92 

$60,000 . . . . 

672 

80.09 

11,787 

29.88 

.$65,000 _ _ 

689 

82. 12 

12,886 

32. 67 

.$70,000 . - . 

697 

83.07 

13,  445 

34.08 

.$75,000 . . . . . 

708 

84.38 

14,  270 

36.17 

$80,000 . . . . . 

721 

85.93 

15,  313 

38. 81 

$85,000 _ _ _ 

726 

86.53 

15,  740 

39.90 

$90,000 . . . 

732 

87.24 

16,283 

41.27 

$95,000.. . . . . . 

737 

87.84 

16,  762 

42. 49 

.$100,000 . . . . . 

746 

88.  91 

17,  670 

44. 79 

$125,000 _ _ 

775 

92.  37 

21,  046 

53.34 

$150,000- _ _ 

787 

93. 80 

22,753 

67. 66 

.$175,000- _ _ 

795 

94.75 

24, 098 

61.07 

$200,000 _ _ _ 

801 

95. 47 

25,  262 

64.02 

$200,000  plus . . . . 

839 

99.99 

39,  471 

100.02 

Source:  Defense  Minerals  E.xploration  Administration  (Interior),  as  of  Oct.  15,  1955. 


A  separate  study  of  the  size  of  operators  under  DMEA  contracts  reveals  that 
less  than  15  percent  of  all  contracts  have  been  entered  into  with  operators  who 
would  be  classified  as  large  business  firms. 
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(ni)  A  full  and  complete  statement  of  the  actions  taken  hy  the  Office  of  Defense 
Mohilization  and  other  agencies  to  increase  such  small  business  share 
Cur?-ent  procurement. — The  agencies  most  directly  concerned  with  defense 
l)rocureinent  and  small  hnsiness  are  the  Department  of  Defense  and  the  Small 
Business  Administration.  These  agencies  have  acted  jointly  on  the  determina¬ 
tion  of  certain  major  policies  aimed  at  inci-easing  small  business’  share,  as  is 
reflected  in  the  statements  below  concerning  the  actions  they  have  taken. 

Department  of  Defense. — In  recent  months  the  Department  of  Defense  has 
taken  three  major  steps  relating  to  this  problem  : 

4100.10  The  revision  of  the  overall  Department  of  Defense  small  business  pro¬ 
gram 

41(X).20  Initiation  of  the  small  business  subcontracting  program 
4100.09  Expanding  the  program  of  setting  aside  procurement  for  the  exclusive 
participation  of  small-business  concerns 
The  Department  of  Defense  instruction  4100.10  was  issued  on  December  16, 
1954,  and  revises  the  Department  of  Defense  small-business  policy  as  earlier  ex¬ 
pressed  in  its  directive  dated  September  8,  1952.  The  new  instruction  directs 
that  the  following  actions  will  be  taken  : 

(a)  Explicitly  defines  and  directs  that  small  firms  be  afforded  an  equitable 
competitive  opportunity  for  defense  bixsiness. 

(5)  Requires  inclusion  of  competent  small  firms  making  application  on 
department  bidders’  lists. 

(c)  Requires  solicitation  of  small  firms  on  bidders’  lists  on  at  least  a  pro 
rata  basis. 

(d)  Requires  procurement  in  small  lots  .so  far  as  possible  consistent  with 
military  requirements. 

(e)  Requires  that  procurement  be  planned  with  reasonable  delivery  sched¬ 
ule  so  far  as  possible  consistent  with  military  requirements. 

(/)  Requires  that  specifications  and  drawings  when  applicable,  or  in 
their  absence  all  necessary  pertinent  data  for  computing  bids,  be  available. 
(g)  Requires  that  sufficient  time  be  allowed  for  the  preparation  of  bids. 
{h)  Provides  for  the  continuation  of  DOD  small-business  organization  of 
small-business  advisers  and  small-business  .specialists. 

(i)  Directs  an  aggressive  search  for  new  small-busine.ss  sources  of  supply. 

(j)  xAft'ords  to  SB  A  an  opportunity  to  inform  themselves  on  the  adequacy 
of  small-business  sources  for  specific  items  and  to  take  action  to  increase 
such  sources. 

(fc)  Directs  that  on  items  in  the  .small  business  potential  mobilization 
planning  be  conducted  with  small  firms. 

(1)  Provides  for  regular  monthly  meetings  with  I’epresentatives  of  SB  A 
to  discuss  progress  of  the  program  and  to  work  our  solutions  of  problems. 
The  purpose  of  the  Department  of  Defense  Instruction  4100.20  is  to  set  forth 
1he  policies  of  the  Department  of  Defense  with  re.spect  to  subcontracts  to  small- 
-business  concerns,  supplementing  the  general  ixxlicy  expressed  in  4100.10,  and 

(a)  Requires  insertion  of  subcontracting  clause  in  Government  prime  con¬ 
tracts,  including  construction. 

(b)  Provides  for  urging  large  prime  contractors  to  adopt  Defense  sub¬ 
contracting  small-business  programs. 

The  programs  call  on  the  contractors  to  take  the  following  steps  to  assure 
small  firms  an  equitable  opportunity  at  subcontracts. 

1.  To  designate  a  company  small  business  liaison  officer. 

2.  To  publish  their  company  program  within  the  company. 

3.  To  adopt  specific  company  procurement  policies  appropriate  to 
assure  fair  chance  to  small  potential  subcontractors. 

4.  To  keep  records  on  the  size  of  their  suppliers. 

5.  To  put  the  subcontracting  clause  in  their  contracts  with  their 
subcontractors. 

6.  To  a.sk  their  large  subcontractors  to  adopt  Defense  small  business 
contracting  programs. 

7.  To  make  use  of  the  SBA  files  as  required  to  assist  them  to  locate 
qualified  small  business  sources. 

8.  To  report  on  their  awards  to  small  firms  on  forms  to  be  provided. 
Revised  directive  4100.0!)  coordinates  the  existing  Department  of  Defense 

•small-business  programs  with  certain  responsibilities  of  the  Small  Business 
Administration.  This  policy,  wdien  implemented,  will  provide  for ; 

(a)  Broadening  the  program  to  make  set-asides  for  the  exclusive  par¬ 
ticipation  of  small  business  by  directing  the  making  of  such  set-asides  inde- 
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penclently  by  the  procuring  agency  in  cases  where  SBA  personnel  are  not 
availahie  to  participate  in  such  action  and  where  the  action  is  otherwise 
appropriate. 

(b)  Broadening  the  program  to  make  set-asides  for  the  exclusive  parti¬ 
cipation  of  small  business  by  including  classified  procurements  in  the 
screening  program. 

(c)  Providing  for  notice  to  the  Small  Business  Administration  that  the 
bid  of  a  small-business  firm  is  being  considered  for  rejection  on  the  basis 
of  an  adverse  preaward  survey  in  order  to  afford  the  SBA  time  in  which 
to  study  the  case  and  to  issue  a  certificate  of  competency  where  appropriate. 

These  actions  were  taken  by  the  Department  of  Defense  in  consultation  with 
representatives  of  the  Small  Business  Administration  and  were  part  of  a  com¬ 
prehensive  revision  of  DOD’s  relationship  with  the  Small  Business  Adminis¬ 
tration.  In  adilition,  the  Department  of  Defense  provides  in  its  armed  services 
procurement  regulations  for  publi<dty  in  the  Department  of  Commerce  Bulletin 
on  proposed  procurement  and  contract  awards  subject  to  sx)ecified  exceptions. 
The  Assistant  Secretaries  of  the  military  departments  in  mid-19.')5  communi¬ 
cated  with  several  hundred  large  military  prime  contractors  holding  contracts 
of  over  .$1  million  urging  their  adoption  of  the  DOD  small  business  subcontract¬ 
ing  programs.  The  Department  I’evised  the  individual  procurement  action 
report  form  DD  350  to  eliminate  tlie  concept  of  suitability  with  respect  to  small 
business  and  to  obtain  information  whicli  it  was  anticipated  would  lead  to 
better  administration  of  tlie  small-business  program.  In  consultation  with  the 
Small  Business  Administration  repre.sentatives,  the  Department  has  developed 
a  new  proposed  procedure  for  reporting  subcontracting  to  small  business  on  the 
part  of  large  prime  contractors,  and  it  is  anticipated  that  this  procedure  will 
be  made  effective  in  the  near  future.  Among  other  important  actions  taken 
was  that  of  restricting  the  use  of  negotiated  contracts  under  the  Armed  Services 
Procurement  Act. 

Small  Business  Administration. — The  actions  taken  by  the  Small  Business 
Administration,  botli  on  its  own  initiative  and  in  conjunction  with  the  Depart¬ 
ment  of  Defense,  are  as  follows : 

1.  'The  SBA  provides  active  counseling  services  to  small  business  in  connec¬ 
tion  with  Government  procurement  which  is  available  to  representatives  of 
small-business  concerns  through  its  14  regional  and  23  branch  offices  throughout 
the  country  in  addition  to  its  Washington  office.  This  .service  includes  advice 
as  to  getting  on  bidders  lists;  information  concerning  items  on  which  to  bid: 
assistance  in  obtaining  specifications  and  drawings;  locations  of  procurement 
offices;  procedure  for  preparing  liid  invitations;  and  any  other  assistance  which 
a  .small-business  man  may  re(|uire  to  help  him  get  a  Government  contract.  SBA 
also  provides  financial  coun.seling  and  loan  programs. 

In  this  connection  tlie  SBA  publishes,  through  the  Government  Printing  Office, 
the  United  States  Government  Purchasing  Directory,  which  lists  all  items  pro¬ 
cured  by  the  military  and  civilian  agencies  of  the  Government,  together  with 
the  name  and  location  of  the  offices  from  which  procurements  are  made. 

A  companion  booklet,  entitled  "United  States  Government  Specifications  Di¬ 
rectory,”  is  also  published  by  SBA.  'i'liis  publication  enables  the  small-business 
man  to  identify  specifications  applicable  to  the  items  procured. 

2.  Wliile  the  SI!A  does  not,  for  budgetary  reasons,  maintain  a  complete  in¬ 
ventory  of  .small-business  firms,  it  does  encourage  the  voluntary  registration 
of  such  companies.  Its  current  inventory  includes  information  concerning  the 
productive  capacity  of  more  than  30,000  small-business  concerns. 

3.  'The  SBA  has  worked  out  agreements  for  effective  liaison  between  the  top 
echelons  of  SBA  and  each  of  the  Government  departments  engaged  in  pro¬ 
curement,  have  cooperated  on  agreements  on  policy  programs  and  procedures 
to  be  employed  in  an  effort  to  increase  the  share  of  Government  procurement 
going  to  small  business. 

SBA’s  first  step  was  the  preparation  of  a  procedures  manual  for  its  field 
employees  as  to  the  details  of  their  day-to-day  operations. 

The  next  step  was  the  estalilisliment  of  a  more  effective  working  relation¬ 
ship  with  the  Department  of  Defense  wdth  a  view  to  obtaining  a  revision  in 
existing  instructions  concerning  the  operations  of  its  small-business  program 

With  the  concurrence  of  the  Assistant  Secretary  of  Defense  (Logistics)  iii 
January  1955,  the  position  of  SBA  liaison  officer  in  the  Oflfice  of  the  Secretary 
of  Defense  was  established  and  filled.  Through  this  liaison  officer  the  SBA 
is  enabled  to  present  its  problems  at  a  high  policy  level  in  the  Department  of 
Defense  and  has  the  opportunity  to  participate  in  all  meetings  pertaining  to 
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sinall-business  problems,  and  in  the  preparation  of  all  instructions  and  directives 
affecting  the  conduct  of  the  DOD  small-business  program. 

Development  of  such  policies  as  DOD  Directive  4100.10,  DOD  Instruction 
4100.20,  and  revision  of  DOD  Instruction  4100.09,  in  all  of  which  consultations 
were  held  with  SBA,  have  been  discussed  above. 

The  result  has  been  that  in  the  opinion  of  SBA  that  directive  4100.9  has  been 
so  revised  that  proper  implementation  and  administration  will  assure  an  in¬ 
crease  in  the  share  of  small-business  concerns  in  the  defense  dollar. 

New  joint  determination  agreements  with  other  Government  departments 
should  result  in  material  benefits  to  small-business  concerns.  The  SBA  states 
that  it  will  continue  to  seek  every  available  means  consistent  with  its  legislative 
authority  to  improve  the  share  of  contracts  going  to  small-business  concerns. 

4.  Section  212  (d)  of  the  Small  Business  Act  provides  an  appeal  procedure 
for  small-business  concerns  who  are  low  bidders  on  Government  contracts,  but 
to  whom  a  contracting  officer  has  determined  an  award  will  not  be  made  be¬ 
cause  in  his  opinion  the  concern  would  be  unable  to  perform  because  of  lack 
of  capacity  and  credit.  Where  an  appeal  is  taken  the  award  of  the  contract  is 
delayed,  and  the  firm  is  given  an  opportunity  to  appeal  to  the  SBA  for  a  certifi¬ 
cate  of  competency.  An  analysis  is  made  of  the  final  status  of  the  firm 
and  of  its  production  and  management  capabilities.  If  SBA  findings  are  favor¬ 
able  a  certificate  is  issued.  This  certificate  is  binding  on  the  contracting  ofiicer 
on  questions  of  capacity  and  credit.  The  extent  to  which  this  procedure  has 
been  utilized  has  been  discussed  in  section  (ii)  of  this  report. 

5.  Periodic  reports  are  obtained  from  Federal  departments  concerning  their 
replacement  of  contracts  and  on  subcontracting.  Monthly  meetings  are  held 
between  the  military  services  and  SBA  to  analyze  current  statistical  reports  to 
determine  areas  in  w'hich  the  small-business  program  may  be  extended.  SBA 
is  working  with  the  Department  of  Defense  to  establish  in  more  detail  a  statis¬ 
tical  report  of  subcontracting  by  large  prime  contractors. 

6.  The  problems  of  small-business  concerns  in  obtaining  scarce  materials  are 
processed  through  the  Office  of  Defense  Mobilization  and  the  Department  of 
Commerce. 

7.  The  National  Advisory  Board  and  an  advisory  board  in  each  of  the  14 
regions  have  been  established  representing  all  aspects  of  business  activities 
in  all  parts  of  the  country.  SBA  considers  that  their  suggestions  have  been 
extremely  helpful  in  the  formulation  of  programs  to  assist  small  business  to 
obtain  an  increasing  share  of  Government  contracts. 

Department  of  Commerce. — The  prime  activity  on  the  part  of  the  Department 
of  Commerce  in  aid  of  small-business  procurement  is  its  daily  publication  known 
as  The  Synopsis  of  United  States  Government  Procurement,  Sales,  and  Con¬ 
tract  Awards.  This  publication  had  its  origin  in  1950  with  the  publication  of 
advance  procurement  information.  Later  a  second  section  was  established 
consisting  of  the  daily  publication  of  contracts  awarded  for  its  use  by  firms 
seeking  subcontract  connections.  Still  later  a  third  section  was  added  in 
which  all  joint  determinations  for  contracts  appropriate  to  small  business  were 
listed.  In  1954,  notices  of  surplus  sales  apiieared  in  a  new  section  4  of  the 
synopsis.  This  publication  was  placed  on  a  subscription  basis  in  1953  for  mail 
delivery  directly  to  subscribers.  As  of  the  end  of  1955,  the  paid  subscription 
list  had  increased  to  approximately  15,000  copies,  predominantly  to  smaller 
concerns.  The  Department  of  Commerce  attempts  continually  to  improve  the 
quality  and  scope  of  this  analysis.  New  elements  introduced  into  the  system 
of  reiiorting  by  the  Armed  Forces  including  the  following : 

1.  Reporting  for  synopsis  of  all  procurements  for  both  bid  and  negotiation 
valued  at  $10,000  or  more,  except  for  security  items,  studies  and  surveys,  perish¬ 
ables,  patented  or  secret  process  items  and  emergency  items  required  too  quickly 
(minimum  10  days)  to  permit  manufacturers  dependent  on  the  synopsis  to 
secure  bid  sets  and  submit  offers. 

2.  Placing  of  responsibility  for  synopsis  reporting  with  official  of  authority 
at  each  procurement  office. 

3.  Establishment  of  system  of  policing  procedures  to  see  that  orders  for 
reporting  are  carried  out. 

4.  Improve  description  for  bid  invitations,  request  for  quotations  and  awards 
to  provide  data  as  to  sizes,  materials,  use,  etc. 

5.  Wherever  possible  indicate  in  award  data  items  likely  to  be  subcontracted. 

6.  All  joint  determinations  will  be  published  in  the  synopsis. 

The  Department  advises  that  voluntary  reports  from  business  firms  indicate 
that  the  bid  list  has  been  increased,  price  competition  bas  become  keener,  sub- 
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contracting  is  increased,  and  contract  predeterminations  made  by  SBA  ofiicials 
are  being  widely  advertised  l)y  the  synopsis  publication. 

Ato-mio  Encruy  Commission. — The  policies,  procedures,  and  administrative  ar¬ 
rangements  regarding  small  business  carried  on  by  the  Atomic  Fhiergy  Com¬ 
mission  are  set  forth  in  the  AEC  Manual,  chapter  9132.  The  AEG  overall 
small-business  program  is  directed  primarily  at  the  subcontracts  placed  by 
AEG  cost-type  contractors.  The  AEG  operations  offices  and  the  cost-type  con¬ 
tractors  are  required  to  set  up  suitable  programs  and  to  submit  a  quarterly 
report  regarding  certain  specific  items  of  information.  The  specific  policies 
to  achieve  these  general  objectives  are  set  forth  below  : 

(и)  Procurements  shall  be  examined  to  determine  if  they  are  suitable  for 
performance  by  small-business  concerns. 

(5)  Maximum  practicable  small-business  participation  shall  be  achieved 
in  procurements  which  are  suitable  for  performance  by  small-business 
concerns. 

(c)  Procurements  suitable  for  performance  by  small  business  shall  be 
divided  into  sufficiently  small  lots  to  enable  small-business  concerns  to 
participate. 

(d)  Subcontracting  to  small  business  .shall  be  encouraged  regarding  those 
items  which  are  suitable  for  performance  by  small-business  concerns. 

(e)  The  Gommerce  Department  Synopsis  of  Procurement,  Sales,  and 
Gontract  Awards  shall  be  employed  to  identify  and  publicize  advertised  and 
negotiated  procurements  in  accoi'dance  with  section  9132-11. 

(/)  Tie  bids  involving  one  or  more  small-business  concerns  shall  be  re¬ 
solved  by  making  an  award  to  a  small-business  concern  subject  to  the  pro¬ 
cedures  and  exceptions  set  forth  in  subsection  9105-1120. 

(//)  Small  business  policies  stated  in  this  section  shall  apifiy  to  groups 
of  small  business  concerns  which  have  been  authorized  to  operate  as  small 
business  production  pools  and  have  been  certified  as  small  business  by  the 
Administrator  of  the  Small  Husiness  Administration. 

(/()  AEG  shall  cooperate  with  the  Small  Husiness  Administration  in 
carrying  out  the  AEG-SHA  Agreement  set  forth  in  section  91.32-10. 

(i)  AEG  .shall  cooperate  with  other  departments  and  agencies  which  are 
concerned  with  small  business  matters. 

(})  Managers  of  operations  shall  appoint  small  business  representatives 
in  their  procurement  offices  and  shall  recpiire  cost-type  contractors  to  make- 
similar  appointments  in  their  organizations. 

(к)  Managers  of  operations  shall  assist  and  re(juire  their  cost-tyi>e  con¬ 
tractors  to  establish  and  maintain  appropriate  small  business  programs  and 
contacts  for  small  business  concerns  desiring  to  do  business  with  xlEG. 

(d)  Small  business  concerns  shall  be  advised  regarding  the  policies,  proce¬ 
dures,  and  activities  of  .lEG  and  other  Government  departments  and  agen¬ 
cies  concerned  with  small  husiness  matters. 

The  Atomic  Energy  Gommission  is  also  active  in  keeping  small  business  con¬ 
cerns  informed  with  the  publication  entitled  “Selling  to  Atomic  Energy  Gom- 
inkssion”  which  is  available  with  the  new  edition  of  the  puhlication  .A  Guide 
for  Gontracting  of  Gonstruction  and  Related  Architect-Engineering  Services. 
The  xAEG  invitations  to  bid  are  al.so  .submitted  to  the  Gommerce  Department’s 
Synopsis. 

AEG’s  action.s  toward  increasing  the  share  of  smali  business  have  been  arrived 
at  li,v  eliminating  conditions  which  impair  small  busines.s  ability  to  compete- 
on  the  basis  of  equality.  To  this  end  it  employs  as  tool.s — 

(«)  Periodic  small  business  and  contract  action  reports, 

(b)  Regular  staff  vi.sits  to  AEG  and  contractor  purchasing  offices,  and 

(c)  The  maintenance  of  a  cooperative  relationship  with  the  Small  Busi¬ 
ness  -Administration. 

Mobil izttti o n  p royra m 

Sfrateyic  and  critical  materials. — This  program  is  executed  by  the  General 
Services  Administration  under  policies  and  programs  established  and  approved' 
by  the  Office  of  Defen.se  Mobilization. 

General  Services  Administration  reports  that  small  bu.siness  has  shared  sub¬ 
stantially  in  the  award  of  stockpile  contracts,  but  preference  is  not  a  problem 
because  of  the  nature  of  the  industries  involved  and  the  availability  of  the 
specihe  materials  being  purchased.  For  instance,  domestic  producers  of  refined 
metals  such  as  aluminum,  copper,  lead,  and  zinc  necessarily  are  large  companies 
with  more  than  .500  employees.  On  the  other  hand,  importers  of  strategic  and 
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critical  materials  generally  employ  only  a  small  staff,  even  though  their  busi¬ 
nesses  may  be  very  large  in  dollar  volume.  Frequently,  sources  of  the  materials 
are  limited  with  only  a  few  suppliers  of  a  sixjcific  material,  and  purchases  must 
be  made  from  such  companies  whether  small  or  big  business. 

GSA  has  always  encouraged  small  domestic  miners  and  other  small  sellers 
to  offer  materials  to  the  stockpile  and  has  given  such  offers  every  consideration. 
There  also  is  a  stockpile  program  for  the  purchase  of  chrome  ore  and  concen¬ 
trates  at  Grants  Pass,  Oreg.,  which  benefits  small  producers  who  are  delivering 
chromite  to  the  Government.  Many  of  the  other  stockpiled  materials,  ores, 
and  concentrates  which  are  domestically  produced  by  small  miners  are  covered  by 
purchase  programs  under  the  Defense  Production  Act.  These  programs  include 
chrysotile  asbestos,  beryl,  manganese,  mica,  and  tungsten,  and  formerly  covered 
columbite-tantalite. 

Indirect  assistance,  of  course,  is  given  to  small  domestic  miners  by  many  other 
stockpile  purchases,  since  the  refined  metals  are  produced  in  part  from  ores 
purchased  from  small  miners.  Lead  and  zinc  are  examples,  and  the  current 
purchases  of  these  metals  against  the  long-term  stockpile  objective  might  keep 
small  lead  and  zinc  mines  in  production. 

When  bids  are  advertised,  particularly  for  inspection  and  other  .services, 
general  GSA  instructions  with  respect  to  purchases  from  small  business  are  fol¬ 
lowed  in  the  award  of  contracts.  Under  such  circumstances,  if  there  should  be 
a  tie  bid  involving  a  small  business  and  a  big  business,  the  contract  would  be 
awarded  to  the  small  Inisiness.  However,  it  may  be  noted  that  such  companies 
are  usually  small  companies,  so  that  the  question  is  not  generally  involved. 

No  financial  assistance  is  given  under  the  stockpiling  program  either  to  large 
or  small  business. 

In  the  administration  of  the  Defense  Production  Act  programs  relating  to 
minerals  and  metals,  the  mandate  of  Congress  that  small  business  enterprises 
be  encouraged  to  make  the  greatest  i>ossible  contribution  toward  achieving  the 
objectives  of  the  act.  has  been  carried  out  to  the  extent  practicable. 

In  its  efforts  to  expand  production  of  minerals  and  metals  GSA  has  endeavored 
to  adopt  policies  that  would  encourage  and  permit  small  business  to  participate 
to  the  fullest  extent  in  the  Defense  I’roduction  Act  programs.  In  fact,  great 
effort  and  time  are  frequently  employed  by  the  Government  in  assisting  small 
business  enterprises  to  work  out  the  complexities  necessarily  encountered  in 
expanding  productive  facilities,  since  small  l)usiness  generally  is  not  equipped 
or  staffed  to  accomplish  this  alone. 

Obviously,  under  emergency  legislation,  such  as  the  Defense  Production  Act, 
requiring  utilization  of  the  entire  mining  industry,  both  large  and  small  busi- 
nessness  enterprises  must  be  pressed  into  greater  activity.  The  efforts  of  both 
large  and  small  business  are  required  and  necessary.  Frequently,  the  size  of 
the  project  involved  is  so  large,  the  technical  know-how  so  limited,  the  financial 
hazards  so  great,  that  onl.v  hig  i)usiness  is  available  to  perform  the  services  and 
produce  the  materials  required.  On  the  other  hand,  the  small  producer  and 
the  submarginal  producer  are  called  upon  to  contribute  to  the  extent  possible 
and  the  Government  assists  and  encourages  them  to  the  extent  permitted  by  law. 
Financial  assistance  is  given  them  under  terms  and  conditions  that  are  not 
available  in  commercial  banking;  also  technical  and  managerial  aids  are  accorded 
to  assure  the  success  of  the  venture.  The  small  producer’s  contribution  is  al¬ 
ways  needed,  welcomed,  and  encouraged,  and  the  success  of  the  minerals  and 
metals  program  is  due  in  large  part  to  the  contriluitions  of  small  business. 

Early  in  the  Korean  hostilities  purchase  programs  were  established  designed 
especially  to  encourage  and  stimulate  expansion  of  domestic  production  by  small 
producers.  These  programs  cover  such  commodities  as  asbestos,  beryl,  colum- 
bium-tantalum,  manganese,  mica,  tungsten,  and,  more  recently,  mercury.  Under 
these  programs,  the  Government  agrees  to  huy  over  a  definite  i)eriod  of  time  at 
fixed  prices  (generally  over  market  price)  the  production  offered  which  meets 
specifications.  Formai  contracts  are  not  required.  All  may  participate  \yho 
wish  to  do  so,  but  participants  are  not  obligated  to  make  deliveries.  Minimum 
delivery  quantities  are  not  required  in  certain  of  the  programs.  In  others,  the 
minimum  quantities  are  kept  as  low  as  practicable,  and  payment  is  made  follow¬ 
ing  acceptance  of  each  delivery.  For  certain  of  the  commodities  deix)ts  are 
established  in  producing  areas  where  purchases  are  made.  In  others,  shipments 
are  accepted  by  the  Government  at  the  nearest  railhead  of  the  producer. 

Participation  in  most  of  these  programs  has  been  very  active.  The  majority 
of  the  participants  are  small  producers  who  in  many  cases  would  not  be  in  pro¬ 
duction  except  for  the  encouragement  offered  by  the  Government. 
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Maintcnace  of  the  mohiUzation  lose. — Under  DM0  VII-7,  issued  l)y  the 
Office  of  Defense  Mobilization,  the  Department  of  Defense  is  required  to  select 
those  facilities  which  produce,  or  are  capable  of  producing,  critical  or  important 
military  items  or  components  and  to  maintain  such  facilities  to  the  fullest 
possible  extent.  Facilities  selected  for  the  maintenance  of  the  mobilization 
base  include  small  as  well  as  large  business  establishments.  Those  selected 
are  given  preferential  treatment  in  current  procurement. 

The  Department  of  Defense  program  is  guided  by  Defense  Directove  3005.3 
under  which  awards  are  made  to  companies  on  a  preferential  planning  list. 
Defense  Directive  3005.4  requires  a  quarterly  report  on  the  mobilization  base 
program,  and  was  recently  amended  pursuant  to  the  suggestion  of  the  Senate 
Select  Committee  on  Small  Business  to  show  the  percentage  of  awards  to  both 
large  and  small  business  firms. 

As  that  committee  recently  reported  in  its  sixth  annual  report,  as  of  Septem¬ 
ber  30,  1055,  212  awards  have  been  made  pursuant  to  Directive  3005.3.  These 
totaled  $1,300  million,  of  which  31  went  to  small  business  in  the  amount  of  $40 
million.  In  terms  of  total  value  the  small  business  awards  amounted  to  ap¬ 
proximately  3.7  percent.  Df  the  212  awards,  05  were  given  to  firms  considered 
new  to  the  production  of  the  item  involved,  of  which  18  (or  27  percent)  are  small 
business. 

Tlie  Select  Committee  on  Small  Business  also  pointed  out  that  an  earlier 
recommendation  had  not  yet  l>een  implemented  by  the  Defense  Department  that 
representatives  of  the  three  services  and  the  Small  Business  Administration  be 
appointed  to  review  all  items  on  the  preferential  planning  list  to  determine 
which  are  capable  of  being  produced  by  small  business. 

Production  e(iuipment  program. — In  January  of  this  year  the  Office  of  Defense 
Mobilization  submitted  a  re])ort  to  the  Select  Committee  on  Small  Business 
which  constituted  a  review  of  the  current  status  of  the  ODM  programs  and 
planning  as  they  related  to  the  machine  tool  industry.  No  purpose  will  be 
.served  in  repeating  the  details  of  this  report  here;  activities  of  particular 
relevance  to  the  small  business  field  are  summarized  briefly. 

The  machine  tool  industry  is  largely  made  up  of  companies  employing  fewer 
than  .500  employees.  The  DDM  reports  that  during  the  past  year  considerable 
progress  was  made  toward  finding  adequate  .solutions  to  production  equipment 
problems,  .\mong  these  were  satisfactory  control  over  leasing  of  Government- 
owned  equipment  and  nondefense  production  ])roblems ;  the  coordination  of 
all  leasing  proiH)sals  and  all  other  important  production  equipment  issues  for 
the  Small  Business  Administration  and  other  interested  Federal  agencies:  the 
development  of  the  program  for  enlarging  Government-owned  reserves  of  ele¬ 
phant  tools  which  would  go  into  machine  tool  luiilder.s’  plants;  the  elephant 
machine  tool  expansion  program ;  the  determination  of  adequate  and  competi¬ 
tive  rental  rates  for  Government  equipment  leasing;  the  further  expansion 
and  development  of  a  cetitral  inventory  record  of  all  Government-owned  pro¬ 
duction  equipment ;  and  the  tightening  of  policies  and  regulations  designed  to 
prevent  dissipation  of  Government-owned  production  equipment  mobilization 
base  via  sui-plus  sales  channels.  By  way  of  example,  the  ODM  report  indi¬ 
cates  that  the  leasing  of  Government-owned  equipment  for  nondefense  pro- 
iluction  purposes  has  been  only  a  fraction  of  the  percent  of  the  estimated  total 
of  j)roduction  etpiipment  items  which  the  Government  owns. 

In  January  of  this  year  the  ODiM  and  the  Department  of  Defense  jointly 
revised  their  directives  on  machine  tools  and  production  equipment  to  provide 
for  an  annual  review  of  all  machine  tools  held  by  the  Government  and  to  provide 
that  the  military  services  will  request  annual  appropriations  for  replacement  of 
ob.solete  equipment.  It  may  be  expected  that  this  new  program  will  also  result 
in  benefits  to  small  business  machine  tool  producers. 

(iu)  ,4  full  and  complete  xtatcmeut  of  the  recommendationx  made  hg  the  procure¬ 
ment  agenciex  and,  other  agencies  consulted  hy  the  Office  of  Defense  Mohiliza- 
tion 

Stmall  Business  Administration. — The  full  development  and  implementation  of 
current  small  business  programs  should  re.sult  in  improved  and  more  productive 
methods  of  assisting  small  firms  to  increase  the  share  of  procurement  going  to 
small  business.  Continuing  review  and  study  of  current  procurement  practices 
should  develop  improvements  in  these  problem  areas : 

1.  Complex  Government  procurement  regulations  need  revi.sion,  particularly 
with  relation  to  simplifying,  clarifying,  and  consolidating  them  to  enable  small 
firms  to  compete  more  readily.  The  lengthy  period  from  the  award  until  the  first 
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check  is  received,  unnecessarily  restrictive  or  inadequate  si)ecifications  and  pro¬ 
curement  descriptions,  inspection  procedures,  packaging  requirements,  shipping 
requirements,  refusal  to  recognize  customary  commercial  standards  wherever 
possible,  short  delivery  schedules,  short  hid  time,  and  use  of  “or  equal”  iu  lieu 
of  proi>er  specifictions  have  been  detrimental  to  small  concerns.  A  postaudit 
study  of  current  individual  lu'ocurements  would  be  a  means  of  determining  areas 
in  which  small  business  participation  should  be  increased. 

2.  Develop  a  more  careful  control  of  Government-furnished  facilities  and  equip¬ 
ment  in  order  to  assure  that  their  use  does  not  unnecessarily  compete  with  pro¬ 
ductive  capacity  of  small  concerns  capable  of  doing  the  same  job. 

3.  The  use  of  negotiation  in  procurement  of  items  which  small  firms  can  supply 
rather  than  the  advertising  process  should  be  improved,  particularly  iu  the  scope 
of  the  solicitation  and  the  publicity  given  to  procurement  actions. 

4.  Continued  efforts  to  expand  small  firm’s  participation  in  the  areas  of  mobil¬ 
ization  planning,  qualified  products  items,  as  well  as  subcontracting  are  needed. 

5.  Improvement  of  progress  payment  procedures  should  be  undertaken  to  better 
enable  small  concerns  to  produce  a  military  contract  without  unnecessary  finan¬ 
cial  burdens. 

6.  The  designation  of  procurement  as  “emergency”  should  be  fully  justified 
and  allowed  only  when  definite  legitimate  reasons  are  present  and  are  approved 
by  higher  authority  than  the  contracting  officer. 

7.  Consideration  should  be  given  to  relaxing  legislative  restrictions  requiring 
review  of  Government  commercial  and  industrial-type  operations  before  discon¬ 
tinuance  in  order  to  get  the  Government  out  of  competition  with  small  business. 

8.  Consideration  should  be  given  to  amending  title  II  of  the  First  War  Powers 
Act  to  provide  more  realistic  relief  to  small  concerns  who  siiffer  unexpected  loss 
on  Government  contracts  through  no  fault  of  their  own. 

9.  Consideration  should  be  given  to  revising  renegotiation  procedures  to  assure 
a  reasonable  profit  to  prime  contractors  in  items  which  are  subcontracted. 

Department  of  Defense. — The  Department  of  Defense  recommends  thorough¬ 
going  implementation  of  the  revised  small-business  program  with  continuing 
reliance  placed  on  the  following  factors  : 

1.  Spirited  leadership  from  the  Secretarial  levels  ; 

2.  Close  cooperation  with  the  Small  Business  Administration  ; 

3.  Introduction  of  further  policy  and  procedure  revisions  as  rapidly  as 
the  merit  of  new  proposals  can  be  determined  ; 

4.  Obtaining  and  maintaining  maximum  quality  and  morale  among  small- 
business  personnel. 

The  Department  of  Defense  also  specifically  recommends  : 

That  the  Civil  Service  Commission  take  prompt  action  to  develop  class  speci¬ 
fications  entitled  “Small-Business  Specialist”  which  will  clearly  describe  the 
duties  and  responsibilities,  typical  tasks,  and  qualifications  required  in  such 
manner  as  to  distinguish  that  class  from  every  other  class  of  positions,  thereby 
providing  an  adequate  basis  for  allocation  of  positions  to  that  class  and  for  the 
establishment  of  appropriate  grades  and  equitable  compensation  for  personnel 
performing  small-business  functions. 

General  Services  Administration. — An  increased  share  of  procurement  depends 
upon  a  .solution  of  the  problem  of  financial  assistance  sought  by  small  business 
concerns. 

Atomic  Energy  Commission. — The  problem  requires  examination  of  each  indi¬ 
vidual  agency’s  operations  to  determine  which  procedures  can  best  accomplish 
the  desired  results.  AEG  emphasizes  the  importance  of  subcontracting  in  its 
own  procurement. 

Department  of  Commerce. — By  law  and  by  Presidential  decree  (Executive  Or¬ 
der  10323)  all  authority  and  responsibility  for  assisting  smaller  concerns  to  partic¬ 
ipate  in  the  procurement  activities  of  the  Federal  Government  was  removed  from 
the  Department  of  Commerce  and  vested  in  the  new  independent  agency  first 
called  the  Small  Defense  Plants  Administration  and  later  the  Small  Business 
Administration.  Therefore,  such  comment  as  we  make  in  the  field  of  procure¬ 
ment  is  based  on  judgments  concerning  the  propriety  and  economy  of  govern¬ 
mental  activity  rather  than  on  our  actual  current  participation  in  the  contract 
and  procurement  field. 

1.  It  is  observed  that  the  delegation  of  responsibility  to  any  single  agency  to 
assist,  protect,  or  shepherd  one  segment  of  the  business  community  (small  busi¬ 
ness)  and  to  assure  it  a  fair  share  of  the  Government’s  business  tends  toward 
relieving  the  several  agencies  which  have  procurement  authority  of  that  re¬ 
sponsibility.  Even  if  this  were  not  the  case  it  would  seem  to  be  organizationally 
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impractical  for  a  temporary  and  independent  agency  to  effectively  dictate  basic 
contracting  policy  or  procedure  to  a  permanent  Cabinet  ranking  agency.  It  is 
suggested,  therefore,  that  the  Congress  give  serious  thought  to  measures  for 
placing  responsibility  upon  the  heads  of  major  agencies  having  contracting  and 
procuring  authority  for  the  fair  and  equitable  distribution  of  Federal  business 
under  their  jurisdiction  to  small  concerns  and  holding  them  accountable  to  the 
Congress  for  such  practices,  not  on  a  percentage  or  set-aside  basis  but  on  a 
“fair  participation”  basis. 

2.  It  has  been  noted  by  the  divisions  and  offices  of  the  Business  and  Defense 
Services  Administration  that  specialized  Government  specifications  for  common 
use  or  “shelf”  ty]ie  items  preclude  many  a  small  concern  from  offering  low 
prices  for  commercially  accepted  and  proved  items  which  are  essentially  the  same 
as  tho.se  being  purchased  by  Federal  agencies.  In  nearly  every  case  strictly 
military  items  are  not  interchangeable  with  common-use  items  but  thousands  of 
housekeeping,  otlice,  construction,  automotive,  etc.,  items  used  by  the  Govern¬ 
ment  require  no  different  si>eclflcations  than  those  which  .serve  the  general  public. 
It  is  .suggested  that  either  through  I’residentlal  order  or  by  a  joint  resolution 
of  Congress  a  time-limited  study  be  instituted  by  procuring  agencies  to  identify 
common-use  items  for  which  Federal  specifications  can  be  canceled  and  commer¬ 
cial  specifications  substituted. 

3.  Activities  by  the  Business  and  Defense  Services  Administration  in  the  small- 
business  area  indicate  that  one  deterrent  to  contracting  by  smaller  concerns  with 
Federal  agencies  is  the  long  period  of  time  between  delivery  of  goods  or  services 
and  the  full  payment  of  the  account.  Small  concerns  usually  do  not  have  suffi¬ 
cient  capital  spread  to  await  payments  on  a  series  of  contracts,  and,  therefore,  do 
not  bid.  Not  only  are  the  small  concerns  isolated  from  contracts  because  of  this 
condition  but  Federal  agencies  fail  thereby  to  enjoy  the  advantages  of  price  and 
production  flexibility  available  among  smaller  manufacturers.  It  seems  likely 
that  remedy  for  this  situation  may  lie  in  a  strengthening  of  authority  for  progress 
or  “as  delivered”  payment.  Still  another  cure  for  neglect  or  unreasonable  delay 
in  payment  of  invoices  for  accepted  deliveries  may  be  legislation  requiring  the 
payment  of  interest  to  the  supi)lier  for  invoices  remaining  unpaid  after  a  pre¬ 
scribed  reasonable  period  of  time. 

4.  A  large  quantity  of  a  variety  of  machine  tools  which  were  purchased  by  the 
Federal  Government  during  World  War  II  and  the  Korean  action  are  now  in 
storage  either  in  warehouses  or  in  the  plants  to  which  they  were  originally  as¬ 
signed  for  war  work.  Some  of  the.se  machine  tools  in  the  warehouses  are 
grouped  with  others  in  so-called  package  units.  Although  technological  develop¬ 
ment  may  “date”  these  tools,  they  are  generally  in  good  condition  and  in  an 
emergency  could  produce  materials  of  war  until  new  and  better  units  could  be 
produced.  During  the  past  year  a  number  of  suggestions  have  been  made  by  in¬ 
dustry  and  Government  officials  that  these  tools  be  made  available  at  nominal 
rental  rates  to  the  firms  where  they  are  stored  and  to  other  firms  which  can 
show  an  economic  need  for  them,  regardless  of  whether  or  not  they  are  to  be 
u.sed  for  military  production.  A  number  of  such  leases  have  been  made  BDSA 
has  opposed  this  movement  largely  because  of  the  potential  competitive  ad¬ 
vantage  which  such  a  practice  could  give  to  firms  successful  in  obtaining  them 
Small  concerns  .should  endor.se  this  BDSA  policy  as  a  protection  to  their  competi¬ 
tive  position  in  the  civilian  goods  market.  There  are  not  enough  tools  to  supplv 
all  smaller  concerns,  many  small  shop  operators  would  not  know  about  the 
availability  of  the  tools  nor  how  to  proceed  to  obtain  them,  and  thus  the  large 
and  small  concerns  which  were  able  to  secure  these  stockpiled  tools  for  nondefense 
production  would  have  an  imixirtant  price  advantage  over  their  less  fortunate 
competitors.  A  further  factor  oppo.sed  to  the  promiscuous  leasing  of  Govern¬ 
ment-owned  machinery  is  the  need  for  the  best  of  care  for  them  so  that  they  can 
perform  accurately  their  assigned  task  in  case  of  emergency. 

(V)  Specific  recommendations  by  the  Office  of  Defense  Mobilization  for  further 
action  to  ■mcrease  the  share  of  procurement  yoiny  to  small  business 

In  the  preceding  section  of  this  report  we  set  forth  the  recommendations  of 
those  agenme.s  most  directly  concerned  with  defense  procurement.  Most  of  these 
recommendations  are  consistent  and  could  have  a  beneficial  effect  toward  in- 
ci  easing  the  share  of  procurement  going  to  small  bu.siness 

Defense  Moldlization  wishes,  however,  'to  emphasize  certain 
specific  recommendations  and  to  suggest  a  few  additional  ones. 

1.  The  new  policies  of  the  Department  of  Defense  toward  small  business  pro¬ 
curement  represent  a  clear  recognition  and  acceptance  of  the  Department’s 
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responsibility  in  this  area.  It  would  seem  that  the  next  important  administra¬ 
tive  problem  is  to  see  that  these  policies  are  properly  interpreted  and  effectively 
carried  out  on  the  lower  echelons. 

The  importance  which  the  Office  of  the  Secretary  of  Defense  and  the  offices 
of  the  Secretaries  of  the  three  military  departments  place  on  the  nee<l  to  expnd 
the  contracting  area  should  not  be  lost  in  translation  of  the  variety  of  regulations, 
directives,  and  orders  with  which  the  contracting  officers  have  to  deal. 

2.  The  areas  of  joint  determinations  and  set  asides  should  be  expanded.  It 
may  be  that  many  of  the  contracts  awarded  as  part  of  the  set-aside  program 
might  have  been  awai’ded  in  any  case  to  small  business  firms,  but,  it  would 
seem  that  the  area  jointly  screened  for  set-asides  with  SBA  should  neverthe¬ 
less  be  considerably  expanded.  For  more  effective  administration,  DOD  should 
make  studies  of  different  procurement  programs  and  different  procurement 
centers  for  the  purpose  of  identifying  programs  where  small  business  is  either 
receiving  its  fair  share  or  additional  action  is  indicated. 

3.  The  mere  expansion  of  the  area  set  aside  for  small  business  procurement 
would  accomplish  little  unless  there  is  a  concurrent  enlargement  of  small  busi¬ 
ness  sources  capable  of  producing  contracts.  Therefore  a  search  for  new  small 
business  sources  for  inclusion  on  bid  lists  and  on  lists  for  invitations  to  submit 
proposals  should  be  intensified. 

4.  So  that  new  small  business  sources  will  be  in  a  position  to  undertake  these 
contracts  new  programs  of  financial  assistance  will  be  needed.  Within  the  past 
few  weeks  the  Small  Business  Administrator  announced  a  new  loan  program 
which  should  prove  helpful.  Exiterience  will  be  needed  to  test  its  effectiveness. 

T).  As  to  contracts  for  procurement  in  set-aside  areas,  the  present  policy  of 
eliminating  big  business  competition  should  be  continued.  In  addition,  more 
contracts  might  be  placed  by  negotiation  with  small-business  firms. 

0.  The  whole  problem  of  the  effect  of  awarding  contracts  by  negotiation  as 
opposed  to  advertising  for  competitive  bids  should  be  examined  more  closely. 
In  addition  to  the  set-aside  areas  there  are  doubtless  many  instances  where 
small  business  would  have  a  better  chance  to  receive  the  award  on  a  negotiated 
basis  and  if  they  were  not  exposed  to  loss-leader  competition  on  the  part  of 
larger  enter])ri.ses. 

Additional  studies  should  be  made  of  prociirement  from  sole  source  categories 
for  the  purpose  of  analyzing  why  small  business  was  not  solicited  on  subcon¬ 
tracting. 

7.  It  seems  clear  that  the  placing  of  contracts  on  an  emergency  basis  is  neither 
recpiired  nor  justified  at  the  present  time.  We  strongly  support  the  recommenda¬ 
tion  that  such  emergency  procurement  be  reduced  to  the  greatest  possible  extent. 

8.  If  real  progress  is  to  be  made  in  increasing  the  share  of  small  business  in 
defense  procurement  it  would  seem  indispensabte  that  procuremeut  regulations 
and  tl’.e  contracting  procedures,  including  specifications  and  descriptions,  be 
simplilied.  Bid  time  and  delivery  schedules  should  be  increased  w’bere  possible. 
Payment  procedures  should  be  imjjroved  so  that  the  small  concern  may  operate 
without  having  its  funds  tied  up  over  too  long  a  period  of  time. 

9.  Statistical  data  pertaining  to  some  contracting  will  have  to  be  improved  still 
further  if  an  accurate  picture  of  the  small  business  share  in  the  subcontracting 
chain  is  to  be  clearly  understood. 

The  Department  of  Defense  expects  soon  to  undertake  a  new  reporting  tech- 
ui(pie  but  consideration  should  be  given  to  including  in  the  Bureau  of  the  Census 
Annual  Survey  of  Manufaerturing  datii  concerning  shipments  which  would  reveal 
what  portion  was  made  against  prime  contracts  and  subcontracts. 

10.  It  is  recommended  that  the  Small  Business  Administrator  create  a  per¬ 
manent  interagency  task  force  for  the  purpose  of  exchanging  views.  Regularly 
scheduled  meetings  should  be  held  on  the  effectiveness  of  the  existing  small-busi¬ 
ness  programs  and  on  ways  to  meet  new  problems  as  they  arise. 

n.  Recently  the  Office  of  Defense  Mobilization  had  its  Defense  Facilities  Main- 
renance  Board  include  the  Administrator  of  the  Small  Business  Administration 
as  a  member.  Similarly,  representatives  of  the  Small  Business  Administration 
should  serve  as  members  of  a  Department  of  Defense  board  to  review  items  on 
the  preferential  planning  list  to  determine  which  items  can  or  cannot  be  produced 
by  small  business. 
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WEDNESDAY,  APRIL  25,  1956 

United  States  Senate, 

Committee  on  Banking  and  Currency, 
Subcommittee  on  Production  and  Stabilization, 

Washington^  I).  C. 

The  subcommittee  met,  pursuant  to  recess,  in  room  301,  Senate 
Office  Building,  at  10:07  a.  m..  Senator  J.  Allen  Frear,  Jr.  (chairman 
of  the  subcommittee)  presiding. 

Present :  Senators  Frear  and  Bush. 

Also  present :  Senator  Bennett. 

Senator  Frear.  The  subcommittee  will  come  to  order. 

We  have  with  us  this  morning  the  Secretary  of  Commerce,  Mr. 
Weeks.  We  are  mighty  happy  to  have  you  here,  and  I  assume  that 
we  can  give  you  credit  for  bringing  the  sunshine  today.  That  is  an 
added  pleasure. 

Senator  Bush.  Mr.  Chairman,  might  I  ask  the  privilege  of  making 
a  brief  statement  before  the  Secretary  testifies  ? 

Senator  Frear.  Surely. 

Senator  Bush.  I  am  sure  the  Secretary  will  be  interested  in  this 
statement,  for  various  reasons.  It  will  not  take  me  more  than  a  few 
minutes. 

Senator  Frear.  All  I  was  going  to  say.  Senator,  was  that  the  men 
with  the  Secretary  are  also  welcome  this  morning.  We  are  looking 
forward  to  having  your  testimony  and  achdce  and  opinions,  to  enable 
us  better  to  form  a  decision  on  the  legislation  before  us. 

The  Senator  from  Connecticut. 

STATEMENT  OF  PKESCOTT  BUSH,  A  UNITED  STATES  SENATOR 
FROM  THE  STATE  OF  CONNECTICUT 

Senator  Bush.  Mr.  Chairman,  the  proposed  amendment  to  the  De¬ 
fense  Production  Act  sponsored  by  the  Senator  from  Utah  is  a  dis¬ 
tinct  threat  to  the  economic  well-being  and  future  development  of 
my  own  State  of  Connecticut  and  other  States  whose  productive 
facilities  have  contributed  so  much  to  the  national  defense. 

The  effect  of  the  amendment  would  be  to  make  a  so-called  principle 
of  geographical  dispersal  the  controlling  factor  in  Government  deci¬ 
sions  on  industrial  location  and  expansion,  and  this  would  apply  not 
only  to  defense-production  facilities  but,  in  the  amendment’s  own 
language,  to  “any  industrial  facilities.” 

In  this  atomic  age,  no  one  in  his  right  mind  ■would  argue  that  undue 
concentration  of  targets  should  not  be  avoided.  We  cannot  afford  to 
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liave  all  our  industrial  eggs  in  one  basket.  Tlie  question  of  separat¬ 
ing,  by  reasonable  distance,  the  production  facilities  which  are  vital 
to  our  national  defense  must,  obviously,  be  considered  when  Grovern- 
ment  officials  make  decisions. 

But  geographical  dispersal  is  only  one  factor.  There  are  many 
other  impoi’tant  factors  which  also  must  be  taken  into  account.  As 
brought  out  in  the  hearings  on  Monday,  these  include  the  degi-ee  of 
structural  protection  which  can  be  provided,  the  existence  of  needed 
water  supplies,  a  skilled  labor  force,  technical  loiowledge,  the  neces¬ 
sity  of  maintaining  an  effectively  functioning  urban  econom}^  and 
so  forth. 

To  require  decision-making  officials  to  focus  ])rimarily,  if  not  ex¬ 
clusively,  on  the  so-called  principle  of  geographical  dispersal,  as  the 
amendment  proposes  to  do,  would  midtiply  many  times  the  political 
pressures  uj)on  these  officials.  They  would  be  urged  to  grant  or  with¬ 
hold  Government  ju’ocurement,  financing,  tax  amortisations,  and  other 
forms  of  Government  assistance  as  devices  to  promote  the  economic 
development  of  some  States  and  regions  at  the  expense  of  others.  I 
urire  the  subcommittee  to  refrain  from  opening  this  Pandora's  box  of 
evils. 

A  com))arison  of  the  laniruage  of  the  Bennett  amendment  with  the 
policy  now  being  followed  by  the  Office  of  Defense  Mobilization  re¬ 
veals  how  confining  would  be  the  straitjacket  in  which  the  Senator 
from  Utah  pro]ioses  to  rope  officials  of  the  executive  branch. 

In  reaching  decisions  which  can  have  the  most  far-reaching  effects 
upon  the  national  economy,  the  only  factor  mentioned  in  the  amend¬ 
ment  which  these  officials  must  consider  is  the  so-called  principle  of 
geographical  dis])crsal.  And,  judging  from  the  statements  of  the 
Senator  from  Utah,  he  means  dispersal  on  a  broad  scale,  not  within 
States  but  among  the  several  States. 

_  In  contrast,  the  ODM  ])olicy  clearly  recognizes  that  in  some  situa¬ 
tions  effective  dis])ersal  is  ])ossihle  within  the  boundaries  of  a  State 
or  region.  Among  the  eight  separate  and  distinct  criteria  listed  in 
the  ODM  statement  is  “the  irround  environment  or  natural  barriers 
which  niight  ])rovide  added  jirotection  to  the  facilit}".”  In  many 
States,  including  my  own,  there  are  features  of  the  natural  terrain 
which  provide  such  ])rotection. 

ODM  policy  also  recognizes  that  there  may  be  situations  in  which 
tlie  advantages  of  geographical  dispersal  may  be  outweighed  by  the 
disadvantages  of  locations  distant  from  centers  of  population,  supplies 
of  skilled  labor,  technical  knowledge,  and  so  forth.  This  recognition 
is  inherent  in  criteria  No.  8  of  the  ODINI  policy,  “the  economic,  opera¬ 
tional,  and  administrative  requirements  in  carrying  out  the  function 
for  which  the  facility  is  to  be  provided.” 

Moreover,  the  ()DM  ])olicy  on  dispersion  is  confined  to  “facilities 
important  to  national  security”  whereas  the  Bennett  amendment  would 
apply  to  “any  industrial  facilities.” 

In  short,  the  Bennett  amendment  seeks  to  substitute  a  meat-ax  ap- 
pioach  which  Mould  hav'e  far-reaching  and  detrimental  effects  upon 
many  States  and  regions  for  a  careful  case-by-case  analysis  in  which 
the  national  inteuest  has  been  fully  protected.' 

I  thank  the  chairman  for  this  i)rivilege,  and  I  am  thankful  to  the 
Secretary  for  his  patience. 

Senator  F keak.  Mr.  Secretary. 
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STATEMENT  OE  SINCLAIR  WEEKS,  SECRETARY,  ACCOMPANIED  BY 
EREDERICK  H.  MUELLER,  ASSISTANT  SECRETARY;  H.  B.  McCOY, 
DEPUTY  ADMINISTRATOR,  BUSINESS  AND  DEEENSE  SERVICES 
ADMINISTRATION;  HAROLD  B.  CORWIN,  DEPUTY  GENERAL 
COUNSEL;  AND  KENNETH  E.  McCLURE,  ASSISTANT  GENERAL 
COUNSEL,  COMMERCE  DEPARTMENT 

Secretary  Weeks.  Mr.  Chairman  and  members  of  the  committee, 
I  am  here  today  at  the  invitation  of  the  committee  to  testify  with 
respect  to  a  further  extension  for  a  period  of  2  years  of  tlie  Defense 
Production  Act  of  1950,  as  amended.  This  extension  is  proposed  in 
S.  3407  currently  under  consideration  by  this  committee. 

I  support  such  an  extension  because  there  is  a  vital  and  continuing 
need  at  this  time  for  the  authority  which  the  act  confers.  I  am  sui’e 
that  the  committee  will  agree  with  me  that  right  now,  while  we  are  at 
peace,  is  the  time  when  we  as  a  Nation  can  and  must  move  effectively 
in  the  direction  of  a  state  of  national  mobilization  readiness  prepared 
for  any  emergency.  There  can  be  little  disagreement  as  to  the  tre¬ 
mendous  contribution  which  such  a  state  of  readiness  could  make  to 
our  national  survival  and  recovery  should  trouble  actually  occur. 

I  hope  that  my  remarks  to  this  point  will  not  convey  the  impression 
that  I  am  taking  this  occasion  to  sound  a  note  of  alarm.  My  remarks 
are  merely  intended  to  emphasize  for  the  record  the  necessity  for  keep¬ 
ing  in  effect  the  present  Defense  Pmduction  Act  powei-s  and  authority 
which  lie  at  the  heart  of  this  Government’s  plans  and  efforts  both  in 
the  area  of  current  military  production  and  construction  and  in  the 
area  of  industrial  mobilization.  I  might  add  that  in  my  opinion  we 
are  already  Avell  on  our  way  toward  reaching  the  necessary  condition 
of  national  readiness. 

As  was  true  when  I  testified  last  year,  the  Department  of  Commerce 
continues  to  bear  major  responsibility  for  operations  under  the  act 
affecting  the  greater  portion  of  American  industry.  These  opera¬ 
tions  represent  a  significant  part  of  the  broad  responsibilities  which 
have  been  assigned  to  the  Department  of  Commerce  by  the  President 
through  the  Director  of  the  Office  of  Defense  Mobilization.  These 
extend  both  to  the  area  of  current  defense  production  and  to  the  area 
of  industrial  mobilization  and  readiness.  Within  the  Department  of 
Commerce  operations  under  the  Defense  Production  Act  are  carried 
out  largely  by  our  Business  and  Defense  Services  Administration  and 
also  by  the  Bureau  of  Foreign  Commerce,  the  Census  Bureau,  the 
Defense  Air  Transportation  Administration,  the  Maritime  Adminis¬ 
tration,  the  Civil  Aeronautics  Administration,  and  the  Bureau  of  Pub¬ 
lic  Roads. 

Based  upon  the  title  I,  jiriorities  and  allocations,  provisions  of  the 
Defense  Production  Act,  the  Business  ajid  Defense  Services  Adminis¬ 
tration  currently  maintains  and  administers  a  materials  control  sys¬ 
tem,  commonly  referred  to  as  the  Defense  Materials  System,  which  is 
designed  to  assure  an  uninterrupted  flow  of  the  products  and  materials 
required  to  meet  the  pi’esent  and  potential  military  and  Atomic  Energy 
Commission  production  and  construction  programs.  At  the  present 
time,  there  are  a  few  areas  in  which  a  shortage  of  materials  and  prod¬ 
ucts  exists.  These  shortages  are  basic  and  arise  from  the  rapid  expan¬ 
sion  of  our  economy  rather  than  from  military  demands.  Defense 
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requirements  for  tliese  few  items  are  not  deemed  to  be  of  such  magni¬ 
tude  as  to  justify  the  imposition  under  section  101  (b)  of  the  act  of 
allocations  to  control  general  distribution  in  the  civilian  market. 
Such  controls  would  not  augment  the  total  supply  and  could  only 
represent  an  initial  backward  step  in  the  direction  of  restoring  the 
Government  to  a  position  of  regulating  the  business  of  a  vast  number 
of  private  enterprises.  This,  however,  does  not  gainsay  the  necessity 
for  keeping  on  the  books  the  priorities  and  allocations  powers  which 
are  highly  useful  in  avoiding  delays  and  dilliculties  in  meeting  mili¬ 
tary  and  Atomic  Energy  Commission  schedules.  Recurrent  requests 
from  the  armed  services  for  special  priorities  assistance  under  the  act 
indicate  the  continued  need  for  these  powers. 

In  my  opinion  it  is  likewise  desirable  to  continue  in  force  the  present 
authority  for  needed  expansion  of  productive  capacity  and  supply  as 
provided  by  title  III  of  the  act.  Here,  again,  the  Department  of 
Commerce  plays  a  significant  role  in  the  administration  of  these 
jiowers.  Units  of  the  Department  keep  in  close  touch  with  the  indus¬ 
tries  supplying  products  and  services  essential  to  mobilization.  In 
addition,  they  are  engaged  in  making  special  studies  of  available 
production  capacity  to  meet  mobilization  requirements  for  the  prod¬ 
ucts  of  the  industries  assigned  to  them.  These  studies  afford  the  basis 
for  recommendations  and  advice  by  this  Department  to  the  Director 
of  the  Office  of  Defense  Mobilization  respecting  ])roposed  action  by  the 
Governmeiit  in  exercise  of  the  expansion  j)owers  under  the  act,  as  for 
example  the  establishment  or  closing  of  expansion  goals.  This  De¬ 
partment  also  makes  recommendations  to  the  ODINI  in  connection  with 
applications  for  accelerated  tax  amortization  certificates  under  the 
Internal  Revenue  Code. 

I  feel  I  should  not  let  this  occasion  pass  without  commenting  pub¬ 
licly  and  for  the  record  on  the  invaluable  contribution  which  IVOC’s 
aiipointed  under  section  710  (b)  of  the  act  have  made  and  are  making 
today  toward  the  attainment  of  an  adequate  mobilization  preparedness 
posture.  IVithout  their  patriotic  and  unique  assistance — and  the 
iVOC  authority  and  ])rogram  should  by  all  means  be  continued — the 
task  of  the  Government  in  prejiaring  for  ])ossible  emergency  would  be 
rendered  infinitely  more  difficult. 

In  this  connection,  I  hope  the  committee  has  had  time  to  consider 
our  responses  to  inquiries  by  the  chairman  of  the  Senate  Ranking  and 
Currency  Committee  as  to  the  manner  in  which  the  WOC  program  is 
presently  being  administered  in  the  Department  of  Commerce.  I 
think  the  commitee  will  find  this  information  helpful. 

An  Executive  Reserve  program  was  authorized  by  the  additions  of 
subsection  710  (e)  in  the  195.5  amendments  to  the  Defense  Production 
Act.  As  implemented  by  Executive  Order  10660  and  Office  of  Defense 
Mobilization  DMO  I-2i  the  resi)onsible  mobilization  agency  would 
set  uj)  a  training  program  for  ])ersons  to  be  called  in  to  fill  executive 
positions  in  their  respective  fields  of  competence  in  time  of  mobiliza¬ 
tion.  Actually,  the  list  of  prospective  members  of  the  executive  re¬ 
serve  of  the  Department  of  Commerce  is  made  up  of  a  few  hundred 
persons  who,  generally  speaking,  have  served  either  as  WOC’s  or  as 
career  employees  in  the  Business  and  Defense  Services  Administration 
or  its  predecessor  agency.  National  Production  Authority.  They  will 
be  selected  on  the  basis  of  their  prior  training  and  qualifications 'to  fill 
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key  executive  positions  in  time  of  emergency  and  asked  to  agree  to 
make  themselves  available  in  the  event  of  mobilization.  Those  se¬ 
lected  will  be  invited  to  return  to  the  Department  once  or  twice  a  year 
for  not  over  2  or  3  days  for  a  refresher  course,  as  it  were.  By  the 
terms  of  the  above-mentioned  orders  the  Reserve  program  is  limited  to 
mere  training  activities  and  reservists  are  precluded  from  advising, 
consulting,  or  acting  on  any  matter  pending  before  any  department  or 
agency. 

The  1955  amendments  to  the  act,  by  the  addition  of  section  710  (b) 
(6),  required  the  filing  of  financial  statements  by  WOC’s  with  state¬ 
ments  hied  every  succeeding  G  months  showing  changes  in  interests 
held  during  that  period.  To  date  business  executives  entering  on  ac¬ 
tive  duty  as  WOC’s  in  the  BDSA  of  the  Department  of  Commerce  have 
complied  with  this  requirement  while  in  the  Government  employ. 

The  Banking  and  Currency  Committee  of  the  House  of  Representa¬ 
tives  reported  favorably  on  House  bill  H.  R.  9852,  the  House  counter¬ 
part  of  the  bill  now  before  this  committee,  with  an  amendment  requir¬ 
ing  the  same  public  hling  of  a  statement  of  hnancial  interest  that 
WOC’s  are  required  to  hie  under  section  710  (b)  (6) . 

It  is  my  considered  opinion  that  patriotic  citizens  who,  at  their 
Government’s  urging  ancl  pursuant  to  an  act  of  Congress,  voluntarily 
undergo  short  periods  of  training  to  maintain  themselves  currently 
effective  for  service  during  future  national  emergencies  should  not  be 
required  to  publicize  their  private  hnancial  affairs. 

In  a  letter  to  the  chairman  of  the  House  Committee  on  Banking  and 
Currency  under  date  of  March  28, 1  pointed  out  that  despite  the  known 
willingness  of  men  of  standing  and  ability  to  prepare  themselves  to 
serve  their  country  without  pay  in  times  of  national  emergency,  in  my 
judgment,  the  proposed  amendment  will  make  it  virtually  impossible 
to  recruit  an  adequate  Executive  Reserve  and  will  probably  destroy 
the  program.  Director  Flemming,  on  the  same  date,  in  a  similar  letter 
to  Chairman  Spence,  said,  “I  have  little  doubt  that  such  an  amend¬ 
ment  would  greatly  hamper,  if  not  preclude,  the  successful  establish¬ 
ment  of  a  Reserve  capable  of  carrying  on  the  extraordinary  affairs  of 
Government  in  time  of  mobilization.”  Unless  the  Congress  wants  to 
dispense  with  the  Executive  Reserve  provided  for  in  the  1955  act,  I 
consider  this  hling  provision  in  the  House  committee’s  bill  simply  must 
be  eliminated.  I  can  conceive  of  no  reason  why  a  man  should  pub¬ 
licize  his  private  hnancial  affairs  merely  to  have  his  name  go  on  this 
Executive  Reserve  list  where  he  has  no  present  duties  and  puts  in  each 
year  only  a  matter  of  days  to  keep  up  to  date  on  his  possible  duties  in 
time  of  emergency. 

]\Ir.  Chairman,  this  concludes  my  statement.  I  am  very  happy  to 
have  had  a  chance  to  make  this  statement  to  the  committee.  I  would 
just  add  this  word:  I  am  extremely  hopeful  that  the  action  taken  by 
the  House  committee  may  not  be  the  hnal  action  of  the  Congress.  On 
the  matter  of  members  of  the  Reserve  hling  hnancial  statements,  I  am 
sure  that  it  will  kill  the  jirogram,  for  no  good  purpose. 

Senator  Busii.  May  I  ask  a  question,  Mr.  Chairman  ? 

Senator  Frear.  The  Senator  from  Connecticut. 

Senator  Busii.  When  Dr.  Flemming  was  down  here  Monday,  he 
testihed  to  the  effect  that  the  statements  required  under  the  amend¬ 
ment  we  put  into  the  1955  act  for  the  I^^OC’s  which  required  them  to 
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state  every  6  months  the  interests,  if  any,  that  they  had,  or  to  state 
whether  they  had  any  interests  or  what  companies  they  were  in,  did 
not  in  any  way  liandicap  the  program.  Do  you  recall  that,  Mr.  Chair¬ 
man  ?  Is  that  substantially  what  he  said  ? 

Senator  Frear.  That  is  my  understanding. 

Senator  Busii.  Your  statement  refers  to  the  amendment  for  the 
Executive  Reserve,  which  is  a  ditferent  group  of  men,  of  course,  and 
not  a  full-time  group,  which  the  WOC’s  are,  at  least  during  the  period 
they  are  in  service.  I  take  it  that  you  mean  to  differentiate  between 
these  two  groups.  Do  you  have  any  objection,  for  instance,  to  the 
requirements  presently  existing  for  the  WOC’s  respecting  financial 
statements  ? 

Secretary  Weeks.  Senator  Bush,  when  I  went  before  the  House 
committee,  I  did  make  a  statement  that  I  hoped  that  the  provision  for 
filing  might  be  elimintaed,  so  far  as  WOC’s  were  concerned.  I  have 
not  made  that  statement  here,  although  it  is  my  belief  that  it  is  unfair 
to  single  out  this  one  group  of  individuals  in  the  whole  Government 
as  the  only  ones  who  have  to  file.  But  I  am  not  making  that  plea  to 
the  committee  here  today.  I  am  distinctly  differentiating  between 
those  who  come  down  liere  and  work  here  for  a  period  and  file  under 
the  amendments  set  up  by  the  1955  act  and  the  people  who  sign  up 
for  this  Reserve. 

I  would  like  you  just  to  visualize  what  they  do.  You  are  a  manu¬ 
facturer  in  Connecticut.  You  are  asked  to  join  this  Reserve,  and  you 
signify  your  willingness  to  do  it.  You  come  down  maybe  a  couple 
of  times  a  year  for  2  days,  to  get  brought  up  to  date  on  how  this  thing 
works.  Itou  do  no  work.  You  give  no  advice.  You  do  nothing 
except  take  a  short  refi'esher  course.  If  any  trouble  occurs,  then  they 
are  available,  but  until  trouble  occurs  they  do  not  do  any  more  than 
that,  and  to  ask  them  to  publicize  their  financial  affairs — I  just  do  not 
see  how  you  can  get  people  to  do  it. 

Senator  Bush.  If  this  Executive  Reserve  was  called  into  action  in 
an  emergency,  then  they  would  become  WOC’s  and  subject  to  that  pro¬ 
vision  of  the  act ;  is  that  not  true  ? 

Secretary  Weeks.  Yes,  certainly.  The  minute  they  come  on  the 
roll  and  stay  here  and  go  to  work  they  would  file. 

Senator  Bush.  Am  I  correct  that  the  provision  requiring  state¬ 
ments  from  the  WOC’s  does  not  require  a  detailed  statement  as  to  the 
extent  of  holdings,  but  rather  just  speaks  of  the  individual  case — “I 
do  have  an  interest  in  Ivennecott  Copper”  or  “I  do  have  an  interest 
in  U.  S.  Steel” — but  does  not  have  to  say  10  shares  or  10,000  shares, 
just  the  fact  that  he  has  an  interest?  That  has  not  proved  to  be  too 
much  of  an  embarrassment,  would  you  say,  to  this  point  ? 

Secretary  W eeks.  It  has  not  stopped  anybody  that  we  know  of  from’ 
signing  up  or  staying  signed  up,  so  to  speak. 

Senator  Bush.  Does  the  amendment  which  you  object  to  in  the 
House  bill  require  more  detail  than  that  for  the  Executive  Reserve 
officers,  or  does  it  require  the  same  disclosure  that  is  required  for  the 
IV  OC’s  ? 

Secretary  Weeks.  Identical  filings. 

Senator  Bush.  With  the  WOC’s? 

Secretary  Weeks.  Yes,  sir. 

Senator  Bush.  In  the  present  law  ? 

Secretary  Weeks.  Yes,  sir. 
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Senator  Bush.  And  although  that  is  not  detailed,  you  still  feel 
nevertheless  that  any  statement  requiring  the  Executive  Reserve  to 
disclose  the  fact  that  they  have  any  interests  in  any  company  would  be 
a  deterrent  to  building  up  that  Reserve  ? 

Secretary  Weeks.  I  believe  it  would,  sir,  and  it  would  serve  no  good 
purpose  for  the  Government  to  get  it  from  the  Reserve  because  they 
are  not  here  as  employees.  The  minute  they  come  here  and  stay  here 
and  go  to  work,  then  they  will  have  to  file. 

Senator  Frear.  I  believe,  in  support  of  what  you  have  just  said, 
Mr.  Secretary,  that  it  might  be  well,  if  you  have  no  objection,  to  put 
into  the  record  section  5  of  the  President’s  Executive  Order  10660, 
which  states : 

Activities  of  persons  by  reason  of  designation  as  Executive  Reservists  under 
this  order  shall  not  include  acting  or  advising  on  any  matter  pending  before  any 
department  or  agency,  but  shall  be  limited  to  receiving  training  for  mobilization 
assignments  under  the  Reserve  program. 

Secretary  Weeks.  That  cleaidy  defines  the  line  between  the  two 
groups. 

Senator  Bush.  I  have  no  other  questions. 

Senator  Frear.  May  I  ask,  Mr.  Secretary,  just  along  this  line,  what 
kind  of  training  does  the  Executive  Reservist  get?  Is  it  lectures  and 
talks?  How  much  detail  as  to  the  operation  of  the  functions  they 
may  be  called  upon  to  perform  are  they  familiarized  with  ? 

Secretary  Weeks.  May  I  ask  Mr.  McCoy,  the  Deputy  Adminis¬ 
trator,  to  answer  that. 

Mr.  McCoy.  Mr.  Chairman,  the  complete  program  for  training  ex¬ 
ecutive  reservists  has  not  as  yet  been  worked  out.  We  plan,  if  we 
can  continue  tlie  program,  to  bring  them  to  Washington  once  or  twice 
a  year,  depending  upon  circumstances,  to  hear  the  various  officials  of 
Government  who  are  concerned  with  our  mobilization  planning  pro¬ 
gram — the  Secretary  of  Defense,  Secretary  of  Commerce,  Dr.  Flem¬ 
ming — and  then  in  addition  to  present  them,  so  far  as  we  can  within 
classified  limits,  the  kind  of  planning  and  blueprinting  that  is  being 
done  for  emergency  action  of  the  Government  in  time  of  war,  and  so 
far  as  possible  the  kinds  of  responsibilities  that  they  as  a  group  would 
be  asked  to  undertake,  largely  in  the  field  of  the  civilian  agencies  hav¬ 
ing  to  do  with  controls  of  materials  and  production,  progi'aming,  and 
matters  of  that  sort  which  would  be  involved  if  we  were  in  an  emer¬ 
gency  requiring  the  Government  to  take  over  in  many  cases  the  control 
of  economic  matters. 

Senator  Frear.  Do  you  think,  Mr.  Secret  ary,  that  it  might  be  help¬ 
ful  to  have  authorization  in  this  program  for  your  men  that  you  call 
upon  in  this  category  to  have  access  to  the  War  College  or  other  De¬ 
fense  Establishment  programs  ?  To  coordinate  the  civilian  with  the 
military  ? 

Secretary  Weeks.  As  I  visualize  it,  they  would  come  in  here  for  a 
couple  of  days’  refresher  course.  Practically  all  of  them  will  have 
had  some  experience  here  as  WOC’s  or  as  career  people.  As  time 
goes  on,  if  we  stay  at  peace,  we  will  build  up  more  and  more  people 
who  have  been  thi-ough  the  mill  on  this  WOC  basis  or  in  the  career 
service,  and  they  will  just  come  back  and  be  brought  up  to  date  on 
the  )nechanics  of  the  operation,  as  to  how  it  is  changed  and  so  on.  I 
would  say,  subject  to  the  security  considerations,  which  I  assume  would 
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be  taken  care  of,  that  they  wouldn’t  be  a  reservist  unless  they  were 
cleared,  and  that  they  should  have  access  to  what  is  going  on  in  the 
process  of  handling  the  Oftice  of  Defense  Mobilization. 

Senator  Freak.  If  such  an  authorization  were  placed  in  this,  it 
certainly  would  not  be  a  deterrent  or  a  disadvantage  to  you  in  your 
position  of  recruiting  reservists,  woidd  it  ?  If  it  does  not  help,  of 
course,  I  assume  there  would  be  no  I'eason  to  suggest  it;  but  if  it  would 
be  of  some  assistance,  then  I  suspect  we  might  be  able  to  get  such 
authorization. 

Secretary  Weeks.  I  certainly  do  not  think  it  would  be  a  deterrent. 
I  am  not  sure  that  it  is  necessary,  but  it  would  be  a  plus  factor  rather 
than  a  minus  factor,  to  some  degree,  I  should  think. 

Senator  Freak.  Dut  if  you  see  no  general  need  for  it,  there  is  no 
reason  to  encumber  the  legislation  with  things  that  are  not  of  ad¬ 
vantage. 

Secretary  Weeks.  I  would  like  to  ask  Mr.  IMcCoy. 

Mr.  IVIcdoY.  I  would  say,  ]\Ir.  Chaii-man,  that  it  would  not  be  nec¬ 
essary.  I  believe  that  we  would  get  all  of  the  cooperation  from  all 
departments  of  the  (Tovernment  that  is  necessary,  because  you  remem¬ 
ber  all  departments  will  have  their  own  executive  reservists  and  their 
own  group,  and  we  would  expect  in  many  cases  to  merge  all  of  the 
activities  together  so  that  we  would  get  cross-consultation. 

Senator  Freak.  It  was  in  that  light  that  the  suggestion  was  made. 
I  recognize  the  fact  that  in  some  of  onr  departments,  such  as  the  Atomic 
Energy  Commission,  all  of  the  people  may  not  know  the  workings  of 
every  other  dejiartmeut,  so  to  speak;  but  I  do  think  in  creating  an 
active  reserve  in  time  of  emei'gency  we  should  not  handicap  the  people 
that  yon  are  going  to  call  in  to  do  a  job  jierhaps  overnight,  without 
much  notitication  beforehand. 

Secretary  Weeks.  I  think  it  wonld  be  more  a  pins  factor  than  any¬ 
thing  else,  but  I  do  not  think  it  is  absolutely  necessary.  That  is  the 
only  point  I  would  make. 

Senator  Freak.  Senator  Bush,  do  you  have  a  question? 

Senator  Busii.  I  do,  but  I  did  not  want  to  interrupt  your  chain  of 
thought.  IVIine  is  going  to  change  the  subject. 

Senator  Freak.  I  suspect  mine  will,  too.  May  I  say  at  this  time, 
Mr.  Secretary,  that  the  personal  opinion  of  the  chairman  of  the  sub¬ 
committee  is  that  I  have  great  admiration  for  what  not  only  the 
Department  of  Commerce  is  doing  but  Dr.  Flemming  and  the  other 
agencies  of  the  Government  in  establishing  a  civilian  file  on  people 
who  are  qualified  and  capable  of  lending  assistance  of  great  value  to 
the  Government  in  time  of  emergency.  I  want  to  be  of  all  the  help 
and  assistance  to  the  agencies  and  dejiartments  that  I  possibly  can. 
As  you  know,  in  getting  legislation  through  the  bodies  of  Congress, 
those  who  are  resjionsible  for  the  action  on  the  floor  are  subjecfed  at 
times  to  questions  by  other  IVIembers,  and  in  order  to  be  fortified  with 
the  answers  to  those  questions  I  would  like,  before  you  finish  your 
testimony,  to  be  privileged  to  ask  questions.  I  can  assure  you  they 
are  in  no  way  ])ersonal,  but  to  strengthen  the  position  of  the  com¬ 
mittee  so  that  they  can  get  this  legislation  through  as  quickly  as 
possible.  If  you  think  any  of  those  questions  are  not  legitimate  ones 
or  ones  that  you  would  hesitate  to  answer,  I  can  assure  you  that  they 
are  not  intended  for  any  embarrassment  or  not  intended  in  any  way 
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to  place  you  or  the  Department  in  a  position  in  which  you  cannot 
defend  yourself. 

Secretary  Weeks.  Thank  you,  sir. 

Senator  Bush.  Mr.  Secretary,  I  Avant  to  go  back  to  the  Bennett 
amendment,  concerning  which  I  made  a  statement  at  the  opening  of 
this  session.  Have  you  had  a  chance  to  look  at  that  amendment? 

Secretary  Weeks.  Yes,  sir. 

Senator  Bush.  Would  you  like  a  copy  of  it? 

Secretary  Weeks.  I  have  one  right  here,  sir. 

Senator  Bush.  Do  you  care  to  state  at  this  time  whether  you  favor 
that  amendment  or  not  ? 

Secretary  Weeks.  I  think.  Senator,  that  we  probably  have  legis¬ 
lation  on  the  books  sufficient  to  do  the  job,  if  it  can  be  done — the  job 
of  dispersion.  Obviously,  under  present  conditions  of  possible  dam¬ 
age  by  attack,  dispersion  is  desirable.  Everyone  agrees  to  that,  I 
am  sure.  Dispersion  is  a  very  difficult  problem  through  our  tax 
amortization  process,  rapid  tax  amortization  process,  and  mobilization 
goals  and  planning,  and  so  on.  We  continually  are  thinking  about 
dispersion.  I  think  we  are  not  getting  along  with  it  as  well  as  you 
would  like  to  get  along,  but  dispersion  is  a  very  difficult  problem. 
With  all  due  regard  for  Senator  Bennett’s  amendment,  I  do  not 
think  it  would  help  us  to  get  along  on  the  road  very  much  faster 
than  we  are. 

Senator  Bush.  Mr.  Secretary,  Dr.  Flemming  testified,  in  answer 
to  questions  which  I  asked  him,  that  he  thought  that  at  the  present 
time,  Avithout  any  amendment  to  the  laAv  Avhatever,  the  Office  of  De¬ 
fense  Mobilization — indeed,  the  Government — had  the  necessary  au¬ 
thority  to  carry  out  a  ]jolicy  of  dispersion,  and  that  the  passage  of  the 
Bennett  amendment  AA’ould  not  actually  enlarge  the  scope  of  that 
authority.  “Well,  then,”  I  said,  ‘Svliy  do  Ave  pass  an  amendment? 
Mdiy  do  you  favor  an  amendment  when  it  does  not  actually  increase 
the  authority  Avhich  you  have  ?  ”  His  ansAver  I  believe  was  to  the  effect 
that  he  avouIcI  like  to  have  congressional  endorsement  of  the  policy. 
He  thought  it  Avould  be  greatly  fortified  by  having  that. 

I  Avould  like  to  say  again  that  I  do  not  see  that  that  makes  any  sense 
Avhatever,  and  that  I  am  very  much  afraid  that  the  passage  of  any 
such  amendment  here  Avould  be  looked  upon — and  especially  the  Avay 
this  amendment  is  draAvn — as  someAvhat  of  a  mandate  for  the  ODM 
to  go  out  of  its  AA’ay  to  disperse  where  it  might  not  even  be  necessary 
in  the  interests  of  the  whole  situation.  I  am  very  glad  to  hear  that 
in  your  judgment  you  believe  that  the  existing  authority  is  sufficient 
to  carry  out  the  policy  of  dispersal  Avithout  any  amendment  to  the  law. 
Is  that  correct  ? 

Secretary  Weeks.  Senator,  let  us  put  it  this  Avay  :  This  amendment, 
I  Avould  repeat,  I  do  not  think  Avould  do  much  that  Ave  are  not  doing 
noAV.  And  particularly  the  last  sentence,  “Nothing  contained  in  this 
paragraph  shall  preclude  the  use  of  existing  industrial  facilities,” 
.seems  to  me  to  Avater  doAAUi  the  instructions  in  the  amendment  itself. 
I  think  it  is  highly  desirable  for  this  committee  and  the  Congress  to 
take  an  interest  in  dispersion  of  industry,  under  the  conditions  in 
Avhich  we  liA^e  and  the  Avorld  today.  I  avouIcI  think  that  if  the  com¬ 
mittee  Avanted,  in  its  report  on  the  bill  or  otherAvise,  to  instruct  ODM 
and  the  Commerce  Department  to  give  an  exhaustive  look  at  Avhat  Ave 
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are  accomplisliiiig  and  how  we  are  proceeding  and  make  recommen¬ 
dations,  if  there  are  any,  that  would  come  from  such  a  study,  that 
would  be  highly  desirable.  But  I  cannot  see  that  this  amendment  is 
necessary  or  does  anything  that  we  are  not  trying  to  do  today. 

Senator  Bush.  I  am  very  glad  to  hear  you  say  that.  If  you  look 
at  page  2  of  the  amendment,  and  you  read  the  last  sentence,  just  above 
that  in  the  preceding  sentence  it  says  that  each  department  and  agency 
of  the  executive  branch  shall,  under  the  coordination  of  ODM,  apply 
to  the  greatest  practical  extent,  consistent  with  existing  law,  the  prin¬ 
ciple  of  the  geographical  dispersal  of  such  facilities  in  the  interest 
of  national  defense.  The  amendment  bases  the  whole  thing  on  geo¬ 
graphical  dispersal  and  ignores  whatever  other  advantages  or  facilities 
may  be  offered  in  some  areas.  I  think  it  is  a  very  dangerous  amend¬ 
ment  for  that  reason.  In  my  judgment  it  goes  far  beyond  the  existing 
authority  which  Dr.  Flemming  said  was  sufficient  in  his  judgment 
to  let  them  carry  out  a  policy  of  dispersal  that  they  thought  was 
adequate.  But  this  amendment  hamstrings  this  situation  and  virtually 
says  that  the  principle  of  geographical  dispersal  of  facilities  is  the 
only  element  that  should  be  taken  care  of  or  should  be  taken  into 
account  in  the  establishment  of  new  facilities — not  existing  facilities 
but  expansion  of  existing  facilities,  too.  I  think  it  is  a  very  dangerous, 
very  bad  amendment. 

Secretary  Weeks.  Senator,  I  would  not  recommend  laying  too  much 
stress  on  the  geograjffiical  element.  Actually,  dispersion  means  dis- 
pereion  geographically.  If  you  put  five  plants  in  one  closely  knit 
area,  you  would  not  have  dispersion.  Now,  as  we  move  along  in  the 
procurement  setup  of  the  Government  and  defense  setup,  I  think  it 
is  wise  to  have  3  or  4  sources  for  a  particular  product  or  component. 
If  it  has  but  1  source,  or  if  it  has  2  sources  and  they  are  right  in  the 
same  town,  then  I  think  we  are  not  wise  in  failing  to  try  to  do  some¬ 
thing.  But  I  do  not  think  this  amendment  lets  us  do  anything  we 
are  not  trying  to  do  now.  However,  if  you  had  an  important  com¬ 
ponent  of  a  jet  engine  and  the  only  place  you  could  get  it  was  in  one 
particular  locality,  it  seems  to  me  that  we  are  foolish  not  to  geographi¬ 
cally  distribute  the  source  of  supply  if  we  build  a  new  production 
facility.  Do  you  see  what  I  mean  ? 

Senator  Bush.  Yes,  I  see  what  you  mean,  but  I  still  insist  that 
the  purpose  of  the  amendment  is  to  insist  upon  geographical  dis¬ 
persion  as  the  only  component  of  policy  in  determining  where  new 
plants  or  extensions  of  plants  may  be  located  by  the  ODM.  If  you 
read  that  amendment  carefully,  that  is  all  it  says.  That  is  the  only 
principle  taken  into  account.  I  think  it  is  a  very  dangerous  amend¬ 
ment,  because  it  might  be  misinterpreted  and  political  pressures  in 
areas  might  be  brought  to  bear  on  the  administration  that  would  be 
sufficient  to  compel  them  to  make  a  very  bad  geographical  dispersal 
of  property.  So  I  am  very  gla.d  to  hear  that  the  Secretary  of  Com¬ 
merce  has  no  interest  in  this  amendment  and  does  not  consider  that 
it  is  of  sufficient  importance  for  us  to  pass  it. 

Secretary  Weeks.  Exactly. 

Senator  I RKAR.  I  do  not  want  the  Senator  from  Connecticut  to 
put  words  in  the  Secretary’s  mouth. 

Senator  Busii.  Tlie  Secretary  just  said  “That’s  right”  after  I 
finished. 
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Senator  Frear.  Certainly  the  chairman  of  the  subcommittee 
should  not  be,  I  suppose,  in  the  position  of  attempting  to  defend  the 
amendment  offered  by  the  Senator  from  Utah,  but  I  would  like  to 
point  out  that  I  believe  the  Senator's  amendment  pertains  mainly  to 
where  the  Government  may  give  some  advantage  to  new  construc¬ 
tion,  for  instance,  tax  certificates,  or  where  there  may  be  some  Gov¬ 
ernment  money  involved,  although  I  do  recognize  the  principle  in 
procurement  could  perhaps  go  farther  than  that. 

Mr.  Secretary,  if  it  has  not  already  been  granted  to  you,  on  both 
of  the  bills  introduced  by  the  Senator  from  Utah  and  the  Senator 
from  Connecticut  your  Department  will  have  the  opportunity  to  give 
its  observations.  May  I  say  that  we  would  like  to  have  them  for 
<x)nsideration  of  the  committee  in  reply  to  the  general  letter  that 
goes  out  from  the  committee  seeking  your  advice  and  opinion  on 
those  bills. 

Secretary  Weeks.  We  wfill  provide  it,  sir.  (See  p.  115.) 

Senator  Bush.  xVgain  I  did  not  want  to  interrupt  the  chairman, 
but  I  did  want  to  make  this  request — and  this  is  parenthetical  to  this 
discussion — that  I  think,  if  the  chairman  please,  it  would  be  well 
to  hold  this  hearing  open  or  hold  the  record  open  for  a  few  days,  as 
I  believe  there  may  be  some  people  who  would  like  to  come  here  and 
testify  on  this  amendment. 

Senator  Frear.  On  the  amendment  offered  by  the  Senator  from 
Connecticut  ? 

Senator  Busii.  No,  on  the  amendment  offered  by  the  Senator  from 
Utah. 

Senator  Frear.  I  think  it  is  the  usual  regulation  or  at  least  the 
unwritten  rule  here  anyhow.  Senator,  that  the  presiding  officer  of  the 
subcommittee  give  advantage  to  those  who  would  like  to  appear  as 
far  as  it  is  possible.  If  it  is  not  possible  to  hold  the  hearings  open 
so  that  they  can  make  a  personal  appearance  they  certainly  will  be 
granted  an  opportunity  to  supply  information  for  the  record. 

Senator  Bush.  All  right,  sir.  I  have  no  further  questions. 

Senator  Frear.  If  you  prefer,  Mr.  Secretai-y,  I  will  supply  you 
with  a  copy  of  these  additional  questions,  as  well  as  the  reporter, 
and  give  you  the  discretion  of  supplying  the  answers  as  soon  as  pos¬ 
sible,  not  attempting  to  answer  them  now.  You  have  the  opportunity 
of  taking  your  choice  as  to  whether  you  prefer  to  answer  them  now’ 
or  supply  the  answers  for  the  recorcl,  but  I  hope  you  will  feel  free 
to  take  advantage  of  supplying  the  answers  at  your  convenience, 
which  we  would  hojie,  of  course,  w’ould  be  rather  quickly,  as  we  would 
like  to  get  this  legislation  on  the  road.  If  you  prefer  to  answ’er  them 
immediately,  certainly  the  privilege  is  granted. 

(The  questions  and  answers  referred  to  follow :) 

Question.  I  notice  that  all  the  job  descriptions  except  that  of  Mr.  Jones,  the 
Director  of  the  Automotive  Division,  contain  an  extensive  section  on  the  De¬ 
partment’s  program  designed  to  foster,  promote,  and  develop  United  States  In¬ 
dustry  and  commerce.  These  sections  describe  duties  unrelated  to  defense  and 
mobilization.  Was  this  omitted  from  the  job  description  for  the  Automotive 
Division  because  the  lawyers  for  the  Automobile  Manufacturers  Association  did 
not  think  the  exemption  Aom  the  conllict  of  interest  statutes  covered  these  non¬ 
defense,  nonmobilization  activities?  (See  Celler  hearings,  p.  497.) 

Answer.  Yes.  The  reference  to  nondefense  duties  was  omitted  from  the  job 
description  for  the  WOO  Director  of  the  Automotive  Division  because  counsel 
for  the  Automobile  Manufacturers  Association  was  of  the  opinion  that  the  ex- 
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emption  from  the  conflict  of  interest  statutes  flicl  not  extend  to  nondefense,  non- 
luobilization  activities.  Altliough  we  were  willing  to  make  this  administrative 
arrangement  to  meet  the  wishes  of  the  Automobile  Manufacturers  Association, 
this  did  not  signify  that  we  agreed  with  the  position  of  its  counsel.  We  have 
held  a  contrary  view  and  we  invite  the  committee’s  attention  to  the  fact  that 
of  all  the  Arms  and  industries  that  have  furnished  WOC’s  this  is  the  only 
instance  where  such  a  stipulation  was  ever  i-equested. 

nie  Defense  Production  Act,  as  is  indicated  in  its  preamble  (sec.  2),  is  ad¬ 
dressed  to  problems  of  our  national  defense  and  security  and  to  the  mobilization 
efforts  required  to  meet  them.  It  speaks  in  broad  terms  embracing  our  entire 
economy.  In  this  context  it  is  often  diflicult  to  make  a  clear  distinction  between 
matters  which  have  a  defense  relationship  and  those  which  do  not.  Only  too 
frequently  matters  which  appear  to  be  primarily  of  interest  to  the  business 
community  are  found  to  have  defense  implications  of  considerable  significance. 
The  act  does  not  si)eak  in  terms  of  degrees  of  defense  interest.  Accoialingly,  we 
have  considered  that  the  act,  in  authorizing  exemption  from  the  designated 
conflict  of  interest  statutes,  and  Executive  Order  10182,  in  providing  such 
exemption,  were  calculated  to  avoid  the  uncertainties  of  measuring  and  evalu- 
atii}g  the  defense  intere.st;  likewise  that  it  was  intended  that  the  exemption 
thus  provided  was  to  be  a  complete  one  except  insofar  as  the  force  of  those  stat¬ 
utes  was  revived  and  made  applicable  to  violations  of  the  limitations  expressed 
first  in  Executive  Order  1()1,S2  and  later  written  into  section  710  (b)  (4)  of  the 
act  and  section  201  of  Executive  Order  10047.  Those  limitations  were  in  turn 
intended  to  serve  as  complete  substitutes  for  the  statutes  in  question  in  protecting 
the  public  interest  in  the  areas  covered  by  the  statutes.  In  our  opinion  the 
limitations  are  fully  adequate  for  the  i>ublic  protection  purposes  for  which  they 
were  intended.  Briefly,  they  provide  that  the  exemption  does  not  extend  to  : 

(fl)  The  negotiation  or  execution,  l)y  .such  appointee,  of  (Jovernment  contracts 
with  the  private  employer  of  such  appointee  or  with  any  corporation,  joint  stock 
company,  a.ssociation,  firm,  partnership,  or  other  entity  in  the  pecuniary  profits 
or  contracts  of  which  the  api)ointee  has  any  direct  or  indirect  interest ; 

(h)  iMaking  any  recommendation  or  taking  any  action  with  respec-t  to  in¬ 
dividual  ai)plications  to  the  (Jovernment  for  relief  or  assistance,  on  appeal  or 
otherwise,  made  liy  the  private  employer  of  the  appointee  or  by  any  corpora¬ 
tion,  joint  stock  company,  association,  firm,  partnership,  or  other  entity  in  the 
pecuniary  profits  or  contracts  of  which  the  appointee  has  any  direct  or  indirect 
interest ; 

(0)  The  prosecution  liy  the  appointee,  or  participation  by  the  appointee  in 
any  fashion  in  the  prosecution,  of  any  claims  against  the  Government  involving 
any  matter  concerning  which  the  appointee  had  any  resiionsibility  during  his 
employment  under  subsection  101  (a)  of  Executive  Order  10047  during  the 
period  of  such  employment  and  the  further  period  of  2  years  after  the  termina¬ 
tion  of  such  employment: 

id)  The  receipt  or  payment  of  salary  in  connection  with  the  apiwintee’s 
Government  .service  from  any  .source  other  than  the  private  employer  of  the 
appointee  at  the  time  of  his  appointment  under  subsection  101  (a)  of* Executive 
Dialer  10047. 

(Question.  In  the  Automotive  Division,  who  loerforms  the.se  noninobilization 
functions? 

Answer.  In  the  Automotive  Division  the  nondefense,  nonmobilization  duties 
are  handled  by  the  full-time,  salaried,  career  Deputy  Director  of  the  Division 
and  other  full-time,  salaried  personnel.  The  WOO  Director  is  advised  to  con¬ 
sult  with  appropriate  members  of  the  staff  of  the  General  Counsel  of  the  De¬ 
partment  in  any  instance  in  which  there  may  be  doubt  as  to  the  existence  of  a 
defen.se  or  mobilization  interest  or  asiiect  of  the  particular  matter  at  hand. 

Question.  11  hy  could  not  this  practice  be  followed  in  all  the  divisions  where 
the  directors  are  IVOC's? 

Answer.  We  do  not  feel  that  it  would  be  sound  or  desirable  to  adopt  the 
Antoinotive  Division  practice  ^cenerally  because  of  the  administrative  difficul- 
ties'  VI  Inch  as  iiointed  out  earlier  would  be  involved  in  attempting  to  determine 
whether  and  to  what  extent  a  defen.se  interest  is  present  in  each  case  through¬ 
out  all  the  activities  of  the  25  industry  divisions  of  BD.SA. 

(jue.stion.  I  notice  that  many  of  the  job  descriptions  are  set  up  as  IVOC  ixisi- 
tnms.  My  understanding  was  that  a  IVOC  would  only  be  obtained  if  a  full-time 
employee  could  not  be  found,  flow  do  you  reconcile  the  establishment 
ot  these  po.sitions  as  IVOC  positions  with  this  policy? 
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Answer.  The  preparation  of  certain  job  descriptions  as  descriptions  of  WOO 
positions  is  not  inconsistent  with  onr  policy  to  fill  the  positions  with  full-time 
salaried  employees  if  possible.  Job  descriptions  must  retlect  duties  and  respon¬ 
sibilities  as  they  are  actually  performed  by  the  person  holding  the  position, 
whether  he  is  salaried  or  without  compensation. 

An  earnest  and  continuing  effort  is  made  to  find  a  fully  qualified  full-time 
salaried  employee  for  the  job.  If  and  when  we  are  successful  in  finding  a  quali¬ 
fied  full-time  salaried  employee  for  the  job,  an  appropriate  job  description  is  pre¬ 
pared  for  him.  Jobs  as  division  director  now  held  by  full-time  salaried  em¬ 
ployees  are  routinely  so  described. 

When  we  are  not  able  to  find  a  fully  qualified  full-time  salaried  employee  for 
the  job,  and  hence  have  to  fill  the  job  on  a  WOO  basis,  the  job  description  must 
be  drafted  to  reflect  the  duties  and  responsibilities  which  a  WOC  may  perform 
within  the  limits  of  congressional  policy  as  set  forth  in  the  Defense  Production 
Act  and  Executive  Order  10647. 

Question.  The  Civil  Service  Commission’s  report  tp.  4)  on  WOC's  states  that 
the  supporting  statements  showing  that  the  position  requires  a  person  of  out¬ 
standing  experience  and  ability,  that  the  appointee  has  the  outstanding  ex¬ 
perience  and  abiltiy  required  by  the  position  and  thsit  Commerce  has  been  unable 
to  find  a  person  who  can  fill  the  position  on  a  full-time  salaried  basis  were  not 
filed  by  the  time  the  survey  w’as  made.  How  could  you  certify  to  these  con¬ 
clusions  withoixt  these  statements? 

Answer.  The  Commission's  report  as  to  the  absence  of  written  validating 
statements  under  section  301  (b)  of  Executive  Order  10647  refers,  as  we  under¬ 
stand  it,  to  some  39  WOC  appointments.  Of  these,  19  were  per.sons  appointed 
prior  to  August  1,  1955,  the  effective  date  of  the  Defense  Production  Act  Amend¬ 
ments  of  1955,  and  hence  were  not  subject  to  section  301  (b)  in  accordance  with 
advice  from  the  Civil  Service  Commission. 

The  remaining  20  cases  involved  appointments  administratively  approved  by 
the  Secretary  in  accordance  with  the  Defense  Production  Act,  as  amended,  be¬ 
tween  August  1,  1955,  and  December  1,  1955,  the  day  on  which  the  Department 
received  Executive  Order  10647.  This  order  prescribed  a  new  requirement  as  to 
validating  statements  for  appointments  made  on  or  after  August  1,  1955. 

Action  was  taken  immediately  to  comply  with  this  requirement  with  respect 
to  all  new  appointments  thereafter  which  had  not  been  approved  by  the  Secretary 
prior  to  that  time.  It  was  not  understood  at  first,  however,  that  the  requirement 
applied  retroactively  to  appointments  effected  prior  to  receipt  of  the  Executive 
order  in  the  Department.  Subsequently,  the  Civil  Service  Commission  advi.sed 
the  Department  informally  that  the  requirement  applied  retroactively  to  such 
appointments.  Accordingly,  the  Department  proceeded  immediately  to  prepare 
formal  written  validation  statements  reflecting  administrative  actions  and  con¬ 
clusions  on  the  basis  of  which  the  appointments  in  question  had  been  made.  It  is 
important  to  emphasize  that  the  information  and  considerations  which  the  recent 
Executive  order  required  to  be  formalized  in  written  statements  were  in  every 
case  at  hand  at  the  time  appointments  of  WOC’s  were  approved  by  the  Secre¬ 
tary.  The  preparation  of  the  written  statements,  which  was  time-consuming, 
was  not  completed  when  the  Civil  Service  Commission  inspected  our  records. 
It  has  been  completed  since  that  time. 

Question.  Have  you  yet  complied  with  this  requirement  of  Executive  Order 
10647? 

Answer :  As  indicated  above,  this  requirement  of  Executive  Order  10647 
has  been  fulfilled. 

Question.  Would  you  please  supply  for  the  committee  copies  of  these  state¬ 
ments  for  each  of  the  WOC’s  now  on  your  roll? 

Answer.  A  copy  of  the  validating  statement  required  for  each  WOC  expert  or 
consultant  under  Executive  Order  10647  who  is  now  on  the  Department’s  rolls 
is  attached.  (Seep.  242.) 

Question.  I  see  from  your  letter  that  .vou  are  not  now  appointing  persons  as 
WOC’s  unless  they  are  receiving  from  their  private  employers  more  than  the 
amount  the  positions  would  pay.  I  also  understand  that  so  far  all  your  appoint¬ 
ments  have  been  positions  paying  less  than  $14,800.  Do  you  think  it  is  customary 
in  private  business  to  pay  a  person  of  outstanding  experience  and  ability  less 
than  $15,000? 

Answer.  It  is  difficult  to  answer  categorically  whether  it  is  customary  in  pri¬ 
vate  business  to  pay  a  person  of  outstanding  experience  and  ability  more  or  iess 
than  $15,0(K)  per  year.  Earnings  are  only  one  indication  of  outstanding  experi¬ 
ence  and  ability,  not  to  be  relied  upon  to  the  exclusion  of  other  considerations. 
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The  level  of  an  individual’s  earnings  is  often  affected  by  such  other  considera¬ 
tions  as  the  nature  of  the  industry,  and  size  and  ability  of  the  company  to  pay, 
and  the  particular  field  of  expertness  and  breadth  of  experience  of  the  indi¬ 
vidual.  It  is  a  fair  observation,  however,  that  with  few  exceptions  the  WOC’s 
employed  in  BDSA  have  been  men  who  in  pi’ivate  industry  were  earning  in 
excess  of  $15,000  per  year. 

Question.  Your  letter  indicates  that  you  have  not  had  difficulties  with  the 
problem  of  WOC’s  making  decisions  on  policy  matters.  Could  you  give  us  an 
example  of  the  kinds  of  decisions  which  the  WOC’s  have  turned  over  to  full-time 
salaried  employees  in  compliance  with  the  act? 

Answer.  Following  are  typical  examples  of  policy  decisions  which  are  made  by 
responsible  full-time  salaried  Government  officials  and  with  respect  to  which,  as 
provided  in  the  act,  the  WOC’s  role  is  limited  to  advising  such  officials: 

(a)  The  issuance  by  the  agency  of  orders  and  regulations  aimed  to  insure  the 
ju’ompt  delivery  of  materials  and  products  needed  for  current  military  and 
Atomic  Energy  Commission  production  and  construction  programs.  Such  regu¬ 
lations  establish  priorities  to  he  accorded  defense-rated  orders,  and  include  the 
.series  of  regulations  commonly  referred  to  as  the  defense  materials  system.  Of 
.similar  import  are  decisions  to  amend  and  modify  these  regulations  from  time  to 
time  as  circumstances  require. 

(h)  The  issuance  of  delivery  directives  pursuant  to  existing  regulations  and 
orders. 

(c)  The  establishment  of  set-asides  pursuant  to  existing  regulations  or  orders. 

(d)  The  granting  of  exceptions  and  adjustments  to  individuals  or  firms 
affected  by  existing  regulations  or  orders  in  a  manner  causing  undue  hardship 
not  suffered  by  others  in  the  industry. 

(e)  The  adoption  of  appropriate  standby  orders  and  regulations  for  promulga¬ 
tion  in  the  event  of  emergency. 

(f)  The  recommendation  of  expansion  goals  to  the  Office  of  Defense  Mobiliza¬ 
tion. 

Question.  In  your  letter  of  April  4  to  Senator  Fulbright  you  stated  that  there 
are  shortages  in  many  kinds  of  steel — particularly  heavy  sti’uctural  steel.  Your 
letter  also  indicates  your  belief  that  this  demand  will  continue  for  several  months 
but  ihat  you  do  not  believe  any  legislative  or  governmental  action  should  be  taken 
at  this  time.  The  Attorney  General’s  report  on  small  business  raises  questions 
about  the  allocations  of  scarce  materials  by  producers  and  recommends  that  an 
authoritative  economic  survey  be  made  on  the  current  method  of  distributing 
materials  in  short  supply  to  the  civilian  economy  and  the  effects  upon  the  opera¬ 
tions  of  small-business  firms.  Would  you  agree  that  such  a  survey  would  be 
desirable? 

Answer.  This  is  an  economy  of  free,  private  enterprise.  No  company  can  exist 
unless  it  satisfies  its  customers.  This  is  as  applicable  to  steel  producers  as  to  any 
other  manufacturers.  AVhile  steel  producers  today  can  route  their  products  to 
just  a  few  large  consumers  and  still  operate  at  100  percent  capacity,  this  just 
isn’t  the  way  business  operates. 

Business  looks  to  the  future  and  is  fully  cognizant  of  the  economic  fact  that 
customers  change  and  business  changes,  too.  Any  company  would,  as  a  matter 
of  self-interest,  be  bound  to  a  policy  of  spreading  its  products  as  widely  as 
possible  to  provide  a  cushion  against  economic  shifts.  So,  while  some  small 
businesses  may  be  suffering  from  lack  of  materials,  so  are  big  companies. 

The  distribution  of  products  by  private  producers  is  to  be  preferred  to  distribu¬ 
tion  by  Government  with  all  its  pitfalls,  preferences,  and  exceptions.  The  At¬ 
torney  General  in  the  report  cited  recognized  that  “the  present  economic  picture 
does  not  require  the  imposition  of  Government  controls  over  the  production  and 
distribution  of  raw  materials.”  He  concluded  that  a  power  of  allocation  limited 
to  assisting  small  businesses  would  be  impracticable  without  involving  complete 
allocation  over  particular  materials. 

It  is  our  observation  that  the  steel  Industry  is  extremely  competitive.  Its 
salesmen  are  constantly  seeking  to  add  new  customers  and  to  induce  present 
customers  to  increase  their  orders.  This  does  not  necessarily  mean  that  all 
customers  are  able  to  purchase  from  any  one  producer  all  the  tonnage  for  ship¬ 
ment  as  fast  as  they  would  like  to  have  It. 

As  to  the  share  of  steel  output  being  delivered  to  small  business,  we  do  have 
the  following  information :  The  normal  source  of  supply  for  small  business 
is  the  availability  of  steel  products  in  local  steel  distributors’  warehouses  We 
do  not  have  any  area  breakdown  of  such  distributors,  but  can  only  refer  to 
reports  submitted  by  the  American  Iron  and  Steel  Institute.  These  institute 
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reports  cover  approximately  97  percent  of  total  steel  production,  and  sRow 
a  good  continuing  supply  of  overall  steel  shipments  to  such  distributors.  These 
reports  are  broken  down  into  two  categories :  Shipments  of  steel  products  to 
distributors,  including  distributors  .serving  the  oil  and  gas  industry  and  ship¬ 
ments  to  distributors  excluding  the  oil  and  gas  industry.  The  reiative  figures 
of  such  shipments  for  the  years  1954,  1955,  and  January  and  February  of  1956 
are  as  follows : 

All  distributors,  1954:  11,999,470  tons,  equal  to  19  percent  of  the  total 
shipments  of  all  steel  products. 

Distributors  serving  industries  other  than  oil  and  gas,  1954  :  9,948,440 
tons,  or  15.75  percent  of  all  shipments. 

All  distributors,  1955 :  15,758,000  tons,  equivalent  to  18.6  percent  of  total 
shipments. 

Distributors  serving  industries  other  than  oii  and  gas,  1954:  13,561,614 
tons,  or  16  percent  of  total  shipments. 

In  the  months  of  January  and  February  1956,  shipments  to  all  distribu- 
tor.s,  including  oil  and  gas,  were  at  the  annual  rate  of  16,916,922  tons,  or 
at  the  projected  rate  of  18.73  percent  of  total  shipments.  Shipments  to 
the  steel  distributors,  excluding  oil  and  gas  industry,  were  at  the  annual 
rate  of  14,444,526  tons,  or  a  projected  rate  of  15.99  percent  of  total  .shipments. 

We  do  not  wi.sh  to  appear  as  opiwsing  the  obtaining  of  more  detailed  informa¬ 
tion  which  might  l)e  helpful  to  an  understanding  of  the  effect  on  business  of 
existing  distributive  techniques.  Any  such  a  survey  .should,  however,  take  into 
account  two  important  factors.  First,  it  should  be  made  crystal  clear  to  those 
who  are  surveyed  that  under  existing  laws  they  may  select  and  deal  with  their 
customers  as  they  deem;  appropriate  so  long  as  they  do  not  engage  in  concerted 
actions  or  discriminate  in  a  manner  declared  illegal.  No  implication  of  guilt 
should  be  allowed  to  arise  from  the  mere  conduct  of  a  survey.  Second,  any 
such  survey  should  be  conducted  in  a  manner  which  assures  that  adequate 
attention  is  given  to  needs  of  the  business  community  as  a  whole  rather  than 
devoting  disproportionate  attention  to  a  part  of  that  community. 

Question.  Along  with  such  shortages  have  grown  many  increases  in  the  price 
of  commodities  other  than  farm  products  and  food.  I  have  a  table  here  made 
up  from  the  BUS  publications  which  I  would  like  to  insert  in  the  record  at  this 
point.  This  shows  that  all  commodities  other  than  farm  products  and  food  have 
risen  from  an  index  of  118.2  for  1952  to  115.2  in  January  1955  to  119.2  in  Decem¬ 
ber  1955  and  to  121  as  the  pi’eliminary  figure  for  March  1956.  Many  individual 
items,  particularly  the  basic  materials  have  gone  up  much  more  sharply.  Copper 
ingot,  for  instance,  went  up  from  142.6  in  January  1955  to  204.4  in  December  1955 
to  2lk6  as  the  preliminary  figure  for  March  1956.  Do  you  expect  these  increases 
in  the  basic  materials  will  soon  be  reflected  in  the  cost-of-living  index? 

Answer.  There  are  too  many  factors  influencing  the  cost-of-living  index  to 
make  any  general  statement  of  the  possible  effect  of  recent  increases  in  basic 
materials  being  reflected  in  the  composite  index.  For  in.stance,  copper  which  you 
cite  has  recently  declined  considerably.  Productivity  increases  can  offset  price 
increases. 

Question.  I  notice  that  the  United  States  steel  annual  report  for  1955  discusses 
institutionalized  inflation  at  some  length.  It  attributes  this  inflation  to  two 
causes :  industrywide  labor  unions,  which  seek  to  outdo  each  other  in  elevating 
employment  costs,  and  the  Government  full-employment  iwlicy.  Is  it  your  view 
that  the  Government’s  full-employment  policy  is  undesirable? 

Answer.  It  is  our  view  that  the  Government’s  full-employment  policy  is 
desirable.  Certainly  employment  for  all  of  our  people  able,  willing,  and  seeking 
to  work  is  a  desirable  goal.  The  alternative,  of  a  surplus  labor  pool  which  would 
depress  labor  costs,  is  unthinkable.  With  proper  economic  climate,  private  ini¬ 
tiative  will  find  the  ways  and  means  of  increasing  employment  opportunities. 
We  believe  that  government  should  contril)ute  to  assuring  this  proi>er  economic 
climate.  For  example,  as  the  President  said  in  his  latest  economic  report: 

“Government  can  contribute  to  the  strengthening  of  competitive  enterprise 
through  monetary,  fiscal,  and  housekeeping  policies  that  promote  high  and  rising 
levels  of  economic  activity.” 

Question.  The  price  index  for  finished  steel  products  has  risen  from  127.2  for 
19.52  to  144.6  in  January  1955,  154.8  in  December  1955,  157.1  as  the  preliminary 
figure  for  March  1956.  The  new.spapers  contain  many  articles  and  speeches  indi¬ 
cating  that  the  price  of  steel  will  have  to  be  raised  still  further.  I  notice,  how¬ 
ever,  that  the  steel  companies  are  reporting  extraordinarily  fine  profits  for  1955 
and  the.  first  quarter  of  1956.  United  States  Steel  had  an  income,  after  taxes. 
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of  $370  million  for  1955,  almost  $100  million  better  than  any  previous  year. 
And  reports  for  the  first  quarter  of  1956  indicate  bigger  profits  than  for  the  same 
quarter  for  1955.  AVith  these  profits,  does  this  sound  to  you  like  a  sound  basis 
for  requesting  price  increases? 

Answer.  We  do  not  have  sufficient  Information  with  respect  to  the  steel 
industry  to  answer  such  a  question  even  if  we  considered  it  appropriate  or 
proper  to  express  a  view  on  the  soundness  of  a  request  in  the  near  fixture  for 
price  increases. 

The  situation  from  the  viewpoint  of  those  with  Intimate  knowledge  in  this 
matter  is  far  from  clear.  P'or  example,  the  I'resident  of  the  largest  steel  pro¬ 
ducer  is  reported  recently  as  stating  that  his  organization  does  not  contemplate 
any  general  advance  on  the  price  of  steel  mill  products  at  this  time.  He  further 
said :  “What  efleet  labor  negotiations  will  have  remains  to  be  seen.  All  I  can 
say  at  this  time  is  that  we  will  have  to  review  our  situation  in  the  light  of  the 
circumstances  as  they  then  exist.  In  the  meantime,  we  are  continuing  to  review 
individual  products  in  the  light  of  all  the  conditions  surrounding  the  products — • 
in  other  words,  comi)etitive  conditions  and  cost  relationships.  There  may  be 
1  or  2  changes  in  the  near  future.” 

On  the  other  hand,  a  high  official  of  another  large  producer  is  reported  as 
stating  that  there  was  a  good  improvement  in  earnings  in  the  first  quarter  of 
1956,  as  compared  with  the  similar  quarter  in  1955,  but  that  the  earnings  were 
not  satisfactory  in  view  of  steel  companies’  need  for  higher  earnings  to  help 
finance  expansion.  He  forecast  also  tliat  the  demand  next  year  will  be  higher 
than  this  year,  and  that  the  country  may  again  encounter  a  steel  shortage  and 
that  is  something  we  can’t  afford.  “Steel  producers  need  the  higher  prices,” 
he  emifiiasized,  “to  help  finance  the  cost  of  building  new  capacity,  which  is  needed 
to  avert  further  steel  shortages.”  He  said  the  time  is  approaching  when  the  i)ro- 
ducers  can  add  capacity  to  existing  plants.  Within  5  years,  he  went  on,  the 
industry  will  have  to  l>egin  building  new  plants.  His  own  company  definitely 
will,  he  added,  and  it  will  cost  “enormous  amounts  of  money.”  “Rutting  up  a 
2-milllon-ton.s-a-year  plant  would  cost  a  minimum  of  $650  million  and  as  we  can’t 
borrow  it  all  from  the  public,  it  means  we  have  got  to  earn  more  money  than 
we  are  doing  now,  and  one  way  to  do  it  is  to  get  higher  prices.” 

We  have  at  all  times  urged  manufacturers  to  watch  their  pricing  policies — 
not  to  take  advantage  of  scarcity  to  make  exorbitant  profits.  But  it  is  up  to 
management  to  determine  their  policies,  to  not  only  earn  a  fair  return  on  their 
investment,  and  to  pay  good  wages;  but  to  lU’ovlde  the  capital  out  of  earnings 
to  replace  and  rebuild,  and  expand  the  facilities,  much  of  which  is  outmoded 
and  worn  out. 

Senator  Freak.  There  is  a  question  I  would  like  to  ask.  It  Avas 
brought  out  when  Dr.  Flemming  was  here  on  Monday,  Mr.  Secretary, 
when  the  chairman  of  the  subcommittee  asked  Dr.  Flemming  about 
transportation  orders  T-1  and  T-2.  He  was  not  too  familiar  with 
these  orders,  hut  suggested  that  you  might  be  able  to  tell  us  something 
about  them. 

Secretary  "Weeks.  "Well,  the  T-1  and  T-2  orders  were  originally 
issued  in  1950.  "We  are  proceeding  under  those  orders  today  as  was 
the  case  Avdien  they  were  first  inaugurated.  They  are  issued  under  the 
authority  contained  in  seetion  101,  and  they  are  aimed  toAvard  pre- 
A’enting  materials  or  products  from  going  to  China,  IMacao,  and  so  on — 
Communist  Chinese  countries  or  ports  nearby — in  American  bottoms 
or  on  American  aircraft  from  Avhate\’er  source  they  may  originate. 
IVe  are  proceeding  under  the  orders  as  they  Avere  originally  issued 
and  going  ahead  and  trying  to  do  a  job  in  that  area. 

In  1953,  Avhen  the  House  of  Representatives  amended  the  Defense 
Production  Act  by  accepting  the  jiroposed  Avording  of  section  101  (b) , 
as  it  noAv  reads,  the  Committee  on  Banking  and  Currency  stated  with 
respect  to  these  two  orders : 

Under  the  authority  in  title  I  of  the  act  the  Secretary  of  Commerce  in  1950 
issued  orders  prohibiting  the  transportation  in  ships  or  aircraft  of  commodities  to 
Soviet  bioc  countries,  Hong  Kong,  Macao,  or  to  Communist  China.  These  orders 
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are  identified  as  T-1  and  T-2.  Your  committee  does  not  intend  by  the  language 
of  subsection  101  (b)  to  indicate  disapproval  or  limitation  in  any  manner  of  the 
authority  such  as  that  exercised  by  the  Department  of  Commerce  in  allocating 
facilities  under  the  act  so  as  to  prohibit  carriage  by  ships  documented  under 
United  States  laws  or  aircraft  registered  under  United  States  laws  to  Soviet 
bloc  countries,  Hong  Kong,  or  Macao,  or  movement  by  such  ships  or  aircraft  to 
Communist  China.  On  the  contrary,  the  committee  considers  such  action  bene¬ 
ficial  and  its  continuance  necessary.  (P.  5,  Defense  Production  Act  amendments 
of  19.53,  report  from  the  Committee  on  Banking  and  Currency,  H.  Kept.  516,  83d 
Cong.,  1st  sess.) 

Senator  Freae.  Your  department  is  thoroughly  familiar  with  the 
objects  of  the  orders? 

Secretary  Weeks.  Yes,  sir.  We  are  administering  the  orders  to- 

Senator  Freak.  May  I  emphasize,  Mr.  Secretary,  that  I  sincerely 
hope  that,  as  far  as  you  feel  free  to  do  so,  you  will  amplify  your 
answers  to  the  questions  that  have  been  submitted.  It  does  lend  a 
great  advantage  to  the  floor  manager  of  this  bill  should  he  be  ques¬ 
tioned  on  the  floor.  Knowing  the  past  history  and  past  record  of 
some  of  the  sections  involved  in  this  extension,  you  can  appreciate 
the  fact  that  we  would  like  to  be  well  equipped. 

Secretary  Weeks.  Mr.  'Chairman,  do  you  want  me  to  just  glance 
down  the  list  of  questions  and  answer  those  I  want  to  answer  now  or 
suggest  that  I  supply  the  answers  ? 

Senator  Frear.  The  chairman  of  the  subcommittee  would  certainly 
like  to  extend  to  you  the  opportunity  and  privilege  of  answering  as 
you  would  desire,  either  now  or  later. 

Secretary  Weeks.  I  will  just  run  down  them. 

Senator  Freae.  While  you  are  doing  that.  Senator  Bennett  can  be 
brought  up  to  date  on  what  has  happened  thus  far  this  morning. 

Secretary  Weeks.  Mr.  Chairman? 

Senator  Frear.  Mr.  Secretary. 

Secretary  Weeks.  Obviously,  I  can  give  you  some  information  on 
these  questions,  but  equally  obviously  I  can  do  a  better  job  if  I  may 
take  advantage  of  jmur  suggestion  and  supply  the  information.  We 
can  do  it  very  promptly. 

Senator  Frear.  Ihu  certainly  may,  and  we  would  not  consider  it 
taking  any  advantage  of  the  committee,  only  the  advantage  and  oppor¬ 
tunity  offered,  sir.  We  do  want  to  be  in  a  position — I  am  a  bit  reluc¬ 
tant  to  emphasize  this  time  after  time,  but  there  are  Members  of  the 
Senate  who  are  much  more  familiar  with  the  jirocesses  of  legislation 
around  here  than  is  the  junior  Senator  from  Delaware.  There  was 
never  a  time  when  he  has  found  too  much  information  available  to 
fortify  himself  in  ])rotecting  the  interests  of  the  bill  that  he  has  before 
them,  and  he  wonld  like  to  be  well  fortified,  sir. 

Secretary  Weeks.  I  am  sure  of  that,  sir. 

Senator  Frear.  Although  Senator  Bennett  is  not  a  member  of  the 
subcommittee,  Mr.  Secretary,  I  hope  you  will  offer  no  objection  to  a 
statement  that  the  chairman  of  the  subcommittee  would  like  to  make 
at  this  time  in  expressing  that  the  Senator  from  Utah  be  given  the 
privilege  of  supplying  for  the  record  his  thoughts  and  views,  not  only 
regarding  his  own  amendment  but  the  amendment  offered  in  bill  form 
by  the  Senator  from  Connecticut. 

Senator  Bennett.  I  will  try  to  get  that  in,  Mr.  Chairman,  as  soon 
after  the  first  of  the  week  as  possible,  so  as  not  to  delay  the  committee. 
I  appreciate  the  opportunity,  Mr.  Chairman  and  Senator  Bush. 
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Senator  Frear.  If  there  is  nothing  else,  INIr.  Secretary  and  members 
of  your  staff,  may  we  express  our  appreciation  for  the  time  that  you 
have  given  to  this,  we  feel,  very  important  piece  of  legislation,  and 
we  hojie  that  the  snbcommittee  and  the  full  committee  and  the  Con¬ 
gress  will  act  in  accordance  with  the  best  interests  of  the  Department 
and  the  counti-y  as  a  whole.  AVe  are  grateful  to  you  for  your  time 
and  effort  in  being  here  this  morning  and  giving  us  the  advantage  of 
your  knowledge  and  background  on  the  subject. 

Secretary  AVeeks.  Thank  you  very  much.  Air.  Chairman.  AVe  will 
come  back  if  you  want  us. 

Senator  Frear.  I  have  an  additional  statement  from  Senator  Ben¬ 
nett  for  the  record. 

(The  statement  referred  to  follows :) 

Additional  Statement  by  Wallace  F.  Bennett,  a  United  States  Senator 

From  the  State  of  Utah 

Mr.  Chairman,  following  the  statement  I  made  before  your  suhcoinmittee  pro¬ 
posing  the  adoption  of  an  amendment  to  S.  .‘?407,  Dr.  Arthur  Flemming,  Director 
of  the  Office  of  Defense  Alohilization,  the  Senator  from  Connecticut,  Mr.  Bush, 
and  I  engaged  in  discussion  concerning  my  amendment.  In  the  course  of  this 
discu.ssion  Mr.  Flemming  indicated  his  support  of  the  amendment  and  Senator 
Bush  his  opposition. 

The  amendment  has  been  interpreted  l)y  Senator  Bush  as  a  “dagger  pointed 
at  the  heart  of  New  England'’  and  as  substituting  a  “meat-ax  approach”  for  pres¬ 
ent  i)rocedures  in  connection  with  industrial  dispersal.  The  amendment  has 
also  been  interpreted  as  establishing  geographical  disiiersal  as  the  “controlling 
factor”  in  industrial  plant  location. 

The  purpose  of  the  amendment  is  to  have  Congress  make  a  declaration  of 
policy  with  regard  to  industrial  dispersal.  I  stated  that  I  felt  it  would  be  well 
for  Congress  to  supi)ort  aflirmatively  a  program  which  the  Executive  now  ad¬ 
ministers.  I  stated  further  that  I  felt  Congress’  past  failure  to  speak  out  on 
this  important  matter  has  redu<!ed  the  effectiveness  of  our  industrial  dispersal 
program.  Dr.  Flemming  agreed  that  “if  we  are  going  to  make  substantial  and 
intelligent  progress  in  dealing  with  this  very  important  problem,  that  it  is  neces¬ 
sary  for  the  executive  branch  and  the  legislative  branch  to  work  as  partners  in 
connection  with  it.” 

The  amendment  does  not  apply  the  principle  of  Industrial  disper.sal  to  exist¬ 
ing  industries.  It  does  state  that  in  the  construction  of  future  facilities  or  in 
the  expansion  or  improvement  of  industrial  facilities  in  which  the  Government 
renders  financial  assistance  and  in  the  procurement  of  goods  and  services  the 
executive  branch  .shall  under  the  coordination  of  the  Office  of  Defense  Mobiliza¬ 
tion  apply  the  principle  of  geographical  dispersal  to  the  greatest  practical  extent 
consistent  with  existing  law. 

This  does  not  mean  geographical  di.spersal  is  the  only  factor  to  be  considered : 
but  it  does  mean  that  Congress  insists  it  be  considered.  ODM.  as  Dr.  Flemming 
clearly  indicated,  would  continue  to  handle  decisions  of  this  tyiKJ  on  a  case-by¬ 
case  basis.  Due  consideration  would  continue  to  be  given  to  all  other  factors. 

Senator  Bush  said  in  the  hearings,  “I  have  a  great  deal  of  confidence  in  the 
discretion  of  the  Office  of  Defense  Mobilization  and  the  armed  services  in  con¬ 
nection  with  this  matter,  and  I  think  they  have  acknowledged  very  wisely  in¬ 
deed  the  situation.”  ODM  and  the  armed  services,  as  well  as  the  other  executive 
agencies,  would  continue  to  make  the  actual  decisions.  My  amendment  does 
not  change  that  procedure  at  all.  But  in  asserting  its  interest  in  industrial 
dispersal  formally.  Congi-ess  would  reinforce  the  executive  in  its  efforts  to 
achieve  a  balanced  industrial  dispersal  program.  A  declaration  of  policy  by 
Congress  would  also  indicate  to  the  American  public  that  it  was  solidly  behind 
industrial  dispersal. 

Should  .some  agency  in  the  executive  bi'anch  fail  to  give  consideration  to 
geograifiiical  disfiersal  as  a  factor  in  locating  a  new  facility,  Congress  could, 
under  my  amendment,  a.sk  for  an  accounting.  Tliis  does  not  mean,  however, 
dispersal  would  be  controlling.  If  the  agency  could  show  there  w'ere  overriding 
reasons  for  not  dispersing  in  a  particular  case.  Congress,  I  am  sure,  would  not 
quarrel  with  the  decision. 
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I  have  as  much  confidence  in  my  colleages  in  Congress  as  I  do  in  the  officials 
of  the  executive  branch,  and  I  believe  they  would  both  ixit  national  interests 
before  sectional  interests.  1  am  sure  Congress  has  no  desire  to  “second  guess” 
officials  in  the  executive  agencies.  I  do  not  believe  Federal  money  should  be 
used  to  build  new  industrial  facilities  in  industrial  areas  already  too  concen- 
ti’ated  unless  there  are  overriding  considerations,  such  as  when  disper.sal  would 
result  in  undue  delay  in  procurement  of  a  critical  item. 

I  have  consistently  maintained  that  we  cannot  think  in  terms  of  moving 
existing  industry  to  effect  dispersal.  To  do  that  would  be  unwise  and  econom¬ 
ically  foolish.  I  do  believe,  however,  we  should  apply  the  principle  of  geograph¬ 
ical  dispersal  to  future  construction  in  which  the  Government  renders  assist¬ 
ance.  This,  it  seems  to  me,  is  a  minimum  effort  in  view  of  our  present  vulner¬ 
ability  and  the  dawn  of  the  intercontinental  ballistic  missile  -with  a  hydrogen 
warhead.  I  believe  the  majority  of  the  Congress  will  share  my  opinion  that 
this  is  a  realistic  but  effective  approach  to  dispersal. 

I  am  not  impressed  with  the  argument  that  merely  because  the  Executive 
has  a  program  of  industrial  dispersal  that  Congress  should  be  silent  or  concur 
only  tacitly.  IMuch  of  Congress’  time  is  spent  considering  tax  legislation,  appro¬ 
priations  for  construction,  and  appropriations  for  military  procurement  pro¬ 
grams.  To  continue  to  do  this  without  asserting  our  policy  wuth  regard  to 
industrial  dispersal,  which  is  directly  related  to  each  of  these  legislature  activi¬ 
ties,  seems  unrealistic.  I,  for  one,  would  like  to  feel  that  as  vast  sums  of  Fed¬ 
eral  money  are  expended  for  these  purposes  I  have  mentioned,  and  that  as 
we  accord  tax  advantages  to  industries,  we  are  in  return  getting  results  which 
justify  the  costs  and  efforts,  results  which  may  ultimately  spell  survival  for 
millions  of  Americans  in  the  event  of  an  atomic  attack.  I  can  see  no  reason 
for  Congress  to  remain  silent  with  so  much  at  stake. 

Senator  Frear.  Without  objection,  the  departmental  reports,  these, 
letters,  and  other  documents  will  be  placed  in  the  record. 

(Departmental  reports  received  follow:) 

The  Secretary  of  Commerce, 
Washington,  D.  O.,  April  20, 1956. 

Hon.  .T.  W.  Fulbright, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington  25,  D.  C. 

Dear  Mr.  Chairman  :  This  letter  is  in  reply  to  your  rwiuests  of  April  25,  1956, 
with  respect  to  S.  2879,  and  an  amendment  to  S.  3407  (the  Defense  Production 
Act  extension)  intended  to  be  proposed  by  Senator  Dennett.  Both  proposals 
expre.ss  the  policy  of  the  Congress  that  Government  construction,  procurement, 
and  financial  assistance  should  be  so  used  as  to  secure  dispersal  of  our  industrial 
potential. 

S.  2879  is  concerned  only  with  activities  of  the  Department  of  Defense  and 
does  not  refer  to  existing  law  while  the  proposed  amendment  to  S.  3407  relates 
to  all  agencies  of  the  executive  branch  and  would  amend  section  2  of  the  Defense 
Production  Act.  Since  “procurement”  effective  for  the  purposes  of  these  bills 
is  not  a  function  performed  under  the  Defense  Production  Act,  reference  thereto 
in  S.  3407  would  appear  to  be  inappropriate. 

Although  this  Department  is  of  the  opinion  that  it  would  be  unnecessary  to 
provide  guidance  on  the  subject  of  dispersal  and  carrying  out  the  Defense  Pro¬ 
duction  Act  in  view  of  present  practices  of  the  executive  branch,  a  congressional 
statement  of  the  importance  of  dispersal  would  be  helpful  in  securing  public 
cooperation. 

It  should  be  noted  that  the  January  1956,  Defense  Mobilization  order  (first 
promulgated  in  1951)  provides  : 

“It  is  the  policy  of  the  United  States  to  encourage  and,  when  appropriate,  to 
require  that  new  facilities  and  major  expansions  of  existing  facilities  important 
to  national  security  be  located,  insofar  as  practicable,  so  as  to  reduce  the  risk 
of  damage  in  the  event  of  attack ;  and  to  encourage,  and,  when  apiiropriate,  re¬ 
quire  the  incorporation  of  protective  construction  features  in  new  and  existing 
facilities  to  provide  resistance  to  weapons  effects  suitable  to  the  locations  of  said 
facilities.” 

Under  both  the  1951  policy  statement  and  1956  Defense  Mobilization  Order 
1-19,  the  Federal  Government  has  made  dispersion  of  new  defense  supporting 
plants  a  major  consideration  in  granting  such  defense  production  assistance  as 
rapid  tax  amortization  and  defense  loans. 
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Under  Defense  Mobilization  Order  1-19,  “The  Department  of  Commerce  (Ofllce 
of  Area  Development)  is  responsible  for  providing  guidance  and  assistance  to 
departments  and  agencies  of  the  Federal  Government,  to  industry,  public  and 
private  iiersons  and  organizations  including  local  dispersion  committees,  in  the 
application  of  the  policy  and  criteria  contained  herein.”  Under  this  policy  every 
effort  is  made  to  insure  that  the  greatest  possible  disiiersal  consonant  with  pro¬ 
duction  re(inirements  is  achieved. 

Your  committee  has  also  referred  to  this  Department  S.  28.57  which  would 
amend  the  Defense  Production  Act  and  the  act  of  September  30,  19.50,  to  author¬ 
ize  Federal  assistance  in  the  event  of  major  disasters  (64  Stat.  1109),  with 
respect  to  procurement  in  major  disaster  areas.  Again  the  Department  would 
Interpose  no  objection  to  the  adoi)tion  by  the  (''ongress  of  an  expression  of  the 
sense  of  the  Congress  that  major  disaster  areas  would  receive  assistance  through 
Federal  procurement  contracts,  although  again  we  believe  such  an  expression 
would  merely  constitute  congressional  endor.sement  of  a  firm  polic.v  of  this 
administrati(')n.  Section  2  of  S.  2857  which  would  amend  the  act  of  September 
30,  1950,  appears  to  be  adeipiate  and  appropriate  for  this  purpose.  As  noted 
above,  amendment  to  the  Defense  Production  Act  with  respect  to  i)rocurement 
as  provided  elsewhere  in  the  bill  appears  inappropriate  since  P^deral  procure¬ 
ment  generally  is  not  affected  under  this  act. 

We  wish  to  make  clear  our  belief  that  disaster  relief  and  Industrial  dispersal 
must  never  be  made  completely  governing  criteria  of  action  taken  by  the  Federal 
Government  particularly  when  national  defense  is  involved.  Although  both  are 
extremely  important,  the  exigencies  of  national  defen.se  may  re<iuire  subordina¬ 
tion  of  these  criteria  to  more  critical  demands.  For  this  reason  the  Depart¬ 
ment  would  strongly  recommend  against  enactment  of  any  of  these  proposals 
if  it  might  be  construed  to  establish  a  condition  precedent  to  action  under  the 
Defense  I'roduction  Act  by  the  executive  branch.  For  example,  such  a  limita¬ 
tion  on  action  which  may  be  necessary  under  title  I  of  the  Defense  Production 
Act — Priorities  and  Aliocations — would  render  these  important  emergency 
powers  of  (piestionable  value. 

The  Dei)artment  would  interpose  no  objection  to  the  enactment  of  congressional 
statement  of  pcdicy  consistent  with  the  views  expressed  above. 

Sincerely  yours. 


Sinclair  Weeks, 
Secretory  of  Commerce. 


Small  Bi’siness  Administration, 

Ofice  of  the  Administrator, 
Wn.’ihhigton,  7).  C.,  .\prU  21,  W5G. 

Re  S.  2879,  to  promote  tbe  dispersal  of  industrial  facilities  in  tbe  interest  of 
national  defense. 

Hon.  ,7.  W.  FriAiRiGHT, 

Chnirmon.  Committee  on  Banlino  und  Cvrrowy, 

United  States  Senate,  Washim/ton,  I).  C. 

Dear  Senator  Fulbrigiit  :  This  is  in  further  reference  to  your  letter  of  Janu¬ 
ary  12,  19.56,  reiiuesting  our  views  and  comments  on  the  above-named  bill. 

The  Small  Business  Administration  is  fully  in  accord  ivith  the  objectives  of 
the  proposed  bill,  S.  2879.  We  recognize  that  the  dispersal  of  industrial  facilities 
is  most  important  to  national  defense.  In  this  connection  it  is  relevant  to  note 
that  to  the  extent  it  is  possible  to  strengthen  the  economic  position  of  small  busi¬ 
nesses  generally,  a  natural  dispersal  of  Industry  is  achieved  be<;ause  of  the  ubiqui¬ 
tous  nature  of  small  business. 

Section  2  of  the  proposed  bill  provides  that  in  connection  with  Government 
financial  assistance  and  the  procurement  of  goods  and  services  the  Department 
of  Defense  and  its  subdepartments  shall  apply  the  j)rinciple  of  geographical  dis¬ 
persal  of  industrial  facilities.  Consideration  should  be  given,  we  suggest,  to 
rewording  this  section  so  that  the  propo.sed  legislation  applies  to  all  Government 
procurement  agenc-ies  and  all  Government  agencies  rendering  financial  assistance. 

The  Bureau  of  the  Bud.get  has  no  objection  to  the  submission  of  this  report. 
As  requested,  five  copies  of  our  reply  are  enclosed. 

Sincerely  yours, 


Wendell  B.  Barnes,  Administrator. 
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Treasury  Department, 
Washington,  D.  C.,  January  24, 1956. 


Hon.  J.  W.  Fulbrigiit, 

Chairman,  Committee  on  Banicing  and  Currency, 
United  States  Senate,  Washington,  D.  C. 


My  Dear  Mr.  Chairman  :  Reference  is  made  to  your  request  for  the  views  of 
this  Department  on  S.  2S79,  to  promote  the  dispersal  of  industrial  facilities  in 
the  interest  of  national  defense. 

The  bill  would  declare  it  to  be  the  policy  of  the  Congrress  to  promote  the  geo¬ 
graphical  dispersal  of  industrial  facilities  of  the  United  States  in  the  interest 
of  national  defense.  It  would  further  require  the  Department  of  Defense  to 
apply  the  dispersal  principle  in  the  construction  of  Government-owned  industrial 
facilities,  in  the  rendition  of  financial  assistance  for  construction  of  industrial 
facilities,  and  in  the  procurement  of  goods  and  services. 

The  proposed  legislation  would  not  appear  to  be  of  primary  interest  to  this 
Department  and  it  has  no  comments  to  make  on  the  general  merits  of  the  bill. 

Very  truly  yours. 


Fred  C.  Scribner,  Jr., 

General  Counsel. 


Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington  25,  D.  C.,  May  1, 1956. 


Hon.  J.  W.  Fulbright, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington  25,  D.  C. 


My  Dear  Mr.  Chairman  :  This  is  in  reply  to  Mr.  Yingling’s  letter  of  January  11, 
1956,  requesting  the  views  of  this  office  with  respect  to  S.  2857,  a  bill  to  provide 
for  Federal  procurement  of  materials  and  supplies  in  major  disaster  areas,  and 
for  other  purposes. 

The  Bureau  of  the  Budget  favors  the  objectives  of  the  bill.  However,  we 
would  like  to  call  to  your  attention  the  technical  amendments  suggested  by  the 
Office  Defense  Mobilization,  the  Departments  of  Defeu.se  and  Commerce,  General 
Services  Administration,  and  Federal  Civil  Defense  A.dministration. 

Sincerely  yours. 


Percy*  Rappaport,  Assistant  Director. 


Department  of  the  Air  Force, 

Office  of  the  Secretary*, 
Washington,  D.  C.,  April  30,  1956. 

Hon.  J.  W.  Fulbright, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate. 

Dear  Mr.  Chairman  :  Reference  is  made  to  your  request  to  the  Secretary  of 
Defense  for  the  views  of  the  Department  of  Defense  with  respect  to  S.  2857, 
84th  Congress,  a  bill  to  provide  for  Federal  procurement  of  materials  and  sup¬ 
plies  in  major  disaster  areas,  and  for  other  purposes.  The  Secretary  of  Defense 
has  delegated  to  this  Department  the  responsibility  for  expressing  the  views  of 
the  Department  of  Defense. 

The  purpose  of  the  bill  is  to  provide  for  Federal  procurement  of  materials  and 
supplies  in  major  disaster  areas  in  order  that  such  areas  may  be  rehabilitated 
and  restoi'ed  to  normal  conditions  as  expeditiously  as  possible,  so  as  to  maintain 
a  broad  potential  base  for  economic  mol)ilization.  This  purpose  would  be  accom¬ 
plished  by  the  President’s  authorizing  an  arrangement  for  immediate  awards,  to 
the  maximum  practicable  extent,  of  negotiated  contracts  for  the  procurement  of 
materials  or  services  needed  by  the  Federal  Government,  to  victims  in  the  major 
disaster  area  capable  of  fulfilling  such  contracts  in  a  satisfactory  manner. 

The  Department  of  Defense  interposes  no  objection  to  the  purpo.se  of  the  pro¬ 
posed  legislation  but  desires  to  point  out  that  sulistantial  clarification  of  the 
language  therein  is  essential  to  proper  understanding  and  practicable  adminis¬ 
tration  of  the  law. 

Section  3  of  the  Act  To  Authorize  Federal  Assistance  to  State  and  Local  Gov¬ 
ernments  in  Major  Disasters  (64  Stat.  1109),  which  would  be  amended  by  sec- 
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tion  2  (a)  of  the  proposed  legislation,  states  that  “♦  *  ♦  Federal  agencies  are 
hereby  anthorized  when  directed  bp  the  President  to  provide  assistance  ♦  * 
Thus,  the  phrase,  “in  the  opinion  of  the  President”  appearing  in  line  2,  page  4,  is 
redundant  and  its  use  introduces  an  and)iguity  which  could  be  dispelled  by  its 
omission.  (Italics  supplied.) 

The  words  “and  directed”  in  the  projjosed  new  section  714  of  the  Defense 
Production  Act  provide  for  a  mandate,  which  provision  is  iuconosistent  with  the 
language  contained  in  section  3  of  the  act  cited  in  the  preceding  paragraph 
hereof.  The  proposed  new  section  714  would  also  authorize  negotiated  contracts 
“to  the  maximum  practicable  extent.”  This  language  would  apparently  author¬ 
ize  a  100-percent  setaside  on  proi)er  determination  by  the  contracting  officer. 
The.  bill  should  indicate  whether  this  procedure  is  contemplated  and  that  the 
contracting  officer’s  determination  is  final,  even  though  not  supported  by  a 
finding  of  the  best  price  obtainable  elsewhere  based  on  a  test  of  the  market 
through  formal  advertising.  Also,  the  language  in  that  .section,  “notwithstand¬ 
ing  any  provision  of  law  to  the  contrary,”  provides  extraordinary  authority. 
The  Department  of  Defense  interprets  this  language  as  permitting  the  right  to 
negotiate  as  well  as  the  granting  of  a  price  differential  to  disaster  area  victims, 
although  the  appropriation  acts  of  recent  years  have  contained  provisions  pro¬ 
hibiting  differentials  for  the  purpo.se  of  relieving  “economic  dislocations.”  If 
only  the  former  interpretation  is  intended  to  apply,  namely,  the  right  to  nego¬ 
tiate,  then  we  believe  the  language  should  be  clarified. 

The  itroposed  new  section  714  also  sets  forth  several  criteria  which  would 


appear  to  be  difficult  of  application  without  more  specific  direction  or  guide¬ 
lines  to  make  the  necessary  determinations  practicable.  It  lu-ovides  that  awards 
are  to  be  made  to  rietiins  of  such  major  disaster,  when  such  victims  are  capable 
of  fuifUlhip  such-  contracts  in  a  satisfactory  manner.  The  term  “victims  of  such 
major  disaster”  is  not  defined,  and  as  a  restilt  a  number  of  ambiguities  are 
created  which  should  be  resolved.  For  example:  Is  any  ])ot'pntial  contractor 
eligible  for  an  award  as  a  “victim  of  such  major  disaster"  if  it  has  a  place  of 
business  in  the  disaster  area,  or  must  damage  be  suffered  by  such  potential 
contractor  in  order  to  qualify  for  an  award?  If  damage  niuk  be  suffered  in 
order  to  qualify  as  a  victim,  what  is  the  objective  test  of  the  extent  of  damage 
to  merit  the  classification  of  “victim  of  such  major  di.saster”?  Another  am¬ 
biguity  is  created  by  use  of  the  term  “eapal)le  of  fulfilling  such  contracts  in  a 
satisfactory  manner.”  For  example:  Is  a  victim  capable  of  fulfilling  such  a 
contract  if  part  of  his  caiiabilities  lie  outside  the  disaster  area?  To  l>e  capable 
of  fulfilling  the  contract  satisfactorily,  must  the  contract  be  performed  entirely 
in  the  disaster  area,  or  if  not,  is  there  a  limit  to  the  amount  of  performance 
which  may  be  accomplished  outside  the  di.sa.ster  area?  (Italic  supplied.) 

The  proposed  legislation  seeks  to  amend  two  separate  acts  in  order  to  pro- 
A'ide  for  relief  in  disaster  areas.  The  conditions  for  relief  in  disaster  areas. 
The  conditions  for  relief  under  the  proposed  amendment  to  the  Defense  Act  of 
19.50,  as  amended,  are  considerably  more  restrictive  than  the  conditions  pre¬ 
scribed  for^  relief  umhu-  tbe  proposed  amendment  to  I’ublic  Law  87.5,  81st  Con¬ 
gress  (64  Stat.  1109,  as  amended).  Thi.s  difference  in  conditions  for  relief  may 
raise  numerous  questions  relating  to  priorities  and  discrimination  between  “vic¬ 
tims  of  such  major  disaster  capable  of  fulfilling  such  contracts  in  a  satisfactory 
manner”  and  a  “private  enterprise  engaged  in  business  in  the  area  affected  by 
such  major  di.sa.ster”  which  is  not  a  victim.  If  there  is  a  basis  for  the  distinction 
between  section  1  (b)  and  .section  2  (a)  of  S.  2857,  such  basis  should  be  stated 
for  clarification  of  legislative  intent.  If  there  is  no  basis  for  the  distinction, 
similar  language  should  be  employed  to  describe  entitites  eligible  for  award  of 
contracts  under  both  act.s,  or,  in  the  alternative,  consideration  should  lie  given 
to  the  advisability  of  eliminating  the  proposed  amendment  in  .section  1  (b) 
of  the  propo.sed  legislation  which  adds  a  new  section  714  to  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended.  Elimination  of  tbe  proposed  section  1  (b) 


is  permanent  legislation. 

The  proposed  legislation  will  probably  have  a  budgetarv  effect  since  the  award 
of  contracts  under  its  provisions  could  result  in  the  payment  of  prices  in  excess 
of  those  which  would  otherwise  be  necessary. 

Tdiis  report  has  been  coordinated  within  the  Department  of  Defense  in  ac¬ 
cordance  with  procedures  prescribed  by  tbe  Secretary  of  Defense. 


DEFENSE  PRODUCTION  ACT  AJMENDMENTS  OF  1956  119 


The  Bureau  of  the  Budget  has  advised  that  there  is  no  objection  to  the  sub¬ 
mission  of  this  report. 

Sincerely  yours, 


Donau)  a.  Quarles. 


General  Services  Administration, 
Washington  25,  D.  C.,  April  30,  1956. 

Re  bill  S.  28.57. 

Hon.  J.  W.  Fulbkight, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington  25,  D.  C. 

Dear  Mr.  Chairman  :  Your  letter  of  January  11,  1956,  invited  the  opinion 
of  the  Geuerai  Services  Administration  as  to  the  merits  of  S.  2857,  to  provide 
for  Federal  procurement  of  materials  and  supplies  in  major  disaster  areas,  and 
for  other  purposes. 

While  GSA,  for  reasons  indicated  hereafter  in  this  letter,  makes  no  recom¬ 
mendation  either  for  or  against  enactment  of  S.  2857,  nevertheless  we  will 
make  note  of  certain  iioints  which  we  trust  will  be  of  aid  to  your  committee  in 
its  consideration  of  this  iegislative  proposai. 

The  biil  would  amend,  by  section  1,  the  Defense  Production  Act  of  1950,  as 
amended,  and  by  section  2,  the  act  to  authorize  Federal  assistance  to  States  and 
local  governments  in  major  disasters,  and  for  other  purposes,  approved  Sei> 
tember  30,  1950,  as  amended.  We  will  discuss  these  two  amendments  separately. 

The  proposed  amendment  to  the  Defense  Production  Act  of  1950  states  as  its 
purpose  the  maintenance  of  a  broad  iwtential  base  for  economic  mobilization, 
and  provides  that,  upon  the  occurrence  of  a  major  disaster  as  defined  in  the 
aforementioned  act  of  September  30,  1950,  in  any  area  which  is  an  important 
source  of  goods  or  services  needed  in  the  event  of  economical  mobilization, 
immediate  awards  shall  be  made,  to  the  maximum  practicable  extent,  of  negoti¬ 
ated  procurement  contracts  to  victims  of  the  disaster  capable  of  fulfilling  such 
contracts  in  a  satisfactory  manner. 

It  is  difficult  to  see  what  addition  of  substance  the  proimsed  amendment  would 
make  to  the  provisions  of  presently  effective  Supplement  1,  Defense  Moltilizatiou 
■Order  VII-7  (20  F.  R.  6259),  as  amended,  in  operations  under  which  contracts 
are  negotiated — other  than,  of  course,  the  furnishing  of  an  express  statutory 
basis  for  the  procedures  in  effect  under  such  supplement.  Furthermore,  the 
supplement  is  explicit  on  a  point  on  which  the  proposed  statutory  amendment 
is  not  clear,  namely,  that  procurement  agencies  shall  use  their  l)est  efforts,  not 
only  to  award  procurement  contracts  to  contractors  located  in  disaster  areas, 
luit  aLso  “to  encourage  prime  contractors  to  award  subcontracts  to  firms  in 
those  areas.” 

The  duration  of  the  procurement  provision  embodied  in  the  proposed  amend¬ 
ment  to  the  Defense  Production  Act  of  1950  is  not  clear.  Such  amendment  is 
in  the  form  of  a  new  section  714,  which  wouid  be  part  of  title  VII,  of  the  Defense 
Production  Act  of  1950.  Section  717  (a)  of  that  act  now  has  in  it  the  following: 

“Title  I  (except  sec.  104),  title  III,  and  title  VII  (except  sec.  714)  of  this 
Act,  and  all  authority  conferred  thereunder,  shall  terminate  at  the  close  of  June 
30,  1956.  Section  714  of  this  Act,  and  all  authority  conferred  thereunder,  shall 
terminate  at  the  close  of  July  31,  1953.” 

The  reference  to  section  714  is  to  the  former  section  714  of  the  act,  relating  to 
the  Small  Defense  Plants  Administration,  which  is  no  longer  in  effect.  Your 
committee,  should  it  see  fit  to  report  favorably  upon  S.  2857,  will  doubtless 
recommend  amendment  so  as  to  clarify  the  duration  of  the  new  section  714. 

The  amendment  which  section  2  of  S.  2857  would  make  to  the  act  of  September 
.30,  1950,  would  add  to  section  3  of  that  act  an  authorization  to  Federal  agencies, 
in  a  major  disaster,  when  directed  by  the  President,  to  provide  assistance  by 
procuring  materials  or  services,  by  negotiated  contract  or  otherwise,  from  private 
enterprise  engaged  in  business  in  tbe  area  affected  by  sucb  major  disaster.  In 
addition,  .section  2  of  the  bill  would  increase  from  $5  million  to  $15  million  the 
authorization  for  appropriations  to  the  President  to  carry  out  the  purposes  of 
the  act  of  September  30,  1950. 

Looking  at  the  bill  solely  from  the  iK)int  of  view  of  a  procurement  agency, 
GSA  must  point  out  that  channeling  of  Government  purchasing  to  disaster  areas 
tends  to  add  to  the  costs  of  normal  procurement  based  fundamentally  on  com¬ 
petitive  bid  procedures.  This  point,  however,  does  not  necessarily  constitute 
an  objection  to  the  bill. 
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The  function  of  GSA  in  the  procurement  field  is  to  provide  for  the  Government 
an  economical  and  efficient  system  for  the  procurement  and  supply  of  personal 
property  and  nonpersonal  services.  In  the  discharge  of  that  responsibility  we 
are  not  primarily  concerned  with  the  social  and  economic  factors  which  would 
indicate  the  manner  in  which  and  the  extent  to  which  the  Federal  Government 
should  afford  assistance  in  ma.ior  disasters.  Other  agencies,  such,  for  instance, 
as  the  Office  of  Defense  Mobilization,  are  in  a  better  position  than  we  are  to 
make  an  evaluation  in  this  respect. 

It  is  for  sucli  reasons  that  we  do  not  feel  called  uimn  to  take  a  definite  position 
either  for  or  against  enactment  of  S.  2807. 

The  Bureau  of  the  Budget  lias  advised  that  there  is  no  objection  to  the  sub¬ 
mission  of  this  report  to  your  committee. 

Sincerely  yours. 


Franklix  G.  Floete,  Administrator. 


Letters  and  telegrams  received  follow:) 


House  of  Representatives,  United  States, 

Committee  on  tfie  Judiciary, 
Washington,  D.  C.,  April  26, 1956. 

Hon.  J.  Allen  Frelvr,  Jr., 

Chairman,  Production  and  Stahilizatioyi  Suhcommittee, 

Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington,  D.  C. 

Dear  Mr.  Chairman  :  Your  committee  is  presently  holding  hearings  on  S.  3407 
which  would  extend  the  provisions  of  tlie  Defen.se  Production  Act  of  1950  for 
another  2  years.  I  would  like  to  offer  for  the  consideration  of  your  committee 
two  amendments  to  the  Defense  Production  Act  which  ivould  I  believe  remedy 
certain  deficiencies  in  this  legislation. 

As  you  know,  the  Antitrust  Subcommittee  of  the  House  Committee  on  the 
Judiciary  has  been  engaged  in  an  extensive  investigation  of  WOC’s  and  advisory 
groups  utilized  by  the  Government.  In  this  investigation  our  subcommittee  has 
compiled  evidence  demonstrating  significant  abuses  in  the  WOC  program  author¬ 
ized  by  the  Defense  Production  Act. 

Our  investigation  Indicates  that  WOC’s  appointed  pursuant  to  the  Defense 
Production  Act,  particularly  in  the  Department  of  Commerce,  have  been  ap¬ 
pointed  to  and  are  occupying  ixilicymaking  positions.  This  has  bean  continued 
despite  the  fact  that  in  the  19.55  amendments  to  the  Defense  Production  Act 
Congress  intended  that  WOC’s  should  not  be  in  a  position  to  make  policy  de¬ 
cisions.  One  of  the  changes  in  the  Defense  Production  Act  which  I  submit  for 
your  consideration  would  amend  section  710  (b)  (3)  to  prohibit  such  apiwint- 
ments. 

'Hie  other  amendment  I  want  to  call  to  your  attention  for  the  consideration  of 
your  committee  involves,  in  my  view,  an  unnecessary  exemption  from  the  con¬ 
flict  of  interest  statutes  granted  in  the  Defense  Production  Act.  I  do  not  believe 
there  is  a  real  nec-esslty  for  providing  WOC’s  with  any  exemption  from  the  con¬ 
flict  of  interest  statutes.  Inasmuch  as  the  conflict  of  interest  statutes  are 
lacking  in  clarity,  however,  I  recognize  it  may  be  appropriate  to  grant  a  limited 
exemption  in  order  to  provide  for  the  continuation  of  normal  salaries  as  an 
assurance  to  businessmen  wlio  have  been  requested  to  assist  the  Government. 

By  failing  to  restrict  adequately  the  exemption  from  the  conflict  of  interest 
statutes  as  to  activities  which  otherwise  would  be  unlawful,  the  1955  amendments 
to  the  Defense  Production  Act,  and  prior  thereto  the  provisions  of  Executive 
Order  101S2,  as  amended,  have  given  WOC’s  the  unusual  freedom  to  work  for 
their  companies  on  their  companies’  Government  business.  Our  investigation  has 
demonstrated  that  this  has  provided  an  open  door  for  abuse.  The  amendment 
I  offer  for  your  consideration  would  close  this  loophole. 

Submitted  herewith  is  a  statement  containing  the  specific  amendments  to  the 
Defense  Production  Act  which  I  offer  together  with  reasons  I  believe  such  amend¬ 
ments  are  necessary.  I  would  appreciate  your  incorporating  this  statement  in 
your  rei-ord  on  S.  3407. 

Sincerely  yours. 


Em.vnuel  Celler,  Chairman. 
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Statement  of  Representative  Emanuee  Celler,  Chairman  of  the  Committee 
ON  the  Judiciary,  House  of  Representatives 

Mr.  Chairman  and  members  of  the  snhcommlttee,  I  appreciate  yonr  courtesy 
and  cooperation  in  permitting  me  to  discuss  S.  8407,  which  would  extend  for 
another  2  years  the  provisions  of  the  Defense  Production  Act.  My  remarks 
are  directed  to  the  standards  established  in  section  710  of  the  act,  relating 
to  personnel  employed  by  the  Government  without  compensation,  popularly 
called  WOC’s. 

The  Antitrust  Subcommittee  of  the  House  Judiciary  Committee,  prior  to 
the  1905  amendments  to  the  Defense  Production  Act,  under  my  chairmanship, 
had  instituted  an  investigation  of  WOC’s  and  advisory  groups  utilized  by  the 
Government.  The  subcommittee  has  conducted  extensive  hearings  into  these 
matters  and  has  compiled  evidence  demonstrating  significant  abuses  in  the  WOC 
program  by  administrative  officials  and  numerous  example  of  untoward  conduct 
on  the  part  of  individual  WOC’s. 

I  would  like  to  suggest  for  consideration  of  this  committee  amendments 
to  the  Defense  Production  Act  which  would  go  far  to  prevent  some  of  the 
abuses  which  have  been  brought  to  our  attention. 

First,  I  want  to  make  it  clear  that  I  recognize  that  Government  agencies 
should  be  permitted  to  obtain  the  services  of  the  best  talents  available  to  cope 
with  the  problems  of  the  executive  branch.  This  includes  the  services  of  WOC’s 
at  times  other  than  during  periods  of  full  mobilization. 

I  do  not  believe,  however,  that  WOC’s  should  be  appointed  to  policymaking 
positions  in  the  Government  in  a  partial  mobilization  program  of  indefinite 
duration  of  the  type  this  country  is  now  undertaking.  In  an  active  emergency 
necessity  for  prompt,  effective  action  may  override  all  other  considerations 
and  require  appointment  of  WOC’s  to  such  positions.  Such  justification,  how¬ 
ever,  is  not  present  in  the  current  defense  program. 

In  the  1955  amendments  to  the  Defense  Production  Act.  Congress  continued 
the  authority  granted  to  the  President  to  appoint  WOC’s  to  operating  and 
policymaking  positions.  This  authority  is  contained  in  section  710  (b)  (2)  (ii) 
as  follows : 

“Appointments  to  positions  other  than  advisory  or  consultative  may  be  made 
under  this  authority  only  when  the  requirements  of  the  position  are  such  that 
the  incumbent  must  personally  possess  outstanding  experience  and  ability  not 
obtainable  on  a  full-time,  salaried  basis.” 

Although  a  WOC  may  be  appointed  under  this  authority  to  a  policymaking 
position,  when  a  policy  matter  is  Involved  the  WOC  cannot  perform  the  respon¬ 
sibilities  of  his  office  because  section  710  (b)  (3)  requires: 

“Appointees  under  this  .subsection  (b)  shall,  when  policy  matters  are  involved, 
be  limited  to  advising  appropriate  full-time  salaried  Government  officials  who 
are  responsible  for  making  policy  decisions.” 

It  is  clear  that  in  the  1955  amendments  Congress  intended  WOC’s  should  not 
be  in  a  position  to  make  policy  decisions.  The  provisions  of  the  statute  quoted 
above,  however,  are  contradictory.  Inasmuch  as  the  President,  in  Executive 
Order  10047,  did  not  re.solve  this  ambiguity,  I  believe  it  is  incumbent  upon  Con¬ 
gress  to  clarify  this  matter. 

During  the  Antitrust  Subcommittee’s  investigation,  Philip  Young,  Chairman 
of  the  Civil  Service  Commission,  assured  our  committee  that  any  ambiguity  in 
these  provisions  would  be  resolved  by  an  Executive  order  which  would  limit  a 
WOC’s  appointment  to  “a  full-time  operating  job,  without  policy  functions.” 
Unfortunately,  administration  officials  could  not  agree  on  a  method  to  cope  with 
this  matter  when  they  promulgated  Executive  Order  10(547.  Assistant  Attorney 
General  Stanley  Barnes  testified  that  officials  in  the  executive  branch  had  worked 
hard  to  re.solve  the  contradiction  in  the  statute  but  had  been  unable  to  do  so. 
He  said : 

“We  have  spent  hours  on  this.  We  went  to  the  Civil  Service  Commission  and 
asked  them  to  tell  us  what  is  a  policy  decision — what  officials  make  policy  deci¬ 
sions.  They  said  that  anybody  under  schedule  C  is  in  a  policy-determination 
position  and  that  only  those  in  schedule  C  are  in  a  policy-determining  position. 

“That  doesn’t  make  sense  to  me.  I  don’t  think  that  you  can  draw  and  com¬ 
partmentalize  a  problem  like  that.  And  that  is  why  we  haven’t  tried  to  precisely 
resolve  this  very  difficult  problem.” 

Gur  investigation  demonstrates  that  WOC’s  appointed  pursuant  to  the  Defense 
Production  Act,  particularly  in  the  Department  of  Commerce,  have  been  ap¬ 
pointed  to  and  are  occupying  policymaking  positions.  In  the  Business  and 
Defense  Services  Administration  WOC’s  have  been  appointed  as  assistant  admin- 
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istrators  aud  as  directors  of  BDSA’s  industry  divisions.  No  method  has  been 
devised,  nor  is  ai)i)arent,  by  which  policy  matters  arising  in  the  exercise  of  the 
responsibilities  required  by  these  positions  can  be  segregated  from  the  nonpohcy 
responsibilities  of  such  iiositions.  Nevertheless,  section  710  (b)  in  its  present 
form  requires  such  segregation.  . 

In  my  view  the  only  way  to  resolve  this  problem  is  to  amend  section  <10  (b) 
in  a  manner  either  to  restrict  WOC  appointments  to  adv'isory  functions  only,  or 
to  operating  positions  without  policy  functions.  This  can  be  achieved,  I  believe, 
by  striking  out  section  710  (h)  (3)  and  inserting  in  lieu  thereof  the  following: 

“Appointments  under  this  subsection  (b)  shall  not  be  made  to  the  position  of 
director  or  assistant  director,  head  or  assistant  head,  of  a  bureau,  division,  sec¬ 
tion,  or  other  comparable  policymaking  or  administrative  positions ;  any  person 
appointed  under  this  subsection  shall  not  perform  the  functions  of  such  a  director, 
assistant  director,  head  or  assistant  head.” 

This  amendment  assures  that  WOC’s  are  not  appointed  to  policymaking  posi¬ 
tions.  To  the  greatest  extent  possible,  it  would  also  assure  that  WOC’s  are 
confined  to  advisory  and  consultative  roles  while  working  for  the  Government. 
This  amendment,  moreover,  would  eliminate  a  situation  which  has  placed  WOC’s 
in  situations  involving  conflicts  of  interest,  abuse  of  Government  position,  and 
favoritism. 

When  a  WOC  is  appointed  to  head  a  division  of  the  Government,  exercising 
control  over,  or  dealing  with,  the  industry  from  which  he  comes,  his  private 
interests  necessarily  coutlict  with  the  Government  resiKuisihilities  he  has  been 
assigned.  In  fact,  in  the  Department  of  Commerce,  company  interest  in  the 
activities  of  an  industry  division  is  one  of  the  reasons  officials  of  the  Business 
aud  Defense  Services  Administration  recommend  that  business  furnish  WOC’s 
to  t*^e  Government.  For  example,  Mr.  Honeywell,  Administrator  of  BDSA, 
customarily  advises  advisory  groups  spomsored  by  BDSA  that  “WOC’s  do  much 
to  see  that  industry's  jioint  of  view  is  properly  understood  and  advanced”  and 
that  “by  furnishing  capable  men  to  seine  as  WOC’s  *  *  *  industry  is  assured 
of  having  an  adequate  voice  in  drafting  control  measures  that  may  have  to  be 
invoked  in  case  of  emergency.” 

'J'he  normal  defense  activities  of  the  WOC  director  of  a  BDSA  industry  divi- 
si(ni  involve  supervision  of  his  division’s  activities  in  authorized  control  material 
orders,  priorities  and  directives.  Ills  defense  duties  in  addition  involve  the 
preparation  of  standby  orders  for  mobilization,  supervision  over  the  division 
preparing  recommendations  on  tax  amortization  and  loan  applications,  and 
determination  of  expansion  goals  necessary  to  meet  mobilization  retpiirements. 
His  Government  responsibilities  also  include  the  development  of  specific  measures 
to  be  used  in  postattack  programs,  including  plans  for  dispersion,  transfer  of 
production  to  undamaged  facilities,  and  the  development  of  duplicate  sources 
of  supply.  All  of  these  responsibilities  require  the  WOC  division  director  to 
take  aclion  dire<-tly  affecting  his  company  and  its  competitors. 

When  this  country  was  engaged  in  the  all-out  effort  in  World  War  II,  the  War 
Production  Board  categorically  resolved  the  question  of  the  lU’opriety  of  having 
as  head  of  an  industry  division  a  WOC  coming  from  the  affected  iiulustr.v.  The 
War  Production  Board,  at  the  direction  of  its  Geiu>ral  Counsel,  John  Lord 
O’Brian,  instituted  the  “hrtinch  and  section  chief  policy”  which  prohibited  the 
WOC,  except  in  special  circumstances,  from  occupying  a  position  in  which  he 
would  have  to  make  decbsions  directly  affecting  his  own  company  or  its  com¬ 
petitors. 

The  gravity  of  the  problem  ]jresented  when  a  WOC  heads  an  industry  division 
of  the  Goveinment  wliich  (hails  with  his  industry  was  retltjcted  during  our  hear¬ 
ings  by  Assistant  Attorney  General  Stanley  Barnes.  Mr.  Barnes  said  :  “Any 
time  a  man  from  a  particular  industry  is  the  head  of  an  organization  that  makes 
decisions  which  affect  that  industry,  where  he  is  making  decisions  that  might 
affect  that  business,  I  think  that  presents  grave  problems  as  to  whether  or  not 
it  is  in  the  public  interest.” 

Our  investigation  into  the  administration  of  the  tax  amortization  program 
affords  cogent  arguments  in  the  support  of  the  “branch  section  chief  policy” 
utilized  in  World  War  II.  The  system  whereby  WOC’s  have  headed  industrial 
divisions  which  made  recommendations  for  millions  of  dollars  in  tax  amortization 
benefits,  involving  their  own  companies  aud  their  companies’  competitors 
deserves  harsh  criticism. 

At  all  times  conflicts  of  interest  between  the  private  occupation  of  the  WOC 
and  his  Government  resixmsibilities  were  present  in  the  consideration  of  certifi¬ 
cates  of  necessity  for  new  facilities  in  the  industry  which  paid  the  WOC.  Thi.s 
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conflict  of  interest  arose  in  several  ways:  (1)  in  formulating  long-range  admin¬ 
istration  goals  on  an  industrywide  basis,  the  WOC’s  recommendations  appeared 
to  have  been  influenced  by  fears  of  competitive  reiHjrcussions  of  overexpansion ; 
(2)  WOC’s  with  respect  to  applications  of  competitors  have  been  in  a  position 
to  advise  adversely  against  projects  which,  fi’om  a  competitor’s  standpoint,  seem 
inadvisable  but  from  the  impartial  viewpoint  of  the  public  interest,  would  seem 
to  be  highly  desirable;  and  (3)  WOC’s  as  heads  of  industry  divisions  w'ere  in  a 
direct  position  to  influence,  and  did  iiiflireuce,  the  tax  amortization  certificates 
of  their  owui  companies.  In  addition,  even  though  a  WOC  is  di.squalilied  from 
passing  directly  on  applications  from  his  own  company,  wdien  this  task  is  left 
to  his  subordinates,  tlie  subordinates’  decisions  undoubtedly  are  influenced  to 
some  extent  by  virtue  of  the  fact  that  the  applications  involvt'd  have  Ijeen  suh- 
jnitted  by  the  company  of  their  immediate  sui>erioi-. 

Our  investigation  has  demonstrated  that  direction  of  tlie  expansion  jirograms 
by  WOC’s,  undertaken  in  connection  witli  the  Defense  Production  Act,  have  re¬ 
sulted  in  mismanagement,  discrimination,  and  serious  errors  in  judgment.  In 
certain  industries,  for  example,  in  complete  disregard  for  tlie  regulations  ap¬ 
plicable  to  the  granting  of  certificates  of  necessity  and  of  the  goals  established, 
extensive  overcertification  occurred  in  favor  of  large  companies  who  supplied 
WOC’s  to  the  Government.  In  other  industries,  concern  for  postemergency  over¬ 
expansion  and  competition  caused  expansion  goais  to  lie  limited  and  new  pro¬ 
duction  discouraged. 

Whatever  may  be  the  justification  for  using  AVOC's  to  head  industry  divisions 
during  full  mobilization,  such  justification  is  not  present  in  the  current  limited 
defense  program.  There  is  much  greater  danger  in  a  limited  mobilization  pro¬ 
gram  that  the  pressures  of  private  interests  may  outweigh  pulilic  responsibilities. 
Moreover,  our  investigation  lias  demonstrated  tliat  AVOC’s  as  heads  of  these 
industry  divisions  have  been  carrying  out  iieacetime  functions  of  their  agencies 
and  have  undertaken  activities  not  authorized  by  the  Defense  Production  Act. 

CONFUCT  OF  1XTERB:8T  STATUTES 

The  Defense  Production  Act  granted  exemptions  from  the  conflict  of  in; crest 
statutes  to  AAtOC’s  brought  in  to  assist  the  Government.  In  neither  >.’orld 
AVars  I  nor  II,  w'heii  AA'OC's  also  were  used  extensively  in  the  Government,  was 
any  exemption  given  from  the  conflict  of  intere.st  statutes. 

I  do  not  believe  there  is  a  real  necessity  for  providing  AA'OG's  with  any  exemp¬ 
tion  from  tlie  conflict  of  interest  statutes.  These  statutes,  however,  are  lacking 
in  clarity,  and,  therefore,  I  recognize  it  may  be  appropriate  to  grant  a  limited 
exemption  in  order  to  provide  for  the  continuation  of  normal  salaries  as  an 
assurance  to  businessmen  who  have  been  reiiuested  to  assist  the  Govei-iiment. 

As  far  as  tlie  official  duties  a  AA’OC  performs  for  the  Government  are  concerned, 
exceptions  to  the  exemptions  from  the  conflict  of  interest  statutes  have  for  the 
most  part  negated  this  exemption.  Ily  failing  to  restrict  the  exemption  from 
the  conflict  of  interest  statutes  as  to  activities  which  othei'wise  w'ould  be  un¬ 
lawful  under  title  18,  United  States  Code,  section  281,  however,  the  liiri.q  amend¬ 
ments  to  the  Defense  Production  Act,  and  prior  thereto  the  provisions  of  Execu¬ 
tive  Order  10182,  as  amended,  have  given  AVOC’s  the  unusual  and  unnece.ssary 
freedom  to  wmrk  for  their  companies  on  their  companies’  Government  business. 
This  has  provided  an  open  door  for  abu.se. 

Essentially,  section  281  of  title  18,  I  nited  States  Code,  forbids  any  Go%'ern- 
■ment  otficial  from  receiving  directly  or  indirectly  any  compensation  for  any 
services  in  relation  to  any  matter  in  which  the  United  States  is  interested. 
This  is  a  standard  imposed  by  tlie  conflict  of  interest  statutes  on  regular  full¬ 
time  employees  of  the  Government.  I  see  no  necessity  for  treating  AA’OC’s  who 
occupy  full-time  positions  in  the  Government  in  a  different  maimer. 

Our  investigation  has  disclosed  that  in  BDSA.  AATlC’s  not  only  have  been 
placed  in  positions  of  conflict  and  directed  to  advance  industry’s  view’point,  but 
arrangements  have  been  made  to  permit  the  AA'OC’s  to  continue  their  regular 
duties  for  their  private  employers.  In  some  instances  AA’OC’s,  while  working 
for  the  Government,  have  di.scharged  in  full  their  normal  private  responsibilities 
and  have  devoted  to  their  Government  duties  only  the  time  otherwi.se  available. 

We  have  found  that  in  both  NPA  and  BDSA,  AVOC's  have  not  devoted  full 
time  to  their  Government  jobs  although  they  have  been  appointed  to  full-time 
Government  positions.  On  the  contrary,  AVOC’s  have  worked  extensively  for 
their  private  employers  on  matters  involving  the  employers'  business  with  various 
branches  of  the  Government. 
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Duties  woe’s  continue  for  their  companies  during  their  Government  service 
have  included  company  affairs  in  their  owui  and  other  Government  agencies.  In 
one  instance  while  serving  as  a  Govei-nment  official,  the  WOC  assisted  his 
company  in  promoting  its  products  in  Government  purchasing  agencies.  This 
WOC  also  worked  with  other  Government  agencies  and  their  advisory  groups 
in  the  development  of  Government  specifications  for  products  .sold  hy  his  company, 
and  transmitted  to  his  company  for  comment  unput)lished  specifications  which 
were  being  deveioped. 

In  another  instance  the  company  required  the  WOC  it  was  supplying  to  the 
Government  to  arrange  visits  of  Government  officials  fo  company  plants,  to 
advise  Government  agencies  of  the  company’s  position  with  resi>ect  to  sales  to 
the  Government ;  to  obtain  information  from  various  Government  agencies  as 
to  the  status  of  company  contracts  with  the  Government;  to  represent  his 
compan.v  in  problems  arising  under  existing  Government  contracts;  and  to 
obtain  from  other  Government  agencies  specifications  and  documents  relating 
to  contracts  and  invitations  to  hid  in  which  his  company  was  interested.  While 
this  type  of  company  service  normally  does  not  involve  a  direct  conflict  with  the 
woe’s  official  Government  duties,  these  situations  afford  an  opportunity  for 
“inside  contacts”  and  favoritism  as  well  as  encouraging  situations  which  Involve 
potential  conflicts. 

Under  the  present  law,  WOC’s  appointed  pursuant  to  the  authority  of  the 
Defense  Production  Act  wliile  working  for  the  Government  may  i^erform  all 
services  for  their  employers  which  are  made  unlawful  by  title  18,  United  States 
Code,  section  2SI,  except  tliose  services  prohiliited  liy  .section  710  (b)  (4)  of  the 
act.  In  subsection  (i),  section  710  (b)  (4)  forbids  a  WOC  to  negotiate  or 
execute  Government  contracts  with  his  employer.  Subsection  fii)  prohibits 
a  WOC  from  taking  any  action  with  respect  to  his  employer’s  individual  applica¬ 
tions  to  the  Government  for  relief  or  assistance;  and  subsection  (iii)  forl)ids 
a  WOC  from  participating  in  the  prosecution  of  any  claims  against  the  Govern¬ 
ment  involving  any  matter  in  w^hich  he  had  any  responsibility  as  a  WOC. 

Thus,  a  WOC  throughout  the  Government  can  work  on  his  employer’s  Govern¬ 
ment  contracts  as  long  as  lie  does  not  negotiate  or  execute  .such  contracts  and 
while  so  doing  has  immunity  from  the  prohiliitions  of  section  281.  Moreover,  a 
WOC  is  nermitted  to  serve  his  employer  in  any  Government  agency  on  any 
matter  which  is  not  his  employer’s  individual  application  for  I’elief  or  assistance. 
Finally,  the  WOC  may  participate  in  claims  his  employer  has  against  the  Govern¬ 
ment  if  he  has  not  had  any  official  responsibility  as  a  WOC  in  the  subject  matter 
of  the  claim. 

Exemption  from  the  conflict  of  interest  statutes  in  this  situation  opens  the  door 
for  inside  influence  and  favoritism.  Moreover,  such  exemptions  are  not  needed 
to  permit  a  WOC  to  undertake  his  duties  under  the  Defense  Production  Act. 
Throughout  the  moliilization  iirogram  under  the  Defense  Production  Act.  WOC’s, 
in  fact,  have  not  had  an  exemption  from  the  conflict  of  interest  statutes  for  their 
official  duties  and  responsilulifies  as  officers  of  the  Government.  It  appears 
that  WOC’s  have  received  exemption  only  in  relation  to  services  performed  for 
their  private  employers  apart  from  their  official  duties  as  Government  officials. 

It  is  my  view  that  exemptions  from  the  conflict  of  interest  statutes  should 
be  extremely  limited.  The  sjiecial  freedom  WOC’s  now  have,  to  range  through¬ 
out  the  Government  on  their  companies’  business  with  the  Government,  would  be 
.sharply  curtailed  by  removal  of  exemptions  from  the  conflict  of  interest  statutes. 
WOC’s  then  would  he  subject  to  the  same  standards  of  behavoir  and  conduct, 
while  occupying  full-time  positions  with  the  Government,  as  any  other  person 
who  has  professional  allegiance  to  the  Government  as  his  employer. 

The  current  procedure  whereby  exemption  from  the  conflict  of  interest! 
statutes  is  given  generally  and  then  is  restricted  bv  specific  exceptions  is 
fallible.  I  believe  a  better  procedure  would  be  to  grant  exemptions  directly  for 
those  limited  aetivities  necessary  to  secure  the  performance  of  official  Govern¬ 
ment  duties.  If  your  subcommittee  concludes  that  some  exemption  from  the 
conflict  of  intere.st  statutes  is  needed  as  an  assurance  to  businessmen  in  order  to 
obtain  their  services  for  the  Government,  I  recommend  that  .such  exemption  be 
granted  in  the  following  manner ; 

foRowi^ng*'^"  section  710  (b)  (4)  from  the  act  and  insert  in  lieu  thereof  the 

“t4)  Receipt  of  normal  .salary  bv  any  appointee  under  this  subsection  (b) 

111  connection  with  such  appointee's  Government  service  hereunder  from  the 

^doHHnrnf  at  the  time  of  his  appointment,  shall  not  be  a 

Molation  of  thp  provisions  of  nny 
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Chamber  of  CoMArEKCE  of  the  United  States, 

M-ashinyton  0,  D.  C.,  Ajjril  25,  1956. 

lion.  J.  Aixen  Freak,  Jr.. 

Chairman,  Subcommittee  on  Production  and  Stabilization,  Senate  Banking 
and  Currency  Committee,  Washington 25,  B.  C. 

Dear  Senator  Frear  :  The  Chamber  of  Commerce  of  the  United  States  recom¬ 
mends  extension  of  the  Defense  Production  Act,  to  June  30,  1958,  as  proposed 
in  section  2  of  H.  R.  9852  and  S.  3407  on  which  your  committee  is  holding  h  arings. 
We  oppose,  however,  the  House  amendment  set  forth  in  section  3  of  H.  R. 
9852,  which  would  place  restrictions  on  persons  from  industry  who  would  agree 
to  particii  ate  in  the  execuliie  re.serve  program. 

Extension  of  this  law  is  e.ssential  to  maintain  a  strong  and  flexible  defense 
program  to  meet  the  i)roduction  needs  of  current  military  and  atomic  tnergy 
programs.  It  also  is  essential  to  provide  the  statutory  basis  for  most  of  the 
industrial  mobilization  planning  activities  under  supervision  of  the  Office  of 
Defense  Mobilization. 

Among  the  important  programs  which  are  dependent  upon  this  law  are  the 
following : 

1.  Priorities  and  allocations  authorit.v  which  is  essential  to  meet  the  require¬ 
ments  of  defense  and  atomic  energy  procurment  programs  and  to  provide  the 
machinery  for  rapid  expansion  in  the  event  of  full  mobilization. 

2.  The  use  of  various  incentives  for  expansion  of  productive  capacity  and 
supply  which  is  essential  to  our  long-range  preparedness  program  for  full  mobili¬ 
zation. 

3.  Continued  exemption  from  the  antitrust  laws  of  voluntary  producer  agree- 
jiients  which  contribute  to  the  achievement  of  improved  production  of  military 
items. 

4.  The  development  of  an  executive  I'eserve  of  industrialists  who  agree  in 
advance  to  accept  key  Government  positions  in  the  event  of  an  emergency. 

While  the  national  chamber  considers  the  continuation  of  these  and  other 
programs  covered  by  the  act  as  essuitial  to  national  security,  we  oppose  the 
amendment  adopted  by  the  House  and  included  as  section  3  of  II.  R.  9852.  This 
amendnamt  provides  that  no  person  may  become  .a  member  of  the  executive  re¬ 
serves  unless  he  has  complied  with  the  same  requirements  as  applied  to  persons 
appointed  without  compen.sation,  to  the  ext.  nt  those  requirements  are  applicable. 

Our  reasons  for  opposing  this  amendment  are  as  follows  : 

1.  It  places  an  unnecessary  restriction  on  the  employment  of  industrial  ex¬ 
perts  and  technical  consultants  who  might  be  desirous  of  participating  in  the 
executise  reserve  program  and  could  greatly  impair  the  success  of  that  program. 


gram. 

2.  It  would  appl.v  to  executive  reserve  participants,  who  are  not  Govern¬ 
ment  employees,  the  same  restrictions  that  applj^  to  officials  wht)  are  Govern¬ 
ment  employees. 

3.  It  would  require  executive  reserve  jiarticipants  to  file  the  statement  of 
financial  interests  now  required  of  WOC's,  which  requirement  places  a  high 
premium  on  Government  service  by  men  who  volunteer  their  industrial  experi¬ 
ence  and  technical  know-how  so  greatly  needed  to  make  the  program  eftective 
and  successful. 

4.  The  past  record  of  outstanding  and  patriotic  service  performed  by  WOC’s 
is  ample  evidence  that  there  is  no  need  for  placing  those  restrictions  on  those 
who  consent  to  participate  in  the  program. 

The  national  chamber  strongly  urges,  therefore,  that  your  subcommittee 
strike  section  3  of  H.  R.  9852  in  the  interest  of  developing  an  executive  re¬ 
serve  program  which  will  attract  able  and  experienced  industrialists  to  fill  key 
executive  positions  in  time  of  full  mobilization. 

We  request  also  that  further  consideration  be  given  to  removing  from  section 
710  of  the  Defense  Production  Act  the  unwarranted  and  discriminatory  restric¬ 
tions  now  placed  upon  the  employment  of  WOC's,  particularly  the  restriction 
requiring  their  submission  of  financial  statements — a  requirement  that  is  not 
imposed  on  Government  employees  who  serve  with  pay. 

We  would  appreciate  your  making  this  letter  a  part  of  the  hearings  on  S. 


.3407  and  H.  R.  9852. 

Cordially  yours. 


Clarence  R.  Miles. 
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The  Amekican  Bankers  Association, 

Washington,  D.  C.,  April  23,  1956. 


Hou.  J.  W.  Fulbright, 

Chairman,  Senate  Committee  on  Banking  and  Currency, 
United  States  Senate,  Washington  25,  D.  C. 


Deak  Senator  Fulbright  :  I  have  been  informed  that  your  Committee  on 
Banking  and  Currency  intends  to  hold  hearings  on  S.  3407,  which  in  effect  would 
extend  the  provisions  of  the  Defense  Production  Act  of  1950,  as  amended.  On 
bt'half  of  the  American  Bankers  Association,  I  would  like  to  submit  this  state¬ 
ment  urging  the  extension  as  proposed  of  section  301  of  the  act,  which  is  of 
unusual  importance  to  the  banking  system  and  of  great  value  to  the  Government 
procurement  agencies. 

Section  301  of  the  act,  as  amended,  in  effect  provides  that  the  President,  In 
order  to  expedite  production  and  deliveries  or  services  under  Government  con¬ 
tracts,  may  authorize  certain  agencies  of  the  United  States  to  guarantee,  in 
whole  or  in  part,  any  public  or  private  financing  institution  against  loss  of 
principal  or  interest  on  loans  made  in  connection  with  such  contracts. 

Under  this  authorization  there  was  reactivated  in  1950  the  V-loan  program 
which  proved  to  be  so  successful  during  World  War  II.  This  program  makes 
available  through  private  financing  institutions  adequate  funds  needed  by  prime 
contractors  and  subcontractors,  both  large  and  small,  in  order  to  finance  the 
performance  of  Government  procurement  contracts.  From  July  1950,  through 
December  31,  1955,  the  Department  of  Defense,  alone,  authorized  1,395  loans 
in  the  amount  of  .$2,4(>7,t)00,000,  of  which  .?1, 998,900,000  was  guaranteed.  As 
of  December  31,  1955,  the  amount  outstanding  on  these  loans  was  $451,900,000, 
of  which  .$337,300,(X)0  was  guaranteed.  During  the  period  aforementioned, 
the  Department  of  Defense  has  received  as  guaranty  and  commitment  fees 
and  interest  the  sum  of  .$22,827,326.96.  Its  expenses  for  that  period  amounted 
to  $2,516,586.92.  This  would  leave  a  net  income  of  .$20,310,740.04,  which  appears 
to  lie  more  than  adequate  to  offset  any  possible  losses  and  to  cover  expenses. 
The  program  therefore  aside  from  the  benefits  derived  from  shifting  the  details 
of  such  financing  to  private  lending  institutions,  would  appear  to  be  successful 
from  a  financial  standpoint  for  the  Department  of  Defense. 

The  \'-ioan  program  is  important  to  the  national  security  procurement  pro¬ 
gram,  and  it  is  our  belief  that  its  continuance  is  necessary.  We  urge,  therefore, 
tlie  favorable  consideration  of  the  proposed  extension  of  section  301  of  the 
Defenst'  I'roduction  Act  of  1950,  as  amended. 

Sincerely  yours. 


J.  Olney  Brott. 


Federation  of  American  Scientists, 

Washington,  D.  C.,  April  SO,  1956. 


Senator  .1.  William  Fui.p.right, 

Chairman,  Committee  on  Banking  and  Currency, 
Senate  Of/iec  Building,  Washington,  U.  C. 


Dear  Mr.  Fulbright  :  This  letter  is  concerned  with  the  amendment  to  S.  3407 
introduced  by  Senator  Bennett.  This  amendment  states  that  “it  is  the  policy 
of  the  Congress  to  promote  geographical  dispersal  of  the  industrial  facilities  of 
the  United  States  in  the  interest  of  national  defense.”  We  endorse  this  amend¬ 
ment,  and  urge  that  your  committee  report  favorably  on  it. 

Some  time  ago  our  federation  warned  in  a  public  statement  that  the  Nation’s 
defenst'  jirogram  is  out  of  balance  because  dispersal  of  target  areas  is  not  pro¬ 
ceeding  fast  enough.  In  a  letter  to  President  Eisenhower  on  May  13,  1955,  we 
pointed  out  that  the  country  is  spending  many  billions  each  year  on  military 
weapons  but  hardly  a  cent  on  dispersal,  which  is  one  defense  measure  that  has 
a  clmnce  of  lasting  effectiveness.  The  longer  we  wait  to  start  dispersing,  the 
more  drastic  the  process  will  have  to  be  to  meet  the  danger  of  intercontinental 
missiles. 

While  the  executive  department  has  a  praiseworthy  dispersal  policy,  we  feel 
that  this  important  matter  is  not  getting  the  public  attention  that  it  deserves 
and  that  Congress  is  in  a  unique  position  to  generate.  Hence  we  shall  follow 
with  interest  the  action  of  your  committee. 

.'Sincerely  yours. 


Bruno  H.  Zimm, 

Chairman,  Committee  on  Dispersal  and  Civil  Defense  of  the  Federation 
of  American  Scientists. 
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Hartford,  Conn.,  April  21, 1956. 

Senator  Allen  Frear, 

Chairman,  Senate  Subcommittee  on  Defense  Production, 

United  States  Senate,  Washington,  D.  C.: 

Re  proposed  amendment  to  Defense  Production  Act  sponsored  by  Senator 
Bennett,  of  Utah,  please  be  informed  that  the  Connecticut  Development  Com¬ 
mission  has  consistently  opposed  “geographical  dispersal”  as  sole  and  controlling 
factor  in  Government  decision  on  location  of  industrial  facilities  and  expansion 
of  existing  facilities.  Were  such  an  amendment  to  be  enacted  it  would  seriously 
Interfere  with  normal  growth  and  the  creation  of  new  job  opportunities  in  prac¬ 
tically  every  well-established  industrial  area  in  the  country  and  would  be  a 
serious  threat  to  the  economy  of  the  entire  Northeast.  In  our  opinion  OflSice 
of  Defense  Management  is  presently  equipped  with  sufiicient  restrictive  authority 
to  protect  the  best  interest  and  safety  of  the  entire  country  and  this  proposed 
amendment  is  neither  necessary  nor  desirable. 

Robert  P.  Lee, 

Chairman,  Connecticut  Development  Commission, 


Hartford,  Conn.,  April  25, 1956. 

Hon.  J.  Allen  Frear,  Jr., 

Senate  Office  Building,  Washington,  D.  C.: 

Connecticut  strongly  opposed  to  Bennett  amendment  concerning  geographical 
dispersal  of  defense  industries.  Similar  move  was  defeated  in  Congress  in  1952. 
Trust  that  your  committee  and  the  Congress  will  reject  the  Bennett  amendment. 

Abraham  Ribicoff,  Governor  of  Connecticut. 


Providence,  R.  I.,  April  25,  1956. 

Senator  Allen  Frear  of  Delaware, 

Chairman,  Senate  Subcommittee  on  Defense  Production, 

United  States  Senate,  Washington,  D.  C.: 

As  chairman  of  the  New  England  Governors  Conference  I  wish  to  protest 
the  proposed  amendment  to  the  Defense  Production  Act  sponsored  by  Senator 
Bennett  of  Utah  the  proposed  use  of  “geographical  dispersal”  as  the  sole  basis 
for  governmental  decision  in  locating  industrial  facilities  for  defense  production 
is  not  warranted  either  by  experience  or  by  logic.  Location  of  industry  away 
from  sources  of  raw  materials  and  labor  and  efficient  production  will  only  in¬ 
crease  cost  and  reduce  effectiveness  of  the  defense  effort.  I  respectfully  urge 
your  subcommittee  not  to  report  out  favorably  the  Bennett  amendment. 

Dennis  J.  Roberts,  Governor  of  Rhode  Island. 


Boston,  Mass.,  April  25, 19.56. 

Hon.  Allen  F''rear, 

Chairman,  Senate  Subcommitteet  on  Defense  Production, 

United  States  Senate,  Washington  D.  C.: 

The  New  England  Council,  representing  the  business  community  of  the  six 
New  England  States,  wishes  to  vigorously  oppose  the  amendment  to  the  Defense 
Production  Act  which  has  been  proposed  by  Senator  Bennett  of  Utah  making 
“geographical  dispersal”  the  sole  basis  for  Government  decisions  on  the  location 
of  future  industrial  facilities.  We  contend  that  most  established  industrial  areas 
have  characteristics  which  permit  satisfactory  local  dispersion  to  adequately  in¬ 
sure  our  defense  effort  against  destruction  to  any  alarming  degree  and  that  these 
established  areas  present  advantages  which  cannot  be  overlooked  in  providing 
adequate  qualitative  and  quantitative  defense  production  such  as  a  skilled  labor 
force,  experienced  administrative  personnel,  research  and  scientific  facilities, 
as  well  as  completed  civic  facilities  of  all  kinds.  We  also  submit  that  it  would 
be  inconsistent  with  established  national  policy  to  dislocate  the  economy  of  areas 
in  which  industrial  companies  have  been  carrying  a  fair  share  of  the  tax  burden 
which  exists  because  of  the  demands  placed  upon  the  communities  by  those  in¬ 
dustries.  We  respectfully  and  vigorously  urge  that  your  subcommittee  votes 
against  this  proposed  Bennett  amendment  to  the  Defenr.e  Production  Act. 

Walter  Raleigh, 

Executive  Vice  President,  the  New  England  Council. 
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Cambuidge,  Mass,  April  25,  1956. 

Senator  Allen  Frear, 

Senate  Subcommittee  on  Defense  Production, 

Washington,  D.  C.: 

In  re  dispersal  on  behalf  of  the  New  England  Governors  Textile  Coimuittee 
I  strongly  protest  the  Bennett  aiueudnient  to  the  Defense  Production  Act  brought 
to  our  attention  by  Senator  Bush,  which  would  make  vulnerahility  to  atoniic 
attack  primary  consideration  in  awarding  contracts,  tax  favors,  etc.  Similar 
I)roposals  made  in  Truman  administration  but  cpiickly  abandoned  vulnerability 
one  consideration  but  proximity  to  markets,  materials,  transportation,  housing, 
and  especially  skilled  labor  very  important.  Unwise  to  double  or  treble  costs 
and  cut  output  in  order  to  be  ready  for  uncertain  attack  of  uncertain  time. 
Coale’s  book  on  Vulnerability  to  Atomic  Bomb  points  out  the  tendency  of  manu¬ 
facturers  disposed  to  move  back  to  good-labor-market  areas.  The  Northwest, 
■with  3  percent  of  war  contracts  and  1  percent  of  factory  labor,  cannot  meet  a 
large  part  of  military  and  other  needs. 

In  a  recent  year  this  area  bore  4.03  percent  of  the  Federal  tax  bill  and  received 
back  in  Federal  outlays  5.58  percent.  The  Federal  Government  made  large 
grants  especially  in  roadbuilding  and  resource  development.  The  Federal  Gov¬ 
ernment  should  not  accelerate  the  pace  at  which  it  already  turns  the  scales  in 
favor  of  underdeveloped  areas  in  14  years.  The  percentage  of  industrial  workers 
in  the  South  rose  from  13  to  20  percent  of  the  Nation’s ;  in  the  Mountain  States 
from  one-half  to  1  percent  these  large  gains  are  the  result  in  part  of  decentraliza¬ 
tion  movements  no  area  except  the  South  has  been  helped  as  much  as  excess 
of  receipts  of  40  percent  for  these  Far  West  States  shows.  Movements  out  of 
big  cities  into  surrounding  area  are  practical  but  large  migrations  of  factories 
except  over  long  periods  of  time  to  underdeveloped  areas  are  not  practical. 

Seymour  E.  Harris, 

Chairman,  New  England  Governors  Textile  Committee. 

(Materials  relatinif  to  Defense  Minerals  P2xploration  Administra¬ 
tion  program  follow :) 

Committce  on  Banking  and  (Jl'rrency, 

United  States  Senate, 

March  19,  J9.W,. 

Hon.  Douglas  McKay, 

Secretary  of  the  Interior, 

Washington,  D.  C. 

Dear  Mr.  McKay:  In  connection  with  this  committee's  consideration  of  S. 
3407,  to  extend  the  Defense  Production  Act,  we  should  appreciate  your  views  on 
the  recommendation  by  the  Uomptroller  General  wiih  respect  to  projectstof  the 
Defense  Minerals  Exploration  Administration. 

As  set  forth  on  pages  GS  and  GO  of  the  audit  reiK)rt  to  the  Congress  for  the 
fiscal  year  10.54,  to  which  reference  is  made  on  page  02  of  the  Review  of  Audit 
ReiKirts  of  the  Comptroller  General  by  the  Senate  Committee  on  Government 
Operations  (Sen.  Kept.  1572,  S4th  Cong.),  it  appears  that  oian-ators  are  given 
financial  aid  to  encourage  and  assist  in  exploration  projects.  If  no  minerals 
are  found,  I  understand  that  the  advance  need  not  be  lepaid.  If  minerals  are 
found,  then,  I  understand,  the  amount  of  the  advantage  must  be  repaid  through  a 
royalty  on  the  minerals,  but  without  any  payment  of  interest  or  any  payment  on 
account  of  the  administrative  costs  of  tlie  program.  Furthermore,  I  understand 
that  if  no  minerals  are  mined  or  produced  within  10  years  from  the  date  of  the 
contract  (or  in  some  cases  a  longer  period),  the  oi)erator  will  not  he  recpiired  to 
make  any  rej)a,vment,  even  though  later  minerals  are  jyi'oduced  from  the  project. 

The  Comptroller  General  recommends :  “That  the  Congress  require  D5IEA  to 
include  in  its  contracts  provision  for  payment  by  operators  of  certified  discov¬ 
eries  of  interest  on  the  funds  advanced  and  a  fair  share  of  the  administrative 
expenses  involved,  in  addition  to  principal.  We  helieve  that  such  a  requirement 
should  also  be  added  to  existing  contracts  whenever  possible.” 

I  should  appreciate  your  confirmation  or  correction  of  my  understanding  of 
the  way  this  program  operates,  and  your  views  on  the  changes  recommended  by 
the  Comptroller  General. 

Sincerely  yours. 


.1.  AV.  Fulrriout,  Chairman. 
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COMPTOLLEK  GENERAL  OF  THE  UNITED  STATES, 

Washington,  March  28,  1956. 


Hon.  .T.  W.  Fulbrigiit, 

Chairman,  Committee  on  Banking  and  Curreneg, 

United  States  Senate. 


Dear  Mr.  Chairman  :  Your  letter  of  March  19,  1956,  acknowledged  March  20, 
requests  a  report  on  S.  3107  which  would  amend  and  extend  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended  (50  U.  S.  C.  app.  2061). 

Whether  tlie  needs  of  the  mol)ilization  and  defense  programs  during  the 
period  July  1,  1956,  through  June  30,  1958,  will  warrant  the  extension  and  amend¬ 
ment  of  the  Defense  Production  Act  of  1950,  as  proposed  by  S.  3407,  is  a  matter 
primarily  for  determination  by  the  Congress.  Therefore,  and  since  we  have  no 
specific  information  as  to  those  needs,  we  have  no  recommendations  to  offer. 

Me  understand,  however,  that  the  assistant  counsel  to  the  Senate  Committee 
on  Banking  and  Currency  is  considering  a  further  amendment  to  the  Defense 
Production  Act  of  1950  to  carry  out  the  recommendation  to  the  Congress  con¬ 
tained  in  our  audit  reports  on  the  Defense  ^Minerals  Exploration  Administration, 
Department  of  the  Interior,  for  the  fiscal  years  ended  June  30,  1953,  and  1954. 
We  recommended  that  operators,  under  exploration  contracts,  who  have  been 
furnished  funds  liorrowed  from  the  Treasury  pursuant  to  section  304  (b)  of  the 
Defense  Production  Act  of  1950  be  required  to  reimburse  the  Government  for 
its  interest  costs  and  administrative  expenses  when  certified  discoveries  are 
made.  Only  the  principal  is  presently  required  to  be  reimbursed  in  the  case  of 
certified  discoveries.  No  reimbursement  is  required  if  no  certified  discoveries 
are  made.  If  we  can  furnish  any  assistance  to  the  Committee  or  its  staff  in  this 
matter,  we  will  be  pleased  to  do  so. 

Sincerely  yours. 


Frank  H.  Weitzel, 

Acting  Comptroller  General  of  the  United  States. 


Department  of  the  Interior, 

Office  of  the  Secretary, 
Washington,  D.  C.,  April  10,  1956, 

Hon.  J.  W.  Fulbright, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington,  D.  C. 

My  Dear  Senator  Fulbrigiit  :  This  is  in  reply  to  your  letter  of  March  19, 
1956,  which  refers  to  a  certain  recommendation  made  by  the  Comptroller  General 
with  respect  to  the  repayment  provisions  of  DMEA  exploration  project  con¬ 
tracts.  You  state  your  understanding  of  the  repayment  provisions  and  request 
our  confirmation  of  your  statement.  In  addition,  you  request  our  position  with 
respect  to  the  recommendation  of  the  Comptroller  General. 

Your  understanding  of  the  repayment  provisions  of  the  contracts  as  stated 
in  the  second  paragraph  of  your  letter  is  correct. 

The  particular  recommendation  of  the  Comptroller  General  referred  to  is 
“That  the  Congress  require  DMEA  to  include  in  its  contracts  provisions  for 
payment  by  operators  of  certified  discoveries  of  interest  on  the  funds  advanced 
and  a  fair  share  of  the  administrative  expenses  involved,  in  addition  to  principal. 
We  believe  that  such  a  requirement  should  also  lie  added  to  existing  contracts 
whenever  possible.” 

The  DMEA  derives  its  authority  from  section  .303  of  the  Defense  Production 
Act  of  1950,  as  amended  (50  U.  S.  C.  2093),  which  authorized  the  President  to 
“make  provision  for  the  encouragement  of  exploration”  without  specifying  the 
method  to  be  employed  in  effecting  such  encouragement. 

You  may  be  assured  that  very  serious  consideration  was  given  by  the  Depart¬ 
ment  of  tlie  Interior  to  the  various  methods  of  carrying  out  this  authority  at 
the  lowest  cost  to  the  Government,  at  the  same  time  achieving  a  maximum 
amoimt  of  new  exploration.  One  of  the  first  points  considered  \vas  whether  or 
not  all,  or  any  part,  of  the  Government’s  contribution  to  the  direct  costs  of 
exploration  should  be  repaid.  The  Committee  on  Exploration  and  Development 
Incentives  of  the  former  National  Minerals  Advisory  Council  took  the  matter 
in  hand.  It  was  felt  by  some  that  the  purposes  of  the  program  would  best  be 
served  by  grants,  pure  and  simple,  with  no  provision  for  repayment;  and  that 
such  repayment  as  might  be  expected,  or  hoped  for,  had  better  come  from  the 
income  taxes  that  would  be  collected  from  the  proceeils  of  such  production  as 
might  result  from  the  new  ore  bodies  discovered. 
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On  January  29,  1951,  the  Committee  submitted  its  formal  refommemlations 
to  the  Department  of  the  Interior.  A  eopy  of  this  report  is  attached.  These 
recommendations  were  given  careful  consideration  by  representatives  of  the 
Department  of  the  Interior,  in  the  light  of  experience  with  previous  Govern¬ 
ment  exploration  programs  and  knowledge  of  operations  in  the  minerals  industry. 

On  Februarv  12,  1951,  the  Secretary  of  the  Interior  transmitted  his  recom¬ 
mendation  for  the  method  by  which  the  program  should  be  conducted  to  the 
Administrator  of  the  Defense  Production  Administration.  Approval  was  re¬ 
quested  for  the-  13-point  program  as  outlined,  adequate  funds  for  carrying  out 
its  purpose,  and  authority  to  enter  into  contracts.  A  copy  of  the  Secretary's 
letter  transmitting  the  program  is  attached.  Recommendation  No.  5  of  that 
letter  is  pertinent  to  the  Comptroller  General’s  recent  recommendation  to  the 
Congress.  It  is  as  follows : 

“5.  The  contracts  referred  to  in  paragraphs  3  and  4  above  will  provide 
that  the  applicant  will  repjiy  on  a  royalty  basis  from  net  mill,  smelter  or  other 
proceeds  from  such  project,  an  amount  not  in  rxccns  of  the  Oovernment’s  <on- 
trihution,  as  the  Secretary  may  determine.”  [Italics  supplied.] 

The  program  as  outlined,  the  allocation  of  funds,  and  the  delegated  authority 
to  carry  out  its  purpose  were  approved  by  the  Defense  Production  Administrator 
on  February  28,  1!)51.  In  accordance  therewith  regulations  were  promulgated 
and  published  in  the  Federal  Register  on  April  (i,  1951  (AlO-5). 

The  Comptroller  General  has  made  a  number  of  recommendations  for  changes 
in  DMEA  procedures  from  time  to  time,  most  of  which  are  designed  to  increase 
rigidity  in  the  provisions  of  the  contracts  liy  placing  emphasis  on  “repayment" 
rather  than  on  “inducement  to  explore.” 

Representatives  of  my  own  staff  and  that  of  the  DAIEA  considered  the  Comp¬ 
troller  General's  recommendation  concerning  repayment  very  carefully  and  con¬ 
cluded  that  it  would  not  be  in  the  best  interests  of  the  exploration  program  to 
change  the  regulations  as  suggested.  Some  of  the  considerations  leading  to 
that  conclusion  are  as  follows ; 

1.  The  Comptroller  General  recommended  that  interest  he  paid  and  admin¬ 
istrative  costs  recovered  only  from  the  operators  of  certified  pro.iects.  Only  2 
out  of  every  7  applications  processed  result  in  contracts.  Only  1  out  of  every  4 
of  these  contracts  results  in  certification  of  discovery.  Therefore,  there  is  only 
1  certification,  on  the  avera.ge,  out  of  14  apjdications  processed.  It  is  imiwssible 
to  devise  any  equitable  scheme  which  could  recover  a  si.gnificaut  .share  of  the 
overall  administrative  costs  of  the  program  from  these  certified  projects,  many 
of  which  may  not  have  sufficient  ore  reserves  to  repay  the  Government’s  contri¬ 
bution,  even  under  existing  provisions.  In  order  to  apportion  to  the  operator  of 
a  certified  project  hi.s  fair  share  of  the  administrative  costs,  it  would  he  neces¬ 
sary  to  determine  the  expense  incurred  in  processing  his  application  and  admin¬ 
istering  his  contract.  This  is  impracticable  for  the  following  reasons  : 

(а)  The  amount  of  work  involved  on  each  application  and  contract  varies 
widely  from  case  to  case  depending  on  completeness  of  application,  infor¬ 
mation  available  in  Government  files,  nature  of  the  commodity  involved, 
project  location,  ownership  of  property,  type  of  deposit,  extent  of  field 
examination,  amount  of  sampling  and  mapping  necessary,  amount  and  type 
of  work  performed,  project  time,  repayment  period,  etc. 

(б)  Determination  of  each  operator’s  fair  share  would  necessitate  cost 
accounting  on  a  project-by-project  basis,  thus  substantially  increasing  the 
overall  costs  of  the  program. 

2.  Applicants  for  aid  must  first  find  a  property  worthy  of  presentation.  Sub¬ 
stantial  capital  outlays  resulting  from  technical  investigations  and  acquisition 
costs  are  often  incurred  by  the  applicant  before  DMEA  gets  into  the  picture. 
After  a  discovery  has  been  made,  substantial  capital  outlays  are  necessary  in 
most  cases  for  mine  development  and  production  facilities.  DMEA  does  not 
participate  in  the  costs  of  either.  This  is  but  one  of  the  compensating  elements 
which  led  to  the  adoption  of  DAIEA’s  repayment  regulations. 

The  Comptroller  General’s  recommendation  does  not  appear  to  take  into  con¬ 
sideration  the  fact  that  in  1939,  and  again  in  1946,  the  Congress  enacted  legis¬ 
lation  (Public  Laws  117  and  520)  which  directed  the  Department  of  the  Interior 
to  take  steps  to  develoi>  new  sources  of  strategic  minerals  on  public  and  pri¬ 
vately  owned  lands ;  that  over  $42  million  was  spent  throu.gh  1949  under  these 
authorities;  and  that  no  repayment  or  obligation  of  any  sort  on  the  part  of  the 
property  owner  was  Imposed.  That  part  of  the  Department’s  activities  which 
related  to  direct  exploration  on  private  lands  was  virtually  discontinued  and 
supplanted  by  the  DMA  program  in  19.50.  Under  the  DMEA  program  (successor 
to  DMA),  private  industry  has  furnished  an  average  of  38  cents  for  each  dollar 
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spent  in  tlie  search  for  new  mineral  resources  and  has  also  assumed  a  contin¬ 
gent  obligation  to  repay  the  Government  for  its  direct  contribution  to  the  costs 
of  the  M'ork  in  the  event  of  discovery  of  ore.  If  the  terms  of  the  contract  were 
to  be  made  less  attractive,  by  adoption  of  the  Comptroller  General’s  recommenda¬ 
tion,  participation  by  private  industry  in  risky  projects  of  the  iong-range  nature 
would  tend  to  be  discouraged,  with  the  result  that  the  old-type  program  would  be 
reestablished  in  which  the  Government  paid  the  entire  cost.  It  is  imperative 
tliat  aggressive  programs  to  explore  for  minerals  be  carried  on  and  to  the  maxi¬ 
mum  extent  practicable  in  conjunction  with  private  industry. 

3.  In  computing  the  totai  cost  of  the  work  approved  under  any  contract,  the 
Government  does  not  recognize  the  overhead  and  interest  charges  borne  by  the 
operator.  Since  the  philosophy  of  the  program  is  that  of  a  joint  venture,  the 
loading  of  interest  and  administration  charges  into  the  contract  by  both  the 
Government  and  the  operator  would  obviously  increase  the  total  cost  of  each 
project  considerably.  These  costs  would  liave  to  be  provided  for  and  ailowed 
whether  or  not  a  contract  resulted  in  certification.  As  is  pointed  out  above,  only 
1  oiit  of  4  contracts  results  in  certification.  Hence  it  would  appear  that  by 
keeping  the  allowed  costs  of  the  projects  as  low  as  possible  the  Government 
actually  saves  in  initiai  expenditures,  which  savings  can  be  considered  as  an 
offset  to  whatever  might  be  recouped  from  any  equitahie  arrangement  to  re¬ 
cover  administration  and  interest  charges  on  the  certified  projects. 

The  Department  desires  to  do  whatever  is  necessary  to  encourage  a  maximum 
amount  of  new  minerai  exploration  in  order  to  improve  our  knowledge  of  domestic 
resources  and  to  maintain  an  adequate  mobilization  base.  It  is  also  anxious 
to  achieve  its  purpose  at  the  lowest  possible  cost.  We  believe,  however,  that 
any  recommendations  for  changes  in  the  present  carefully  considered  regulations 
shoiild  contribute  to  both  of  these  objectives  and  shouid  not  contribute  to  only 
one  to  the  detriment  of  the  other. 

To  sum  up,  it  is  our  considered  opinion  that  carrying  out  the  recommendation 
of  the  Comptroller  General  would  be  a  definite  deterrent  to  optimum  exploration. 

Sincerely  yours. 


Douglas  McKay, 
Secretary  of  the  Interior. 


January  29.  1951. 


National  Minerals  Advisory  Council 

ENCOURAGEMENT  OF  EXPLORATION 

The  Committee  on  Exploration  and  Development  Incentives  submits  the 
following  report : 

1.  The  committee  continues  of  the  view  that  income-tax  reforms,  previously 
recommended  by  the  Council,  would  contribute  more  than  anything  else  to  the 
stimulation  of  exploration.  The  balance  of  this  report  deals  with  other  methods 
believed  to  be  possible  under  the  Defense  Production  Act  of  1950. 

2.  It  is  understood  that  under  that  act  the  Government  may  make  grants  or 
loans  to  encourage  exploration. 

8.  As  a  general  principle,  whenever  possible,  the  funds  contributed  by  the 
Government  should  be  matched  by  private  capital.  That  tends  to  insure  that 
Government  funds  will  not  be  wasted  on  frivolous  ventures. 

4.  It  is  recognized  that,  in  the  case  of  some  of  the  most  strategic  metals  and 
minerals,  the  Government  may  have  to  depart  from  the  matching  principle,  in 
whole  or  in  part.  In  such  cases,  a  more  thorough  examination  of  the  project 
by  the  TJSGS  or  the  B.  of  M.  would  seem  an  essential  preliminary  to  Government 
participation. 

5.  As  a  general  principle,  the  Government  should  be  entitled,  whatever  the 
form  of  the  arrangement,  to  repayment  of  the  amount  of  its  contribution  from 
successful  ventures.  The  Committee  does  not  feel  competent  to  express  an 
opinion  on  the  income-tax  questions  involved,  but  suggests  consideration  of  an 
arrangement  for  tax-free  grants,  with  payment  to  the  Government  of  a  percentage 
of  profits  for  a  limited  period  of  time. 

6.  The  Government  should  of  course  consider  questions  of  availability  of  man¬ 
power,  machinery,  and  equipment  in  processing  applications  for  exploration 
assistance. 

Note. — This  resolution  of  the  Council  represents  a  proposal  to  the  Secretary 
of  the  Interior  but  is  not  to  be  construed  as  the  official  policy  of  the  Department. 
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February  12,  1951. 

Gen.  W.  II.  Harrison, 

Administrator,  Defense  Production  Administration, 

Washington,  D.  0. 

Dear  Gener.ve  Harrison  :  I  wish  to  subniit  a  request  for  $10  million  under 
.section  301,  title  III.  of  the  Defense  Production  Act  of  1950  to  be  used  in  accord¬ 
ance  with  section  30:5  (a)  (2)  of  that  act  to  encourage  exploration  for  the  critical 
and  strategic  metals  and  minerals  listed  in  exhibit  A,  and  such  others  as  may 
he  certified  by  the  Secretary  to  the  Defense  Production  Administrator  from  time 
to  time.  The  Secretary!  requests  approval  of  the  jirogram,  the  allocation  of  funds 
for  this  purpose  and  authority  to  enter  into  contracts  for  exploration  projects 
calling  for  the  expenditure  or  commitment  of  funds  within  the  limits  of  the 
requested  authorization. 

PROGRAM 

1.  The  Secretary  will  I'eceive  applications  for  Government  participation  or 
assistance,  by  means  of  grants,  in  exjiloration  projects. 

2.  The  scope  and  physical  extent  of  each  project  will  he  investigated  and 
defined  by  the  I'nited  States  Geological  Survey  and  the  Bureau  of  Mines  for 
Defense  Minerals  Administration  and  approved  by  the  Secretary. 

3.  As  to  projects  ajiproved  by  the  Secretary,  the  Government  will  enter  into 
exploration  contracts  on  a  project-by-project  basis  on  the  general  principle  that 
funds  contributed  by  the  Government  will  be  matched  by  private  capital,  such 
contracts  to  ])rovide  that  the  funds  provided  by  such  capital  will  in  general  be 
expended  prior  to  or  concurrently  with  the  expenditure  of  funds  provided  by  the 
Government. 

4.  With  respwt  to  the  most  strategic  and  critical  metals  and  minerals  the 
Secretary  m.ay  dei);irt  from  the  matching  principle  in  whole  or  in  part  if  he  finds 
that  such  action  is  necessary  to  acconqilish  the  objectives  of  the  program. 

5.  The  contracts  referred  to  in  paragraphs  3  and  4  above  will  provide  tliat  the 
aiqdicaut  will  ix'pay  on  a  royalty  basis  from  net  mill,  smelter,  or  other  proceeds 
from  such  i)roject,  an  amount  not  in  excess  of  the  Government’s  contribution, 
as  the  Swretary  may  determine. 

6.  Advances  of  Government  funds  will  be  made  periodically  at  the  discretion 
of  the  Secretary.  Report  of  expenditures  and  progress  will  be  submitted  by 
tile  a))i)licant  not  later  than  15  days  after  the  close  of  each  month. 

7.  I’eriodic  checks  will  be  made  liy  Government  engineers  and  geologists  for 
Dehuise  Minerals  Administration,  and  the  applicant  will  he  required  to  keep 
ad(‘quate  records  of  each  project. 

8.  In  the  event  the  applicant  is  operating  under  a  lease,  he  shall  submit  a 
cop.v  of  the  lease  and  a  certification  by  the  owner  that  the  lease  is  in  good 
standing. 

9.  Government  funds  shall  be  used  by  the  applicant  only  for  direct  costs  and 
operating  overhead  of  the  jiroject  and  not  for  administrative  expenses  not 
directly  related  to  the  project.  Expenditure  of  Government  funds  by  the 
applicant  for  machinery  and  equipment  shall  he  on  such  terms  and  subject  to 
such  conditions  as  the  Secretary  may  determine. 

10.  Financial  assistance  by  means  of  exi)loration  grants  will  not  be  supple¬ 
mented  by  direct  loans  to  the  applicant  under  section  302  of  the  Defense  Produc¬ 
tion  .\ct  for  the  purpose  of  supplying  him  with  funds  for  his  participation  in 
ex])loration  projects  in  which  the  Government  has  participated  under  this 
program. 

11.  Funds  made  available  for  this  program  will  be  expended  by  the  Secretary 
only  in  the  areas  specified  in  section  713  of  the  Defense  Production  Act. 

12.  Funds  received  by  the  Secretary  in  reiiayment  of  advances  under  the 
e.xploration  program  shall  not  be  retained  by  the  Secretary  hut  shall  become 
part  of  the  funds  available  under  section  304  in  order  to  maintain  the  revolving 
nature  of  such  latter  funds. 

13.  The  Secretary  will  supply  Defense  Production  Administration  with 
periodic  reiMirts  on  the  progress  of  the  program. 

LEG.^L  AUTHORITY 

The  legal  authority  for  this  project  is  contained  in  sections  303  (a)  (2)  and 
304  of  the  Defense  Production  Act  of  19.50  (Public  Law  774  ;  81st  Cong.),  ap¬ 
proved  September  8,  1950,  and  Executive  Order  No.  10101,  dated  September  9, 
19.50,  and  Executive  Order  No.  10200,  dated  .January  3,  1951. 
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FITNDS 


In  order  to  ii)roeeed  witli  the  above  descril>ed  prof^ram  the  Secretary  requests 
that  $10,000,()(M)  be  made  available  for  the  current  tiscal  year  under  section  304 
of  the  Defense  Production  Act  of  1950  to  be  disbursed  or  committed  for  on  the 
order  and  authority  of  the  Secretary  for  tlie  purposes  and  in  the  manner  above 
described. 

The  program  outlined  above  is  ner-essary  in  the  interest  of  national  defense, 
funds  for  this  puri>ose  are  not  otherwise  available  to  the  Department  of  Interior 
and  the  progi’am  cannot  feasibly  be  carried  out  by  any  other  means  than  that 
provided  by  title  III  of  the  Defense  I’roduction  Act.  The  project  should  relieve 
shortages  of  these  metals  and  minerals  to  a  substantial  de.gree  without  divert¬ 
ing  unnecessarily  either  materials  or  manpower  otherwise  essential  to  the 
defense  program.  Further,  it  will  he  effected  by  utilization  of  small  business 
to  a  vei'y  large  degree  and  should  not  I’esult  in  any  increase  in  the  coucenti-ation 
of  economic  power  in  contravention  of  existing  law. 

Recommended : 

Oscar  L.  Chapman,  Secretary  of  Intei'ior. 

Approved : 

E.  T.  Gibson, 

Dcyiify  Adiiiiiiifitrator,  Defence  Production  Adniinistratiori. 


Exhibit  A 


IManganese 

Chrome 

Cobalt 

Nickel 

Tungsten 

Molybdenum 

Fluorspar 

^Miscellaneous  ferro-alloy  ores 
Beryl 

Cerium  and  rare  earth  ores 

Columbium 

Lithium 

Platinum  .group,  unrefined  materials 


Tantalum 

Antimony 

Bismuth 

Copper 

Lead 

Mercury 

Zinc  &  Cadmium 
Asbestos 
Cryolite 
Sulphur 

Kyonite  &  other  mullite  refractories 
Mica  (strategic  grade) 

Monazite 


CoMPTBOLT.KR  GeNFJIAL  OF  THE  UNITED  STATES, 

Washinyton,  D.  C.,  April  SO,  1956. 

Hon.  J.  W.  Fui.uright, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate. 

Dear  Mr.  Chairman  :  Reference  is  made  to  your  letter  dated  April  13,  1956, 
for  comments  on  the  views  of  the  Secretary  of  the  Interior  relating  to  the  recom¬ 
mendation  included  in  our  audit  report  dated  May  31,  1955  (B-114812),  to  the 
Congress  on  Bureau  of  IMiiies  and  Defense  Minerals  Exploration  Administration 
for  the  fiscal  year  ended  June  30,  1954.  This  recommendation  would  provide 
for  repayment  to  the  Federal  Government  by  operators  of  certified  discoveries 
interest  on  the  funds  advanced  and  a  fair  share  of  administrative  expenses  in 
addition  to  the  advances. 

In  his  letter  dated  April  10,  1956,  the  Secretary  of  the  Interior  notes  that 
requiring  repayment  of  interest  on  the  funds  advanced  and  a  fair  share  of  admin¬ 
istrative  expenses  would  be  a  deterrent  to  the  exploration  program  and  would 
necessitate  cost  accounting  on  a  project-hy-project  basis. 

We  recognize  that  views  on  the  matter  of  repayment  of  interest  on  advances 
and  a  share  of  administrative  expenses  by  operators  of  certified  discoveries  can 
iliffer,  hut  the  reasons  for  their  exclusion  as  a  cost  to  individual  projects  under 
the  program  do  not  appear  to  us  to  be  compelling.  In  part,  the  differing  views 
would  seem  to  be  based  on  whether  the  program  is  a  means  for  financing  explora¬ 
tion  activities  or  a  financial  as.sistance  program. 

The  recommendation  in  the  report  is  based  on  the  objective  of  repaying  to  the 
Federal  Government  the  applicalile  costs  of  the  Government  wherever  the  dis¬ 
coveries  warrant  such  action.  We  do  not  believe  that  incentives  of  operators  are 
in  any  way  reduced  by  such  a  requirement.  Operators  incur  no  economic  risk 
of  loss  in  a  substantial  portion  of  the  direct  expenses  incurred  in  performance 
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of  their  exploration  contracts  since  there  is  no  requirement  to  repay  to  the 
Government  its  advances  under  the  contract  (ranging  from  50  to  75  percent) 
uniess  a  certified  discovery  is  made  and  such  discovery  is  placed  upon  a  produc¬ 
tion  basis.  Wliere  expioration  activities  do  not  result  in  discoveries,  no  repay¬ 
ment  is  required.  This  lack  of  risk,  together  with  a  basic  profit  motive,  is,  in 
essence,  the  paramount  incentive  to  the  operator  for  entering  into  the  contract. 
The  certified  discovery  is  in  many  cases  of  such  vaiue  as  to  make  the  requirement 
to  repay  Government  costs,  inciuding  interest  and  a  share  of  administrative 
costs,  insignificant  by  comparison. 

The  recommendation  did  not  propose  a  method  for  distribution  of  adminis¬ 
trative  expenses  to  the  various  projects  under  the  program.  The  method  for 
distribution  of  these  expenses  should  be  based  on  a  study  and  a  resulting  for¬ 
mula  that  is  consistently  applied.  We  cannot  concur  that  a  method  for  making 
a  distribution  of  these  expenses  fairly  to  projects  would  be  extremely  difficult. 
The  use  of  such  a  formula  is  not  unique  in  Government  operations.  For  example, 
certain  agencies  in  the  Federal  Government  use  a  predetermined  percentage  of 
project  costs  ki  charging  to  projects  a  share  of  administration  costs. 

We  do  not  believe  that  repayment  to  the  Government  of  interest  on  advances 
and  a  share  of  administrative  expenses  requires  recognition  of  the  contractor’s 
overhead  and  interest  costs  for  purposes  of  computing  the  total  cost  of  the  work 
under  any  contract. 

Accordingly,  it  is  our  opinion  that  repayment  to  the  Federal  Government 
should  be  made  by  operators  of  certified  discoveries  of  interest  on  the  funds 
advanced  and  a  share  of  the  administrative  expenses.  The  matter  of  repayment 
of  these  costs,  however,  is  one  for  determination  by  the  Congress. 

Sincerely  yours. 


JosEPn  Campbell, 

Comptroller  General  of  the  United  States. 


(Materials  relating  to  General  Services  Administration  program 
follow :) 


Comptroller  General  of  the  United  States, 

Washington,  .Ani/ust  13,  193'/. 

The  Administrator, 

General  Serviees  Administration. 


Dear  Mr.  Administrator:  Reference  is  made  to  certain  metals  procurement 
contracts  under  which  the  General  Services  Administration  or  the  Defense 
Materials  Procurement  Agency  has  authorized  advances  to  contractors  for  con¬ 
struction  or  expansion  of  plant  facilities.  It  is  understood  that  representatives 
of  the  Division  of  Audits  have  previously  questioned  the  propriety  of  these 
contracts  with  members  of  your  staff.  Thereafter,  advice  was  received  that  your 
General  Counsel  has  expressed  the  opinion  that  these  contracts  were  made  pur¬ 
suant  to  adequate  legal  authority. 

The  basic  statutory  authority  relied  upon  in  making  these  contracts  and  for 
authorizing  the  advances  is  that  contained  in  section  303  of  the  Defense  Produc¬ 
tion  Act  of  19.50,  as  amended  (50  U.  S.  C.  App.  2061,  2093),  which  reads  as 
follows : 

“To  assist  in  carrying  out  the  objectives  of  this  Act  *  *  ♦  the  President  may 
make  provision  (1)  for  purchases  of  or  commitments  to  purchase  metals,  min¬ 
erals,  and  other  materials,  for  Government  use  or  resale;  and  (2)  for  the  en¬ 
couragement  of  exploration,  development,  and  mining  of  critical  and  strategic 
minerals  and  metals  *  *  ♦. 


“(b)  Subject  to  the  limitations  in  subsection  (a)  of  this  section,  purchases 
and  commitments  to  purcha.se  and  sales  under  such  subsection  may  be  made 
without  regard  to  the  limitations  of  existing  law,  for  such  quantities,  and  on 
such  terms  and  conditions,  including  advance  payments,  and  for  such  periods, 
but  not  extending  lieyond  .Tune  30, 1962,  as  the  President  deems  necessary  *  *  »  ’• 
pction  302  of  the  same  act  (.50  U.  S.  C.  App.  2061,  2092),  provides: 

To  expedite  production  and  deliveries  or  services  to  aid  in  carrying  out  Gov¬ 
ernment  contracts  for  the  procurement  of  materials  or  the  performance  of 
seriices  for  the  national  defense,  the  President  may  make  provision  for  loans 
(including  paiticipations  in,  or  guarantees  of,  loans)  to  private  business  enter¬ 
prises  (including  research  corporations  not  organized  for  profit)  for  the  expan- 
smn  of  capacity,  the  development  of  technological  processes,  or  the  production 
of  essential  materials,  including  the  exploration,  development,  and  mining  of 
strategic  and  critical  metals  and  minerals.  Such  loans  may  be  made  without 
limitations  of  existing  law  and  on  such  terms  and  conditions  as 
the  President  deems  necessary,  except  that  financial  assistance  may  be  extended 
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Defense  Production  Act  contracts  authorizing  advances  of  funds 

(As  of  June  30,  1956] 


Commodity 


Aluminum 

Beryl . 

Chrome—. 

Do - 

Do _ 


Columbium- 

tantalum. 

Copper . 

Fluorspar . 

Manganese . 

Do . 

Do _ 

Do . 

Do— . 

Do . . 

Do . . 

Do—- . 

Do . . 

Nickel-cobalt- 

copper. 


Nickel-copper — 


Cobalt-nickel- 

copper. 


Ferro-nickel.. 
Nickel . 

Tin-tungsten 


Contract  No. 


GS-OOP(D)- 

12202. 


DMP-79 . 

QS-OOP(D)- 

12272. 


DMP-40 . 

DMP-III-U. 


DMP-ni-O- 


DMP-83 . 

65-OOP(D)- 

18003. 


GS-IOP(D)- 

4. 

GS-IOP(D)- 

3. 

GS-OOP(D)- 

12229. 

DMP-24 . 

DMP-16 . 

GS-OOP(D)- 

12263. 

DMP-26 . 

DM  P-2 . 

G8-00P(D)- 

2615. 

OS-OOP(D) 

12206. 


Date 


Sept.  13,1951 


May  13,1953 
Apr.  11,1952 


Mar.  23, 1953 


Nov.  27, 1953 


May  28. 1953 
June  10,1952 


_ do . 

Nov.  13,1953 
Mar.  20, 1962 
Dec.  31,1952 

Aug.  7,1952 
Apr.  7,1952 
Sept.  16. 1952 
June  10.1952 
Feb.  20,1952 
Feb.  13,1952 


Remolds  Metals 


Proberil,  8.  A _ 

American  Chrome 
Co. 

Eenai  Chrome  Co.. 
Hellenic  Mines . 


Production  covered  by  contract 


Quantity 


100,000  short  tons.. 


2,200  metric  ton  units. 
900,000  short  tons 
(chrome  concen¬ 
trates). 

13,000  long  tons  (ore) . 
(*) . . 


Unit  price 


/Market  ($0.11 
pound) . 


$50.... 

$34.97- 


$97.60  long  ton. 
Market . 


DMP-30- 

MDP-31-. 


Tungsten. 

Titanium. 


Do .  DMP-75 


GS-OOP(D)- 

12095. 


DMP-50.. 

DMP-82.. 


aS-OOP(D)- 

620. 


GS-lOP(D)-l 


GS-OOP(D)- 

12047. 


GS-OOP(D)- 

12136. 

DMP-16 . 


Oct.  15,1952 


Oct.  14,1961 


Jan.  16, 1955 
May  31, 1953 


Gold  &  Base  Met¬ 
als,  Ltd. 

Banner  Mining  Co. 
St.  Lawrence 
Fluorspar  Co. 


Butte  Mines 
Merger. 

Irving  <fc  Nelson.— 

Electro-Manganese 

Co. 

Mangaslag,  Inc - 


Manganese  Chem- 
ic^  Co. 

Westmoreland 
Manganese  Co. 

Products  Trans¬ 
portation  Lines. 

ElChemdem  Min¬ 
ing  Co. 

King  Manganese 
Co. 

Falconbrldge  Nick¬ 
el  Mines,  Ltd. 


Mllnet  Mines,  Ltd 


Falconbrldge  Nick¬ 
el  Mines,  Ltd. 


National  Lead  Co. 


Hanna  Nickel 
Smelting  Co. 
Western  Nickel 
Co.,  Ltd. 


(>)- 


$2.52  pound. 


12,960,000  pounds... 
160,000  short  tons,. 


$0.31  pound. 
$65 . - 


50,000  long  tons 
(ore).* 

60,000  long  tons 

(ore).* 

36,000,000  pounds... 

13,000  long  tons  (fer¬ 
romanganese)  . 

/107,130  long  tons... 
11,312,500  long  tons... 
264,000  long  tons.... 

30,000  long  tons  (ore) . 

5,000  long  tons _ 

800,000  long  tons. . . . 

76,000,000  pounds 
nickel. 

1,600,000  pounds  co¬ 
balt. 


$16.27  t . 

$23.62  t . 

$0.26 per  pound.. 
$200  per  long  ton.. 


$3  per  long  ton.... 
$2.35  per  long  ton. 
$69  (average) . 


July  31,1953 


July  16,1952 


United  States  Tin 
Corp. 


Boulder  Tungsten 
Mines. 

Titanium  Metals 
Corporation  of 
America. 

E.  I.  du  Pont  de 
Nemours  &  Co. 


25,000.000 

pound 

copper. 

4,104,000 

pounds 

nickel. 

4,906,661 

pounds 

copper. 

6,930,000  pounds  co¬ 
balt. 

9,262,000  pounds 

7,088,000  pounds 
copper. 

125,000,000  pounds.. 

42,000,000  pounds— . 
14,000,000  pounds... 


$0,565  pound. 

$1,125  pound. 

14,061  short  tons  $53.46  pound, 
tungsten. 


7,000,000  pounds 
1,416,626  pounds  tin. 


$0.96  per  long  ton.. 
$0.72  per  long  ton.. 
$1.83  per  long  ton. 

1.5666  pound . 

$1.80  pound _ 

$0.19  pound- . 


$0.5666  pound . 
$0,276  pound . . 


$2,103  pound _ 

$0.64  pound _ 

$0,244  pound _ 

$0.8325  pound  (aver- 


$0.6876  pound. . 
$0,665  pound. - 


Cramet,  Inc.. 


MacArthur  Min¬ 
ing  Co. 

Mid-Continent 
Mining  Corp. 


1,405  short  tons  tung¬ 
sten. 

18,000  short  tons _ 


13,600  short  tons.. 


6,000  short  tons.. 


3,000,000  pounds. 
14,800,000  pounds.... 


$38. 000,000 


110,000 

31,473,000 


4. 018, 000 
9, 750, 000 


<  813,  500 
<1,417,200 
9, 360,000 
2, 600, 000 

321,390 
2, 832, 620 
18, 216,000 

1,225, 000 

360, 000 

1,464, 000 

42,496,000 

3, 600,000 

4, 750, 000 

2, 326, 326 
1, 349, 304 


14. 673, 790 

6, 001, 480 

1, 729, 472 

104, 044,  640 

24, 675, 000 
8, 226,000 

3. 965,000 


Rights  and  obligations 


Nature 


Purchase... 


..do.. 
_ do.. 


_ do.. 

(*) 


Quantity 


100,000  short  tons.. 


2,200  metric  ton  units. 
900,000  short  tons. 


_ do . 

Floor  price 
call. 


Purchase... 
...do _ 


call.* 

...do* _ 


50,000  long  tons  * _ 

60,000  long  tons  *  — 

'36,000,000  pounds.. - 
,36,000,000  pounds—. 

13,000  long  tons - 

13,000  long  tons - 


Floor  price. 

_ do _ 

Purchase— 

—  .do _ 

_ do - 

_ do _ 

_ do . 

Floor  price. 

Purchase... 

Floor  price 

Purchase- 

Floor  price. 

Purchase.. 

. do _ 

_ do _ 

_ do. . 


_ do. 

Floor  price 
or  mar¬ 
ket. 

Call  at  mar¬ 
ket  or 
floor. 

(See  “Re¬ 
marks”.) 


13,000  long  tons.. 


12,960,000  pounds.. 
150,000  short  tons.. 
90,000  short  tons... 


107,130  long  tons _ 

1,312,500  long  tons*. 
264,000  long  tons... 


30,000  long  tons _ 

5,000  long  tons . . 

200,000  long  tons... 

pounds 


60,000,000 
nickel. 

25,000,000  pounds 
nickel. 

1,000,000  pounds  co¬ 
balt. 

25,000,000  pounds 
copper. 

4,104,000  pounds 
nickel. 

4,906,561  pounds 
copper. 


6,930,000  pounds  co¬ 
balt. 

9,262,000  pounds 
nickel. 

7,088,000  pounds 
copper. 

126,000,000  pounds-- 

42,000,000  pounds.. - 

14,000,000  pounds. 


7,000, 000,pounds.. 


Value 


$38, 000, 000 


110, 000 


1,261.000 


4, 018, 000 
9.  760, 000 
6, 850. 000 


<  813,500 

<  1.417,200 

9. 360. 000 
10, 800, 000 
2, 600, 000 
2, 600, 000 

321,390  \ 
2,832,620  / 
18, 216, 000 

1,226,000 

360,000 

1,464, 000 

28, 330, 000 

14, 166, 000 

3, 600,000 

4, 760, 000 

2,325. 326 

1, 349, 304 


63.00  short  tons  tung¬ 
sten. 

Market  * . 


(•)- 


$0,176  per  pound. 
$0.16  per  pound.. 


88, 615 
1  180, 000, 000 

1  136, 000, 000 


50, 000,000 

626,000 

2,368,000 


Purchase.. 

(?) 

— do _ 


Floor  price 
call.** 


. do . 

. do*. 


1,416,625  poimds.. 
14,061  short  tons.. 


l,406short  tons  tung¬ 
sten. 


104, 044, 540 
36, 855, 000 


1, 593, 703 
766, 905 


88, 515 


6,000  short  tons... 

3,000,000  pounds . 

3,000,000  pounds . 

14,800,000  pounds — 
10,600,000  poimds.. 


60, 000,000 


625,000 
625,000 
2, 368,000 
1,680, 000 


Authorized 

For  capital 
facilities 

Advanced 

Repaid 

Balance 

$12,000,000.00 

$12, 000, 000. 00 

$12, 000, 000. 00 

$5, 676, 043. 07 

$6, 423, 966. 93 

50. 000. 00 

60. 000.00 

34,164. 10 

34.164.10 

960, 000. 00 

950, 000.00 

960, 000.00 

950,000.00 

310, 000. 00 

IIW,  000.00 

310, 000.00 

64,  538,99 

255, 461.01 

22, 496. 83 

280, 000.00 

280,000.00 

155, 471.00 

165, 471.  00 

473,  665. 00 

473,  665. 00 

473,  666. 00 

262,  286.  76 

211,379.24 

1, 250, 000. 00 

1,  250, 000. 00 

*  1,279,  601.13 

440,  337.  63 

839, 163.  60 

40, 000, 00 

40, 000. 00 

40, 000.00 

8, 166.  61 

31, 833. 39 

106.  687. 60 

106,  587.  60 

106,  687.  60 

32.  712.  96 

73, 874.  54 

2,  250, 000. 00 

2,000,000.00 

2, 000, 000.  00 

616, 360.00 

1,384, 650.00 

1.320, 000.00 

1,000, 000.00 

1,320, 000.00 

1,320, 000.00 

2, 250, 000. 00 

2, 250,000.00 

2, 240, 005.  73 

2, 240, 006. 73 

3,807,260.00 

3, 207, 260. 00 

3, 040, 381.03 

123, 374.  63 

2, 917, 006.  50 

100, 000. 00 

100,000.00 

43, 508. 29 

1, 392. 96 

42, 116. 33 

60, 000.00 

60, 000. 00 

60, 000.00 

60, 000.00 

90, 000. 00 

90, 000.00 

90, 000.00 

10, 670. 16 

79,329. 84 

6. 000, 000. 00 

6, 000, 000. 00 

6. 000, 000. 00 

4. 133, 463.  76 

1,866,  536.24 

440, 000. 00 

440, 000. 00 

7, 500, 000. 00 

7, 500, 000.00 

7, 500,000.00 

7, 500, 000. 00 

24, 800, 000. 00 

22, 000, 000. 00 

18,637.869.07 

2,144, 872.40 

16, 492, 996. 67 

2, 654, 658. 30 

2, 166. 925. 89 

2. 716, 768. 30 

2, 716, 758. 30 

88, 109.00 

88, 109. 00 

88, 109.00 

88, 109.00 

16, 000, 000. 00 

16, 000,000.00 

14, 644, 194.76 

3, 148,041. 63 

11,496,153. 12 

10, 340, 000. 00 

10. 840, 000. 00 

10, 340, 000. 00 

2, 633, 924. 72 

7, 806, 076. 28 

24,950.000.00 

24, 950, 000.00 

23, 617, 867. 00 

45,000.00 

46, 000.00 

45,000.00 

325,000.00 

326,000.00 

325, 000.00 

326,000.00 

The  original  letter  contracts  of  2  with  Kaiser  Aluminum  &  Che^cal  Co.; 
coverhig  production  and  sale  to  Government  of  41,000  short  tons  with  value  of 
and  GS-OOP-(D)-12213,  covering  100,000  short  tons  with  value  o/  *38 
tained  orovlsions  for  advances  of  $3,200,000  and  $8  miUion,  respectively.  In  the  definitive 
SntracS  however,  no  authority  tor  advances  appears,  and  no  advances  were  made.  In 
fixing  the  value,  the  price  at  the  time  the  contract  was  made  ($0.19  per  pound)  Is  used. 

This  contract  also  authorized  advances  of  $2,165,000  (of  which  *2,16^604.43  has  been  made) 

^  f^  the  purchase  by  the  contractor  as  agent  for  the  Governmei^,  and 
ment,  to  which  title  has  been  taken  by  the  Government  on  Government-owned  property 

In  the  Hellenic  Mines  contract,  the  contractor  is  obliged  to  repay  the 
and  foreign  currency  by  delivering  to  the  Government  a  quantity 
having  a  value,  at  the  market  price  tor  Turkish  cluome  at  the  time 

to  the  dollar  value  of  the  advances  with  interest.  It  Is  sUpulated  that  the  chrtrae  del^ered 
shall  be  the  produce  of  the  mines  to  be  developed  with  the  ac^ances.  It  Is  to  be  noted  that 
the  contract  cites  the  Defense  Production  Act  as  authority.  This  relates  to  dollar  advances. 
The  foreign  currency  advances  are  from  counterpart  generated  by  foreign  aid  pro¬ 

grams,  and  were  made  available  under  EGA  aid  of  1948  and  MSA  aid  of  1961.  The  total 
current  value  of  the  foreign  currency  advances  Is  about  $377,497.02.  ^ 

Contractor  is  obligated  to  repay  advances  by  delivering  to  the  Government  sumcient  35  per¬ 
cent  concentrates,  at  a  base  price  of  $1.26  plus  premiums,  plus  a  bonus  of  100  percent  of  base 
plus  premiums,  to  equal  the  amount  of  the  advances  with  interest. 

Contractor  has  right  to  put  150,000  short  tons  to  Government;  Government  has  right  to  call 
90,000  short  tons  of  the  contract  quantity;  any  amounts  called  by  the  Government  are  de¬ 
ducted  from  the  quantity  contractor  has  the  right  to  put,  so  that  in  any  case  the  Govern¬ 
ment’s  obligation  to  take  is  limited  to  150,000  short  tons. 

*Not  less  than  34,000  long  tons. 

fPrlce  schedule  contained  in  revision  No.  1  of  manganese  regulation  (17-percent  ore,  $16.27). 
•Not  less  than  ^,000  long  tons. 

tPrice  schedule  contained  in  revision  No.  1  of  manganese  regulation  (20-percent  ore,  $23.62e. 
Government’s  call  at  higher  of  market  of  $0.26  per  pound,  subject  to  escalation. 

Originally  authorized  advance  of  $1,000,000  not  definitely  allocated  between  capital  and  work¬ 
ing  funds;  amendment  No.  1  authorized  increase  of  $320,000  In  advance  for  working  funds. 
•Call  at  higher  of  market  or  $200  per  long  ton. 

Price  is  tor  1st  9  months’  production;  thereafter,  $2.35,  subject  to  redetermination. 


Although  subject  contract  covers  nickel,  cobalt,  and  copper  (all  of  which  are  contained  in  con¬ 
tractor’s  ores),  the  advance  is  to  be  liquidated  (not  by  payment  of  money)  by  credits  to 
contractor  based  upon  contractor’s  production  (whether  or  not  sold  to  GSA)  of  nickel  and 
cobalt  only.  Therefore,  it  appears  that,  in  assessing  the  extent  to  which  the  funds  advanced 
are  “advance  payments,”  only  the  nickel  and  cobalt  obligations  may  be  considered.  Price 
of  cobalt  is  higher  of  market  or  $1 .80  per  pound.  In  making  the  calculations  tor  the  financing 
of  the  contract,  this  was  estimated  at  $2.40  per  pound. 

Under  these  contracts,  Mfinet  agreed  to  produce  and  sell  ores  to  Falconbrldge  to  produce  nickel 
and  copper  from  such  ores  and  sell  it  to  the  Government.  The  advance  to  Milnet  was  liq¬ 
uidated  by  credits  given,  based  upon  the  quantities  of  nickel  only  recovered  from  the  ores. 
(See  note  on  Falconbrldge  contract  above.)  In  point  of  fact,  the  nickel  recovery  (3,900,000 
pounds)  fell  short  of  the  estimates  (4,104,000  pounds),  and  the  balance  of  the  advance  was 
liquidated  by  a  cash  payment.  The  contract  also  covered  quantities  of  platinum  and  pal¬ 
ladium,  with  total  value  of  about  $670,000,  which  are  byproducts  recovered  in  refining  the  ore. 


The  price  is  per  pound  of  contained  nickel.  The  price  progressively  doclines  as  production 
increases  from  $1.4386  per  poimd,  to  $0,605. 

The  foregoing  rights  and  obligations  were  contingent  upon  the  success  of  the  development  part 
of  the  contract  which  failed,  so  no  advances  were  made,  and  the  contract  appears  dead. 


The  contract  provided  that  the  prices  were  to  be  at  market,  with  a  provision  tor  renegotiation 
based  upon  contractor’s  cost  experience.  The  figui'es  above  are  based  on  market  prices 
prevailing  at  time  of  contract.  In  May  1954  GSA  declined  to  renegotiate  the  price  based 
upon  the  premise  that  the  operation  was  feasible  on  at  least  a  break-even  basis  at  the  then 
current  market  price  for  tin.  The  Government  had  a  call  on  production,  in  default  of  which 
contractor  had  right  to  sell  elsewhere,  but,  If  unable  to  do  so,  contractor  could  put  production 
in  specified  amounts  to  Government.  Of  the  amount  autnorized  to  be  advanced,  $2,600,901 
was  authorized  by  contract  or  amendments;  current  advances  not  covered  by  formal  amend¬ 
ment. 

•Price  fixed  at  lower  of  $6  per  pound,  or  market. 

t  Contract  valuation  based  on  $5  per  pound,  price  current  at  time  of  contract.  These  contracts 
provide  that  contractors  shall  offer  their  production  on  the  market  and,  if  unable  to  sell  to 
private  consumers,  they  may  then  deliver  titanium  at  the  lower  of  $5  per  pound,  or  market, 
m  repayment  of  advances.  The  Government  ^o  has  a  call  on  76  short  tons  per  quarter 
(300  short  tons  per  annum)  when  the  capacity  reaches  1,350  short  tons  per  annum,  and  on 
an  indeterminate  quantity  thereafter,  In  the  Du  Pont  contract;  In  the  TMCA  contract 
Government  has  a  call  on  400  tons  per  annum,  minimum,  and  also  a  call  on  a  quantity  not 
otherwise  disposed  of. 

*$6  per  pound  ($10,000  per  ton)  for  first  1,000  short  tons;  $4  per  pound  (8.000  per  ton)  tor  remain¬ 
ing  6,000  short  tons.  ^ 

••Government  has  call  on  lower  of  25  percent  or  production  or  1,600  tons  per  annum,  provided 
total  Government  required  to  purchase  not  to  exceed  7,500  short  tons. 


•Call  price  is  higher  of  market  or  floor  price. 


>  $22,130.82  plus  1,176,631  (Austrian)  schillings;  178,014  Deutschemarks;  8,697,000  (Greek)  drachma. 
76659—66 - (Face  p.  136) 


a  See  remarks. 


*  Includes  interest. 


*  Estimated. 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OP  195  6  135 


only  to  the  extent  thnt  it  is  not  otherwise  available  on  reasonable  terms  and 
manufacture  of  newsprint.” 

These  separate  statutory  provisions  obviously  contemplated  different  types  of 
financial  assistance.  Loans  for  plant  expansion  purposes  were  to  be  made  only 
to  the  extent  that  financial  assistance  was  not  otherwise  available  on  reasonable 
terms.  And  authority  to  make  such  loans  has  not  been  delegated  to  the  General 
Services  Administration  or  to  the  Defense  Materials  Procurement  Agency.  On 
the  other  hand,  “advanced  payments”  under  contracts  for  the  procurement  of 
critical  and  strategic  materials  hardly  could  have  been  intended  as  a  proper  sub¬ 
stitute  for  a  capital  loan  needed  to  construct  or  expand  a  plant  facility.  The 
usual  purpose  of  an  advance  payment  is  to  provide  working  capital. 
That  is  to  say,  it  is  not  customary  to  cxGcutG  a  contract  for  the  purchase  of 
materials  from  a  company  and  then,  under  the  pretext  of  an  advance  payment 
lend  the  company  the  money  to  build  the  plant  to  produce  the  materials. 

There  has  been  found  nothing  in  the  present  law  to  indicate  that  the  Congress 
intended  any  broader  authority  insofar  as  concerns  advance  payments  than  that 
usually  encompassed  by  the  term  “advance  payments.”  In  fact,  another  sub¬ 
section  (subsection  (e) )  of  this  very  section  303,  which  provides  the  authority 
for  advance  payments,  contains  authority  for  plant  expansion  purposes  It 
authorizes  additions  and  improvements  to  facilities  owned  by  the  United  States 
and  the  installation  of  Government-owned  equipment  in  private  plants.  Neither 
situation  obtains  in  the  case  of  the  subject  contracts. 

This  Office  is  thus  inclined  to  the  view  that  the  program  under  which  vour 
administration,  has  undertaken  to  make  capital  loans  in  the  form  of  advance 
payments  repayable  in  periodic  installments  or  in  materials  is  of  highly  (luestion- 
able  legality.  However,  the  great  importance  of  the  question  prompts  me  to  re¬ 
quest  your  views  before  instituting  further  action  in  the  matter  In  this  con¬ 
nection  I  should  like  to  be  informed  as  to  whether  further  advances  of  this 
nature  are  contemplated  and  as  to  the  present  status  of  those  alreadv  made 

An  early  reply  will  be  appreciated. 

Sincerely  .vours, 

Frank  H.  Weitzei,, 

Actmg  Comptroller  General  of  the  United  States. 


Generat,  Services  Administration 

ro :  The  Administrator.  November  16. 1955. 

rrom :  The  Comptroller. 

subject:  Advance  Payments  Under  the  Defense  Production  Act  of  1950  as 
amended.  as 

To  meet  the  questions  raised  by  the  Acting  Comptroller  General  as  to  the  le- 

“rafof  ^ 

To  summarize  the  data  : 

payments,  in  whole  or  in  part  for  capital  facilities,  were  contracted 
or  in  _9  instances.  In  one  of  these,  no  funds  were  advanced. 

2.  The  value  of  production  covered  by  such  contracts,  based  upon  contract 
•rices,  aggregates  in  excess  of  $710,277,745.  ^ 

apitMScmtLr*^'^^^^^  $120,117,769  are  authorized,  of  which  .$115,500,036  is  for 

advanced  total  $108,410,568.73.  Repa.vments  total  .>^20.5! >7 - 
48.78,  leaving  a  balance  of  $87,813,119.95. 

advances  totaling  $1,512,273.10,  had  been  paid  in  full. 
*^alaiices  of  advances  under  two  additional  contracts, 

6.  Contractors  are  currently  meeting  their  contractual  obligations  in  12  cases 
ith  outstanding  balances  totalinf  $68,810,170.14.  (These  figures  include  two 
ases  paid  out  since  .June  30, 1955.) 

7.  Three  cases,  involving  outstanding  balances  totaling  $9,995,466.74,  are  de- 
nqueut,  but  it  has  not  yet  been  deemed  advisable  to  invoke  contract  sanctions. 

result  of  defaults,  or  of  the  happening  of  contract  contingencies,  ad- 
Ini  action  has  been  or  is  being  taken  to  liquidate  eight 

mtracts,  with  unpaid  balances  of  advances  totaling  $7,495,209  97 


Max  Medley. 
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General  Services  Administration, 

November  17, 1955. 


Re  advance  paj’ments  under  the  Defense  Production  Act,  as  amended. 


Hon.  .Toseph  Campbell, 

Comptroller  General  of  the  United  States, 

Washington  2o,  D.  C. 


Dear  Mr.  Co.mptroller  General  :  As  requested  by  your  office,  there  is  ewcLosed 
a  summary  schedule  and  analysis  of  contracts  made  by  GSA  and  Defense  Ma¬ 
terials  Procurement  Agency  for  the  production  of  critical  and  strategic  metals 
and  minerals,  in  connection  with  wliich  advance  payments  were  made  for  ex¬ 
pansion  of  capital  plant  facilities  under  section  305  (b)  of  Defense  Production 
Act,  as  amended. 

Your  office  has  suggested  that  these  advances  were  unlawfully  made ;  that  in 
brief,  GSA  and  DMPA,  under  the  gui.se  of  advance  payments,  made  loans  for 
capital  plant  facilities  tlmt  were  unauthorized  under  section  303  of  the  act. 

We  have  previously  expressed  a  contrary  opinion  in  discussions  with  your 
office  and  we  have  been  requested  to  make  a  formal  report.  There  is  enclosed  a 
memorandum  opinion  by  General  t’ounsel  in  supi)ort  of  our  position.  We  are 
authorized  to  state  that  the  General  Counsel  or  ODM  has  informally  expressed 
his  agreement  with  the  conclusion  reached  therein. 

We  trust  that  on  further  consideration  you  will  concur  in  our  view  that  advance 
payments  for  plant  expansion  may  lawfully  he  made  under  section  303  of  the  act, 
lirovided  that  tlie  amount  advanced  is  not  greater  than  the  value  of  the  material 
which  the  Government  has  the  right  to  purchase,  so  that  the  advance  can 
actually  be  recovered  liy  a  charge  against  a  part  or  all  of  such  material  produced. 
We  do  not  contend  that  there  is  authority  to  make  advance  payments  tliat  are  not 
thus  recoverable. 

As  we  have  previously  advised  your  office,  the  exigencies  of  tlie  materials 
Ijicture  have  changed  and  it  is  not  our  present  practice  to  make  this  type  of 
liiiancial  assistance  availalde  in  connection  with  new  contracts. 

Cordially  yours. 


Edmund  F.  Mansure,  Administrator. 


October  3,  1955. 

To :  The  Administrator. 

F'rom  :  Acting  General  Counsel. 

Sul)ject  :  Advance  payments  under  the  Defense  Production  Act,  as  amended. 

You  have  asked  my  opinion  whether  GSA  acted  M'ithin  its  authority  under  the 
Defense  Production  Act  of  19,50,  as  amended,  in  making  advance  payments  against 
production  in  connection  with  certain  metal  procurement  contracts  under  which 
the  contractor  used  the  proceeds  of  the  advance  for  the  purpose  of  acquiring  or 
expanding  capital  facilities.  Similar  advances  were  made  under  Defen.se  Ma¬ 
terials  Procurement  Agency  contracts. 

Mr.  Weitzel,  Assistant  Comptroller  General,  in  his  letter  of  August  15,  1954, 
questioned  the  legality  of  advances  for  such  purposes  and  suggested  that  under 
the  act,  advances  may  l)e  properly  made  only  for  the  purpose  of  making  work¬ 
ing  capital  availal)le  to  the  contractor. 

As  I  have  previously  advised  you  informally,  I  am  of  the  opinion  that  such 
advances  were  lawfully  made. 

The  authority  to  make  advances  under  the  act  is  contained  in  section 
303  (b),  which  provides,  in  pertinent  part,  that  in  purchasing,  or  making  com¬ 
mitments  to  purchase  metals,  minerals,  and  other  materials  for  Government 
use  or  resale,  such  purclia.ses  and  commitments  “may  be  made  without  .regard 
to  the  limitations  of  existing  law,  for  such  quantities,  and  on  such  terms  and 
conditions,  including  advance  payments  *  *  *  as  the  President  deems  neces.sary 
*  »  (This  authority  was  delegated  to  the  Administrator  of  General  Serv¬ 
ices  and  the  Defense  ^Materials  I'rocurement  Administrator  by  Executive  orders 
of  the  I’resident. ) 

You  will  observe  that  the  phrase  “including  advance  payments”  is  unqualified 
in  any  particular.  Its  conclusion  M-as  perhaps  thought  advisable,  despite  the 
language  “without  regard  to  the  limitations  of  existing  law,”  to  override  express¬ 
ly  another  provision  of  law  which  does  prohibit  the  making  of  advances. 

That  law  (sec.  3648,  Revised  Statutes,  as  amended,  31  U.  S.  C.  529)  per¬ 
tinently  provides,  “No  advance  of  pul)lic  moneys  shall  be  made  in  any  case  unless 
authorized  by  the  appropriation  concerned  or  other  hiM’”  ;  the  purpose  of  the  pro- 
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vision  beiiiR  to  assure,  in  the  continnini?  lansnage  of  the  statute,  that  “* •*  *  * 
in  aii  oases  of  contracts  for  tiie  performance  of  any  service,  or  tlie  delivery  of 
articles  of  any  description,  for  tlie  use  of  the  United  States,  payment  shall  not 
exceed  the  value  of  the  service  rendered  or  of  the  article  delivered  previously  to 
sucli  payment  *  * 

No  si)ecial  signiticance  attaches  to  the  term  “advance  payments”  as  used  in 
this  statute  and  it  may  not  l)e  construed  as  meaning  that  only  advances  for 
some  purposes,  and  not  others,  are  prohibited.  By  its  provisions,  for  example, 
payment  of  advance  rent  for  use  of  space  by  the  Government,^  and  progress 
l)ayments  for  work  partially  performed  (if  the  Government  has  no  title  to  or 
a  lien  upon  the  completed  portion),^  are  as  much  prohibited  by  the  statute  as 
are  advances  for  working  capital  or  capital  equipment.*  All  disbursements  of 
pnblic  funds  for  any  purpose  l)efore  value  received  are  simply  prohibited,  unless 
autliorized  liy  the  ai)propriation  concerned  or  “other  law.” 

When,  therefore,  section  30:5  (b)  of  the  act  (the  “other  law”)  expressly  au- 
thorizes  advance  iiayments  in  general  terms,  it  is  reasonable  to  conclude  that  the 
exception  is,  for  the  puri)oses  of  the  act,  as  broad  as  the  prohibition ;  that  is  to 
say,  that  in  carrying  out  the  objectives  of  the  act,  public  funds  may  be  dis- 
l)ursed  in  advance  of  value  received.  In  short,  it  seems  that  if  Congress  had  in¬ 
tended  to  limit  the  use  of  advances  under  section  303  (b)  of  the  act  for  working 
caiiital  purposes,  it  would  liave  said  so." 

Mr.  Weitzel  suggests,  however,  that  the  limitation  is  implied.  He  says,  in 
effect,  tlmt  the  direct  lending  authority  contained  in  section  302  obviously  con- 
temjjlates  a  different  type  of  financial  assistance  from  that  contemplated  by 
section  303;  and,  tlierefore,  that  advances  made  under  section  303  procurement 
contracts  "hardly  could  have  been  intended  as  a  proper  substitute  for  a  capital 
loan  needed  to  construct  or  expand  a  plant  facility.”  He  then  adds,  “The  ordi¬ 
nary  and  usual  purpose  of  an  advance  payment  is  to  provide  working  capital.” 

I  agree  with  Mr.  Weitzel  that  the  two  sections  contemplate  different  types  of 
financial  transsictions.  But.  in  the  absence  of  explicit  language  to  such  effect,  it 
doesn’t  follow  that  the  purposes  to  which  they  may  be  put  are  mutually  ex¬ 
clusive.  For  if  it  is  said  that  an  advance  of  funds  under  section  303  may  bo 
used  only  for  working  ciipital  because  loans  are  available  for  plant  expansion 
under  .section  302.  then  it  is  as  reasonable  to  suggest  that  loans  under  section 

302  ma.v  be  used  only  for  plant  expansion  because  advance  payments  are  avail¬ 
able  for  working  capital  under  section  303.  However,  neither  view  is  persuasive 
to  me,  for  the  reason  that,  in  tlie  particular  under  discussion,  the  object  of  both 
sections  is,  sinqily  and  identicall.v,  to  furnish  credit  or  financing  where  needed. 

Indeed,  that  is  one  of  the  principal  purposes  of  the  whole  of  title  III.  Self- 
evidently,  it  was  designed  to  provide  a  variet.v  of  credit  and  finance  devices  that 
could  be  tailored  to  meet  the  individual  financial  requirements  of  the  many  dif¬ 
ferent  kinds  of  business  enterprises  engaged  in  the  critical  and  strategic  ma¬ 
terials  field  in  a  period  of  national  emergency  that  was  certain  to  call  for  more 
than  “ordinary  and  usual”  finance  methods. 

Thus,  summarily,  section  301  was  designed  to  stimulate  the  flow  of  private 
credit  by  making  available  the  so-called  guaranteed  V  loan.  Where  private  capi¬ 
tal  was  not  reasonably  available,  section  302  affords  direct  public  loans.  It 
is  noteworthy  that  under  either  section  assistance  may  be  given  to  a  borrower 
even  though  he  has  no  Government  contract  as  iong  as  sucii  action  will  expedite 
production  and  deliveries  or  services  under  Government  contracts.  Section 

303  provides  in  part  for  direct  Government  purchases  and  commitments  to  pur¬ 
chase  and  also  authorizes  financial  assistance,  expressiy  countenancing  advance 
payments  in  connection  with  such  transactions.  It  also  provides  that  Govern¬ 
ment-owned  ecpiipment  ma.v  be  installed  in  plants,  factories  and  other  industrial 
facilities  owned  by  private  persons.  Thus,  as  needs  for  financial  assistance 
var.v,  the  act  provides  different  devices  for  making  such  assistance  avaiiable. 

The  fact  that  advance  payments  may  resemble  loans  in  certain  particulars 
seems  to  me  to  be  immaterial.  As  long  as  the  money  advanced  to  a  contractor  is 
truly  an  advance  payment,  that  is — payment  in  advance  for  materials  to  be 


*  in  Comp.  Gen.  758. 

“  2n  Atty.  Gen.  46. 

^  26  Comp.  Gen.  468. 

•*  See,  for  example,  special  congressional  exemption  from  the  general  ban  against  advance 
payments  in  title  31  U.  S.  C.  at  sec.  530,  with  respect  to  advance  payments  for  periodicals 
for  Government  use  ;  and  at  sec.  531  witli  respect  to  the  payment  of  rent  in  advance  for 
Government  use  of  foreign  office  space.  Similarly,  Congress  could  have  explicitly  lifted  the 
l)an  of  the  Revised  Statutes  to  permit  the  making  of  advances  for  working  capital  purposes 
only  ;  but  it  did  not. 
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prodx’.ccrt  or  services  to  be  rendered,  the  act  does  not,  either  specifically  or  by 
implication,  place  any  restrictions  on  the  use  to  which  the  contractor  may  put 
such  money. 


Contracts  svith  delinquencies  in  performance 

NO  ACTION  TO  LIQUIDATE 

Contract  No. 

Name 

Unpaid 
balances  of 
advances 

$255,461.01 

2,240,005.73 

7,500,000.00 

Total  — . . . . . . . 

9,995,466.74 

IN  LIQUIDATION 


$1,320,000.00 
2, 917, 006. 50 
42,115.33 
50,000.00 
79, 329.40 
2,  716,  758,83 
4.5,000.00 
325,000.00 

GS-O0P(D)-520 

IMP-15 

Total . . . . . . - . 

7,495,209.97 

CoMPTKOLLEU  GENERAL  OF  THE  UNITED  STATES, 

Washington,  D.  C.,  February  21,  1956. 

Hon.  Franklin  G.  Floete, 

Acting  Administrator,  General  Services  Administration. 

Dear  I\Ir.  Floete  :  Reference  is  made  to  your  letter  of  November  17,  1955,  witli 
enclosures,  expressins  the  opinion,  with  which  your  General  Counsel  concurs, 
that  certain  contracts  made  by  GSA  and  the  Defense  Materials  I’rocurement 
Agency  for  the  production  of  critical  and  strategic  metals  and  minerals — wherein 
it  was  agreed  that  advance  payments  were  to  he  used  for  purposes  of  plant 
expansion — were  authorized  under  section  503  (b)  of  the  Defense  Production 
Act  of  1950. 

Your  letter  was  in  reply  to  our  letter  of  August  13,  1954,  questioning  the 
legality  of  these  transactions  on  the  basis  that  tlie  Congress  could  not  have 
intended  that  the  authority  to  make  advance  payments  under  303  (b)  would  be 
used  for  making  what  amounted  to  loans  for  purposes  of  plant  expansion,  since 
authority  to  make  loans  for  such  purpose  was  contained  in  section  302  of  the 
statute. 

On  further  consideration  of  the  matter  in  the  light  of  the  memorandum  of 
your  General  Counsel,  we  are  in  accord  with  your  view  that  the  statute  is  sufli- 
ciently  broad  to  permit  advance  payments  to  be  used  for  expansion  of  plant 
facilities,  as  well  as  for  working  capital.  Accordingly,  no  further  question  will 
be  raised  as  to  tlie  legal  iiropriety  of  the  transactions  involved. 

Sincerely  j’ours. 


Joseph  Campbell, 

ComytroUer  General  of  the  United  States. 


(A  report  of  tlie  Attorney  General  follows  :) 


Report  of  the  Attorney  General  Prepared  Pursuant  to  Section  207  (a)  of 
THE  Small  Business  Act  of  1953,  as  Amended,  April  13,  1956 


To  the  President  of  the  United  States  of  America  a)id  the  Senate  and  the  Hou.se 
of  Representatives  of  the  United  States  of  America  in  Congress  assembled: 

I  have  the  honor  to  submit  this  second  report  for  the  fiscal  year  19.5.5-56  under 
section  207  (a)  of  the  Small  Business  Act  of  1953,  as  amended  by  section  5  of 
Public  Law  268,  84th  Congress.  That  provision  directs  the  “Attorney  Gen¬ 
eral  *  *  *  to  make  *  *  *  surveys  for  the  purpose  of  determining  any  factors 
which  may  tend  to  eliminate  competition,  create  or  strengthen  monopolies,  injure 
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small  business,  or  otherwise  promote  undue  concentration  of  economic  power 
in  the  course  of  the  administration  of  this  act.  The  Attorney  General  shall 
submit  to  the  Congress  and  the  President  *  *  »  reports  setting  forth  the  results 
of  such  surveys  and  including  such  recommendations  as  he  may  deem  desirable.” 

This  report  focuses  on  the  operations  of  the  Small  Business  Administration  in 
assisting  Imsiness  firms  to  obtain  certain  raw  materials  in  chronic  or  temporary 
short  supply  due,  in  part,  to  the  demands  of  the  national  defense  program.  This 
report  is  based  on  interviews  with  representatives  of  tlie  Small  Business  Admin¬ 
istration,  the  Office  of  Defense  Mobilization,  the  Business  and  Defense  Services 
Administration  of  the  Department  of  Commerce,  and  the  General  Services  Admin¬ 
istration,  as  well  as  on  documentary  materials  supplied  by  these  agencies. 

I.  PEOBI.EMS  OF  RAW  MATERIAL  SHORTAGES 

Prom  March  1  to  Deceml)er  IG,  1!)55,  the  regional  offices  of  the  Small  Business 
Administration  reported  GllG  cases  in  which  assistance  in  obtaining  raw  materials 
and  equipment  was  requested.  The  materials  most  frequently  sought  were  alumi¬ 
num  and  copper,  and,  to  a  lesser  extent,  nickel,  steel,  cement,  helium,  and  gyp¬ 
sum.'  The  volume  of  these  requests  evidences  the  fact  that  many  small  concerns 
believe  that  they  have  been  handicapped  by  inability  to  procure  materials  essen¬ 
tial  to  their  productive  operations. 

In  any  period  many  factors  may  affect  the  supply  and  demand  of  various  raw 
materials.  These  factors  may  disrupt  the  normal  distributive  processes  by 
which  such  materials  are  channeled,  and  may  cause  temporary  shortages.  In¬ 
adequate  production  facilities  continually  lagging  behind  a  constantly  expanding 
demand  for  the  materials,  as  new  end  products  requiring  their  use  are  developed, 
may  even  mean  chronic  shortages.  Adjustment  to  such  supply  and  demand 
fluctuations  is  a  normal  part  of  business  operations.  Shortages  of  materials 
necessary  for  production  is  generally  among  the  normal  hazards  of  doing 
business. 

But.  the  Korean  mobilization  program  and  its  cold-war  aftermath  intruded 
an  additional  factor  on  the  industrial  scene.  In  partial  response  to  international 
developments,  under  the  Defense  Production  Act  of  1D.50,  as  amended,'  and  the 
Strategic  and  Critical  Materials  Stockinling  Act,  as  amended,'  the  Government 
has,  among  other  things:  (1)  Entered  into  contracts  with  suppliers  of  basic 
raw  materials  to  expand  needed  defense  production  facilities;'  (2)  diverted 
quantities  of  such  materials  to  a  Government  stockpile  to  ensure  availability 
of  sufficient  quantities  of  scarce  materials  for  immediate  defense  production 
needs  in  an  emergency;'  and  (3)  diverted  raw  materials  from  civilian  markets 
to  business  firms  requiring  them  for  defense  contracts.® 

Execution  of  the  various  functions  under  these  acts  has  been  delegated  to  the 
Office  of  Defense  Mobilization.'  It  has  the  overall  task  of  coordinating  produc¬ 
tion  for  national  defense.  The  administration  of  certain  specialized  functions 
has  been  subdelegated  to  other  agencies. 

The  Emergency  Procurement  Service  of  the  General  Services  Administration, 
for  example,  is  responsible  for  the  purchasing  and  storing  of  the  stockpile  and 
defense  production  inventories.®  Upon  order  from  ODM  it  may  defer  the  de- 
liveiy  dates  of  such  stockpile  orders  from  suppliers,  or  discontinue  such  pur¬ 
chases  entirely  for  a  time.  For  further  example,  the  Business  and  Defense 
Serv  ices  Administration  of  the  Department  of  Commerce  has  been  delegated  the 
power  to  allocate  scarce  materials  from  the  producer  to  manufacturers  requiring 
them  for  fulfillment  of  defense  contracts." 

Beyond  these  powers  presently  exercised,  the  Defense  Production  Act  em- 


1  Increasing  concern  over  these  complaints  was  noted  by  SBA  in  its  fourth  semiannual 
report  for  6  months  ending  June  .30,  10.55,  p.  74. 

2  Public  Law  774,  81st  Cong..  September  5.  1950.  ch.  932,  04  Stat.  798;  Public  Law  06, 
82d  Cong.,  July  31,  1051,  ch.  275,  65  Stat.  134  :  Public  Law  429.  82d  Cong..  June  30.  1952, 
ch.  530.  66  Stat.  206  :  Public  Law  295,  8tth  Cong.,  August  9.  1955.  ch.  655,  69  Stat.  580. 

3  Public  Law  520,  70th  Cong..  July  23.  1946,  ch.  590,  60  Stat,  596;  Reorganization  Plan 
No.  3,  sec.  2  (b),  effective  June  12.  1053.  67  Stat.  034. 

‘  Sec.  303.  Defense  Production  Act  of  1050,  as  amended. 

®  Sec.  3.  Strategic  and  Critical  Stockpiling  Act  of  1946,  as  amended. 

®  Sec.  101  (a).  Defense  Production  Act  of  1950,  as  amended. 

Reorganization  Plan  No.  3.  sec.  2  (b),  effective  June  12,  1953,  67  Stat.  634:  Executive 
Order  No.  10480.  3  C.  F.  R.,  1953  supp. 

«  Executive  Order  No.  10480,  sec.  101,  3  C.  F.  R.,  1953  supp.;.  DM0  1-7,  32A  C.  F.  R., 
1953  revision,  p.  14. 

“Executive  Order  No.  10480,  sec.  201  (a)  (4),  3  C.  F.  R.,  1953  supp.:  DMO  1-7,  32A 
C.  F.  R.,  1953  revision,  p.  14. 
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powers  the  Goveruiiieiit,  where  necessary,  to  control  allocation  of  materials 
even  for  the  civilian  market.^  At  present,  however,  defense  agencies  see  no 
necessity  for  the  utilization  of  such  power.  Api>arently.  the  diversion  of  mate¬ 
rials  to  the  nwds  of  the  defense  efforts,  in  the  preisent  condition  of  our  economy, 
lias  not  been  suflieient  to  create  any  signiticant  general  dislocation  of  distribution 
in  the  civilian  market  to  such  a  degree  as  to  create  appreciable  hardship  in  the 
business  community  as  a  whole.  Neverthele.ss,  it  cannot  he  deiued  that  some  ma¬ 
terials  are  at  present  in  short  supply.  The  complaints  to  the  Small  Business 
Administration  indicate  that  many  small-lmsine.ss  men  are  feeling  the  effects 
of  the.se  shortages. 

The  question  arises  whether  the  complaints  of  shortages  among  siuall-husiness 
men  are  the  result  solely  of  absolute  or  relative  shortages  in  the  supply  of  the 
raw  materials  involved,  or  whether  such  failure  to  obtain  necessary  supplies  is 
the  result,  in  part,  of  an  uneipial  distribution  of  these  materials  by  the  suppliers. 
In  the  disruption  of  the  normal  distributive  channels  caused  by  the  demands  of 
the  defense  program,  the  matei-ials  remaining  for  civilian  consumiition  ma.y  well 
be  distributed,  in  some  cases,  in  an  une(|ual  manner  between  large  and  small 
Hrms.  In  a  sellers’  market  some  raw  material  suppliers  may  tend  to  dispose  of 
their  product,  in  the  easiest  w:iy  i)ossible.  to  large  volume  buyers.  lu  this  wa.v, 
the  larger  businesses  who  la'quirt'  materials,  and  who  can  atford  to  obtain  their 
i-e(piirements  in  such  volume  purch.-ises,  could  obtain  a  siguiticant  advantage  over 
smaller  companies.^ 

It  is  the  understanding  of  the  Small  Business  .Administration  represeidatives 
that  most  suppliers  of  such  critical  I'aw  materials,  faced  with  the  iirohlem  of  in¬ 
adequate  supplies  for  the  demands  of  the  civilian  ecnnomy,  have  adopted  a  quota 
system  of  distribution.  In  (‘fleet,  they  tend  to  res(‘rv{'  to  each  of  their  regular 
customers  a  perc(‘ntage  of  the  available  supply  bas(‘d  upon  the  percentage  of 
business  normally  done  wtih  that  customer  in  iirevious  years. 

In  itn.v  ev(‘nt.  the  presently  existing  pattern  of  distribution  presents  problems 
which  niiiy  l(‘iul  to  greater  econonuc  concentration  timong  the  larger  businesses 
and  a  de<'Iine  in  small  business  ability  to  conqtete.  If  till  sui>i)liers  of  these 
materials  and  distributing  them  rigidl.v  in  proportion  to  jtrior  iturchases,  this 
could  freeze  the  status  (pio  in  industres  dependent  upon  these  materials.  It 
woidd  lead  to  a  rigid  stratilication  in  the  position  of  the  vitrious  large  and  small 
companies  in  these  industries.  No  conqiany  would  he  idde  to  expand  its  produc¬ 
tion  at  the  exiiense  of  its  comiK*titor  and  rise  to  a  mor(‘  prominent  iiosition  in 
an  affected  iiidustry.  This  would  be  jiarticularly  harmftd  to  small  businesses 
which  started  operations  shortly  before  this  period  of  shortag(‘  aros('.  with  hop(is 
of  rapid  expansion  after  a  few  years.  Worse,  it  will  prevent  the  entry  of  new 
manufacturers  in  any  such  affected  industries.  If  there  is  no  available  supply 
of  the  materials  ne(Hled  for  production,  no  new  comi)etitors  can  hope  to  enter 
the  tield. 

If.  on  the  other  hand,  suppliers  are  t(‘uding  to  favor  their  large  customers 
in  the  distribution  of  these  materials.  th(‘se  customers  will  he  able  to  grow  in 
strength  at  the  expense  of  their  smaller  comi>etitors.  Ultimately,  if  such  a 
proc(‘ss  were  to  he  continued,  many  of  the  smaller,  marginal  competitors  would 
have  to  go  out  of  business. 

II.  ska’s  legislative  AUTIIOHITA' 

The  Small  Business  .Act  of  Iff.o,’}  embodies  the  congressionall.v  declart“d  inilicy 
that  this  Nation’s  .securit.v  and  economic  well-being  can  best  he  realized  by 
encouraging  development  of  small  business.  ’To  ]ireserv(‘  fre(“  competitive  enter¬ 
prise  Congress  directed  that  the  Government  should  aid,  counsel,  assist,  and 
protf‘ct  insofar  as  is  po.ssible  the  interests  of  siuall-husine.ss  concerns.  The  Small 
Business  Administration  was  estidilished  for  this  purpose :  to  aid  in  opening  up 
free  markets,  free  entr.v  into  business,  and  opjiortunities  for  the  expression  and 
growth  of  personal  initiative  and  individual  judgment  among  small-husiness  men 
which  is  assured  from  the  existence  of  such  full  and  free  comi)etition.“  The 
opportunit.v  for  small-husiness  concerns  to  obtain  their  share  of  necessary  raw 
materials  e.s.sential  for  the  pre.servation  of  such  competition.  The  preserva- 


Sec.  101  of  the  Defense  Production  .4et,  as  amended. 

It  must  also  be  noted  that  such  nnecpial  distribution  may  also  arise  where  tlie  sujiplier 
of  such  material  himself  enters  the  field  ns  a  fabricator  of  end  products  based  upon  this 
raw  material,  because  of  the  (treater  scope  for  profits  in  such  integrated  production.  In 
such  cases  the  tendency  appears  to  t)e  to  reserve  a  greativ  disproportionate  share  of  his 
raw  material  for  his  own  use. 

Sec.  202  of  the  act. 
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tioii  of  stich  opportunities,  therefore,  comes  squarely  witliin  the  duties  of  the 
Small  Rusiness  Administration. 

While  SRA  must  assist  the  small-l)usiness  communit.v  in  finding  a  solution 
to  the  prol)Iems  invoived  in  ol)taining  thesr'  raw  materials,  Cougi-ess  has  provided 
SBA  with  only  limited  statutory  tools  availahle  to  this  end.  Under  section  212  ( f ) 
of  the  act  SBA  may  ol)tain  from  suppliers  of  materials  information  pertaining  to 
the  method  of  tilling  orders  whenever  it  appears  that  any  small  business  is 
unable  to  obtain  materials  from  its  normal  sources  for  war  oi'  defense  production. 
Section  212  (g)  authorizes  SRA  to  make  studies  and  recommendations  to  the 
apiu'opriate  Federal  agencies  to  insure  a  fair  and  e(iuitahle  share  of  materials, 
supplies,  and  equi])ment  to  small-husiness  concerns  to  effectuate  war  or  defense 
programs.  Yet  another  provision  empowers  the  agency  generally  to  make  studies 
of  the  effect  of  price,  credit,  and  othei'  controls  imj)osed  under  war  or  defense 
programs,  wherever  it  finds  tliat  such  controls  discriminate  against  or  im])ose 
undue  hardship  uiaui  small  business.  It  ma.v  then  make  recommendations  to  the 
appropriate  Federal  agency  for  the  adjustment  of  controls  to  the  needs  of  small 
business.*^ 

These  sections  of  the  act  limit  SRA  in  this  field  to  investigative  and  advisory 
functions.  Furthermore,  all  of  these  lU’ovisions  authorize  action  only  where  war 
or  defense  production  of  a  small-husiness  concern  are  directly  involved  in  raw 
material  shortages.  Since  a  small  manufactiu’er  requiring  such  materials  to 
fulfill  defense  contracts  is  able  to  obtain  them  through  the  allocation  power 
of  the  Business  and  Defense  Services  Administration  of  the  Department  of 
Commerce.”  these  provisions  provide  only  a  supplementary  benefit  to  the  small- 
husiness  community.  In  any  event,  they  do  not  relate  squarely  to  the  crux  of 
the  problem,  since  most  of  the  small-husiness  complaints  to  SBA  over  inability 
to  obtain  raw  materials  come  from  firms  engaged  wholly  in  supplying  the  civilian 
market ;  they  are  not  involved  at  all  in  defense  work. 

However,  an  amendment  to  the  act  which  became  effective  on  July  31,  1955. 
does  .specificall.y  concern  this  problem.”  Under  the  new  provision,  a  group  of 
small-husiness  concerns  may  form  and  capitalize  a  corporation,  subject  to  the 
approval  of  the  Attorney  General,  for  the  purpose  of  establishing  facilities  to 
produce  or  secure  raw  materials  or  supplies.  In  order  to  facilitate  the  establish¬ 
ment  of  such  cf)rporations,  it  was  provided  that  the  statutory  limit  of  !P250,()00 
on  loans  by  the  SBA  may  he  extended,  for  loans  to  such  a  corporation,  to  a  figure 
reached  by  multiplying  .$250,000  by  the  number  of  separate  small  businesses  in¬ 
volved  in  the  formation  and  capitalization  of  the  corporation.  It  was  hoped  by 
the  Congress  that  this  provision  would  open  up  to  small-husiness  concerns  an 
opportunity  to  secure  for  themselves  an  independent  source  of  raw  materials  and 
supplies,  enabling  them  to  comiiete  on  more  even  terms  with  their  integrated 
competitors,  and  to  create  new  competition  in  fields  where  competition  is  most 
needed.” 

This  provision  has  been  in  operation  only  8  months.  During  this  period  only 
one  application  for  a  loan  to  organize  such  a  corporation  has  been  received  b.v 
the  Small  Business  Administration.  This  application  was  approved. 

We  cannot  know  at  this  time  all  the  reasons  why  small-husiness  concerns,  hit 
by  the  pinch  of  raw-material  shortages,  have  not  taken  advantage  of  this  provi¬ 
sion  to  jointly  organize  corporations  to  pi'oduce  an  independent  supply  of  such 
materials.  However,  some  possilde  reasons  are  worth  exploration. 

In  the  case  of  many  of  the  raw  materials  about  which  complaints  of  shortages 
have  been  received  from  small  concerns,  the  capitalization  requirements  for  the 
establishment  of  a  plant  to  produce  the  materials  are  far  beyond  the  capabilities 
of  any  manageable  group  of  small  businesses.  For  example,  the  cost  of  estab¬ 
lishing  a  plant  for  the  production  of  nickel  would  be  pi-ohibitive.  The  Govern¬ 
ment’s  total  capital  investment  in  the  Cuban  Nickel  Co.  plant,  which  it  owns, 
is  approximately  $47.4  million.”  To  obtain  such  a  sum  of  money  in  loans  from 
the  Small  Business  Administration  would  i-equire  the  Joint  cooperative  efforts  of 
some  200  small-husiness  firms  which  require  nickel  in  their  owrt  individual  pro¬ 
duction.  An  undertaking  on  this  grand  a  scale  obviously  would  be  impracticable 
and  unmanageable. 


«  Sec.  210  of  the  act. 
u  Ante.  p.  4. 

V'  Sec.  207  (a)  (2)  of  the  act,  as  amended. 

H.  Kept.  No.  l.SoO.  84th  Confr.,  1st  sess.,  pp.  5-6  (1955). 

”  General  Services  Administration  press  release,  February  23,  1956,  on  the  operation  of 
this  plant. 
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Another  possible  explanation  may  be  inferred  from  the  experience  derived  from 
the  operation  of  somewhat  similar  joint  efforts  by  small-business  firms  in  the 
pooling  program  originally  established  under  the  Defense  Production  Act  of 
1950,**  and  continued  under  the  Small  Business  Act  of  1953.*“  This  pooling  pro¬ 
gram  was  considered  by  Congress  to  have  been  a  failure  during  the  Korean 
emergency.™  A  survey  by  the  Department  of  Justice  disclosed  the  principal 
factors  responsible  for  the  lack  of  success  of  the  program.  It  was  indicated, 
among  other  factors,  that  inherent  in  the  operation  of  such  pools  are  the  some¬ 
times  insuperable  difficulties  of  getting  a  number  of  small-business  firms  to  arrive 
at  joint  decisions  to  take  joint  action.  Friction,  fluctuating  or  flagging  interest, 
procrastination,  and  delay  among  members  and  the  difficulty  in  arriving  at  joint 
decisions  were  found  to  be  prime  obstacles  to  the  success  of  such  enterprises.** 
Such  problems  would  also  seem  to  be  Inherent  in  a  situation  where  a  group  of 
small  concerns  would  have  to  come  together  for  united  joint  action  in  the  organi¬ 
zation  and  capitalization  of  a  raw-material  facility,  and  the  subsequent  joint 
control  and  operation  of  such  a  plant.  Naturally,  as  the  number  of  joint  members 
increases,  in  order  to  obtain  necessary  capital,  the  iidierent  problems  in  such  an 
enterprise  are  multiplied  in  perhaps  a  greater  proportion. 

III.  CURRENT  OPERATIONS  OF  SBA  IN  THIS  FIELD 


Since  the  Small  Business  Administration  does  not  have  any  real  legislative 
authority  enabling  it  to  assure  a  supply  of  basic  materiais  to  small-business 
concerns,  it  is,  at  present,  reduced  to  purely  voluntary  and  informal  action  in 
attempting  to  render  such  assistance.  Primarily  through  field  office  action,  it 
attempts  to  intercede  with  its  good  offices  in  negotiations  with  the  businessman’s 
normal  supplier,  or  to  discover  alternate  sources  of  supply.  In  rendering  this 
voluntary  assistance,  SBA’s  limited  manpower  confines  its  efforts  to  assisting 
what  it  deems  legitimate  hardship  cases,  rather  than  those  companies  merely 
desiring  to  expand  beyond  a  current  or  previous  level  of  activity.  To  effectuate 
this  program.  .^BA  has  established  pro<'edures  for  the  guidance  of  its  field  offices 
to  obtain  expeditious  and  satisfactory  handling  of  these  complaints. 

If  the  problem  cannot  be  solved  on  a  local  level,  the  Washington  office  either 
contacts  the  supplier  itself,  or  refers  the  ca.se  to  ODM,  BDSA,  or  GSA,  seeking 
their  intercession  on  behalf  of  the  small-business  man.  In  the  majority  of  cases 
in  which  the  Small  Business  Administration  has  sought  to  aid  a  small  firm  in 
this  manner,  it  has  been  successful  in  obtaining  a  deiivery  of  the  recpiired  raw 
material  from  some  supplier. 


The  BDSA  also  acts  unofficially,  upon  evidence  of  real  hardship,  to  assist  such 
a  sinall-business  man  in  negotiations  with  a  supplier.  Its  criteria  for  determining 
what  firms  deserve  assistance  appear  to  be  much  the  same  as  tho.se  of  the  Small 
Business  Administration.  However,  unlike  the  SBA  it  does  not  see  fit  to  extend 
assistance  to  a  new  manufacturer  of  a  product  who  has  not  yet  established  a 
source  of  supply,  and  is,  therefore,  unable  to  obtain  any  deliveries  of  any  of  the 
critically  short  raw  materials.  In  such  a  case,  BDSA  takes  the  position  that  a 
firm  is  assumed  to  have  entered  the  field  with  full  knowledge  of  the  materials 
shortage  situation,  and  has  accepted  the  risks  involved  in  its  decision. 

In  its  turn,  the  Office  of  Defense  Mobilization  furnishes  a  measure  of  indirect 
but  substantial  benefit  to  nondefense  manufacturers,  including  small-business 
men  suffering  from  raw  materials  shortages,  by  its  actions  in  the  field  of  stock¬ 
piling.  Where  it  is  indicated  that  a  certain  defense  material  may  be  in  critically 
short  supply,  and  if  the  extent  of  the  stockpile  in  that  material  can  possibly 
vrarrant  it,  ODM  may  defer  its  quarterly  acquisition  of  the  material  for  the 
stockpile.  In  extreme  cases  it  may  drop  entirely  plans  to  stockpile  the  material 
during  a  quarterly  period.  Such  a  release  of  production  to  the  general  market 
helps  greatly  in  easing  the  shortage  problem. 

In  addition  to  its  voluntary  intervention  to  obtain  raw  materials  for  small- 
business  men  on  a  case-by-case  method,  SBA  is  making  some  efforts  to  rectify 
the  problem  at  its  source.  Among  the  plans  that  have  been  considered  is  a 


“  Sec.  708  of  the  act,  as  amended. 

^  Sec.  217  of  the  act,  as  amended. 

Report  on‘Defense'p?odn®cHon''po®^^  Committee  on  Small  Business 

lo.uou  tons  ot  that  metal  to  the  civilian  market  during  the  fourth  quarter. 
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proposal  for  meetings  with  representatives  of  ODM,  GSA,  and  BDSA  to  attempt 
to  formulate  a  comprehensive  joint  administrative  policy  on  the  raw-materials 
program.  This  policy  might,  among  other  considerations,  better  fulfill  the  needs 
of  small-business  men,  and  insure  that  small-business  concerns  may  be  enabled 
to  obtain  a  fair  share  of  the  total  production  of  raw  materials  in  short  supply 
which  remains  after  stockpiling  and  defense  demands  are  satisfied. 

SBA  is  also  suggesting  a  program  of  action,  which  the  various  producers  of 
such  critical  materials  might  adopt,  for  the  voluntary  setting  aside  of  a  certain 
small  proportion  of  their  annual  output  specifically  for  the  use  of  possible  new 
consumers.  If  such  a  suggestion  is  adopted,  it  would  go  far  toward  easing, 
within  the  framework  of  the  existing  laws,  one  aspect  of  this  problem  involving 
small  business. 

IV.  KECOMMENDATIOINS 

1.  It  is  generally  agreed  that  the  present  economic  picture  does  not  require 
the  imposition  of  Government  controls  over  the  production  and  distribution  of 
raw  materials.  At  the  present  time  there  is  no  such  disruption  of  markets  and 
supplies  as  occurs  in  time  of  war.  Consequently,  Government  controls  cannot 
be  justified  by  the  fact  that  defense  requirements  have  created  a  shortage.^ 

Nevertheless,  it  has  been  suggested  that  in  the  present  situation,  in  order  to 
protect  the  interests  of  small  business,  SBA  be  given  a  limited  power  to  allocate 
critical  raw  materials  in  short  supply  to  certain  hardship  cases,  when  a  clear 
necessity  arises.  Such  a  power  of  allocation  would  have  the  effect  of  insuring 
to  a  small-business  firm  the  ability  to  obtain  his  supplies  if  his  normal  channels 
of  distribution  become  disrupted,  and  he  faces  the  alternative  of  going  out  of 
business.  It  will  also  insure  the  availability  of  some  supplies  of  essential  ma¬ 
terials  to  a  new  manufacturer  who  otherwise  would  be  unable  to  obtain  even 
minimum  requirements. 

On  the  whole,  however,  we  consider  such  a  plan  to  be  impracticable.  The 
problem  is  entirely  different  from  SBA’s  normal  financial  assistance  programs 
and  the  defense  procurement  programs.  In  the  field  of  defense  procurement 
thousands  of  firms  may  seek  such  awards.  They  may  qualify  under  SBA’s 
small  business  standards  and  make  application,  but  be  rejected.  Because  it  is 
obvious  that  only  a  few  can  be  chosen,  those  who  lose  have  no  ground  for  com¬ 
plaint  that  they  failed  for  lack  of  assistance.  The  losers  expect  to  be  left  to 
their  own  devices  to  engage  in  other  production.  Similarly,  in  the  operation 
of  the  loan  program  all  who  require  financial  assistance  and  who  qualify  under 
SBA  standards  will  be  given  such  assistance ;  at  present  the  limit  of  the  amount 
of  funds  available  for  loans  is  not  an  important  consideration. 

However,  scarce  industrial  materials  for  use  in  manufacture  cannot  be  made 
available  to  everyone  according  to  his  own  estimation  of  his  need.  There  must, 
therefore,  be  a  preliminary  determination  of  what  is  a  fair  share  for  each 
producer  relative  to  all  others.  This  would  immediately  involve  questions 
far  beyond  the  scope  of  limited  aid  to  a  certain  number  of  producers.  It  would 
in  fact  involve  questions  affecting  the  overall  allocation  of  materials  throughout 
the  economy. 

Even  without  considering  such  factors,  the  development  of  proper  standards 
would  be  difficult.  It  may  perhaps  be  doubted,  for  example,  whether  such 
criteria  should  include  aid  to  newcomers  in  a  field  of  manufacture.  Under  our 
free  competitive  system  many  newcomers  will  appear  in  any  field  of  business 
activity  which  seems  to  be  promising.  If  the  Government  held  out  a  promise  of 
help  in  the  way  of  a  supply  of  materials  to  all  new  producers  in  any  field,  such 
action  might  have  the  effect  either  of  soon  exhausting  the  resources  of  supplies 
in  such  materials  and  failing  in  its  promise,  or  promoting  unsound  development 
to  the  injury  of  some,  perhaps  to  many  businessmen,  in  an  overextended  in¬ 
dustry. 

Similarly,  where  aid  would  be  confined  to  strict  hardship  cases  unrelated  to 
new  producers  in  a  field,  other  problems  arise.  Only  when  supplies  are  sufficient 
to  meet  all  demands  may  every  producer  have  all  that  he  wants.  Therefore,  it 
must  be  recognized  that  every  effort  of  the  Small  Business  Administration  to  turn 
materials  in  times  of  scarcity  to  any  one  applicant  involves  the  denial  of  such 
material  to  some  other  producer.  Therefore,  before  the  Small  Business  Admin¬ 
istration  can  help  one  small-business  man  in  this  respect,  it  must  determine  that 
his  need  is  greater  than  that  of  others  who,  except  for  the  effects  of  SBA,  would 
receive  the  materials  in  question.  No  assistance  should  be  given  any  applicant 


“  See  ODM’s  Stockpile  Report  to  the  Congress,  January-June  1955,  p.  6. 
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without  full  knowledge  of  his  need  and  his  qualifications,  even  in  those  instances 
when  a  manufacturer  has  been  denied  a  siqipiy  of  materials  conforming  to  his 
liistoric  purchasing  pattern.  The  Government  is  hardly  warranted  in  intervening 
without  knowing  that  the  applicant  is  qualified  and  prepared  to  make  use  of  the 
re(|uested  materials  in  the  immediate  future,  and  that  he  has  not  accumulate<l  a 
more  than  adecpiate  stockpile  of  his  own. 

For  equitable  operation  of  such  allocation  power,  .SRA  would  require  as  full 
an  investigation  in  the  case  of  such  applicants  as  is  now  nuide  of  applicants 
seeking  linancial  assistance.  Wliere  there  is  a<ie(piate  security,  a  mistake  in  giving 
financial  aid  is  of  no  great  consequence ;  and  even  when  no  recovery  is  possil)le, 
the  flovernment  suffers  luit  a  single  business  loss.  However,  when  essential 
materials  in  time  of  scarcity  ai’e  mistakenly  diverted  from  one  or  more  small 
producers,  tlie  consecpiences  may  involve  the  l)usiness  failure  of  some  of  these 
competitors.  Therefore,  a  heavy  l)urden  of  investigation  is  prerequisite  for  the 
equital)le  administration  of  even  limited  power  of  allocation. 

It  is  concluded  that  limited  power  of  allocation  would  lie  impracticable  without 
involving  complete  all(H-ation  over  particular  materials.  Tlie  standards  for  such 
.allocation  would  lie  extremely  difficult  to  formulate.  And,  in  the  final  analysis,  the 
administrative  burden  upon  the  Small  lUisiness  Administration  would  probably 
lie  completely  disproiiortionate  to  the  effective  benefit  such  limited  power  of 
allocation  could  lie  expected  to  lii-ing  to  the  small-liusiness  community. 

2.  Under  section  212  (f)  of  the  Small  Business  Act  SBA  has  authorization  to 
obtain  from  suppliers  of  materials  information  pertaining  to  the  method  of 
filling  orders  whenever  it  appears  that  any  small  hu.siness  is  unable  to  olitain 
materials  from  its  normal  sources  for  war  or  defense  production.  This  limita¬ 
tion  is  inappropriate  to  the  present  state  of  affairs,  since  the  prolilems  which 
SBA  is  now  called  uimui  to  resolve  are  unrelated  to  war  or  defense  production. 
It  is  clear  that  the  oiH'rations  of  SBA  in  this  field  would  he  aided  by  a  legisla¬ 
tive  amendment  removing  this  limitation,  and  permitting  the  agency  much 
greater  latitude  in  developing  the  overall  factual  picture  in  the  distribution  of 
materials  which  are  presentl.v,  or  are  soon  expected  to  l)e,  in  short  .supply. 

It  is  believed  that  an  authoritative  economic  survey  should  be  made  of  the 
current  methods  of  distributing  materials  in  short  supply  to  the  civilian  econ¬ 
omy,  and  their  etfects  uiam  the  operations  of  small  business  firms.  The  Small 
Business  Administration  is  the  governmental  agency  in  closest  touch  with  the 
sniall-liusiness  communit.v  and  its  problems  in  this  area  of  operations.  It  has 
already  established  contacts  with  various  suppliers  involved,  and  has  estab¬ 
lished  smootli  cooperative  working  relations  with  the  defense  production  agen¬ 
cies  who  maintain  contact  with  other  suppliers  of  such  materials.  It  would 
.seem  to  be  the  logical  ageuc.v  to  conduct  an  investigation  of  this  nature.  Thei’e- 
fore,  it  is  suggested  that  SBA  should  undertake  such  a  study  of  distrllnitive 
practices  by  the  suppliers  of  such  materials,  as  they  affect  the  small-business 
man.  provided  legislative  sanction  is  granted. 

An  impiii'.v  of  this  kind  should  ascertain  the  relative  iiroisirtions  of  materials 
s<ild  to  large  firms  and  to  small  businesses  by  the  various  suppliers,  under  both 
the  historical  pattern  and  present  practices.  It  should  find  whether  suppliers 
are  selling  on  a  (piota  system,  a  first-come,  first-served  basis,  or  some  other 
method.  It  should  discover  whether  the  suppliers  are  holding  any  reserve  of 
production  for  possible  new  customers,  and  ascertain  the  effect  on  distributive 
practices,  if  any,  of  an  increa.se  in  production  or  the  withdrawal  of  a  former 
customer’s  business. 

Unless  all  the  facts  in  the  distributive  picture  in  these  critical  areas  of  pro¬ 
duction  are  known,  it  will  be  impossible  to  gage,  with  any  degree  of  certainty, 
the  effect  of  the  present  defense  program  upon  economic  conc-entration  in  the 
<ivilian  e<‘onomy.  iTie  results  of  such  a  survey,  on  the  other  hand,  will  furni.sh 
a  substantial  basis  either  for  possible  legislative  action,  if  that  be  deemed  neces¬ 
sary,  or  for  a  more  knowietlgeable  and  .systematic  policy  of  voluntary  assistance 
by  governmental  agencies  to  small  businesses  affected  by  these  slnirtages. 

4.  Apart  from  such  a  survey,  it  is  believed  that  SBA,  ODM,  BDSA,  and  GSA 
ishould,  at  once,  work  out  as  speedily  as  possible  a  tentative  joint  policy  of 
action  in  their  handling  of  complaints  from  businessmen  on  .sluirtages  of  sup¬ 
plies.  Such  a  plan,  in  the  light  of  the  present  facts,  must  not  only  determine 
what  .should  lie  considered  as  hardship  cases  and  what  tyiies  of  cases  should 
receive  unofficial  assistance  in  obtaining  supplies ;  it  should  also  give  greater 
consideration  to  easing  the  needs  of  small-business  men  in  the  civilian  eisinomy 
within  the  overall  framew’ork  of  the  defense  program.  The  results  of  an  over- 
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-all  investij?ation  of  present  distributive  practices  in  these  critical  areas,  as  they 
are  develoiied,  would  guide  the  gradual  formulation  of  a  more  definite  and 
permanent  program. 

Respectfully  submitted. 

Herbert  Brownell,  Jr.,  Attoi-ney  Genei'al. 

(Materials  relating  to  the  WOC  program  follow:) 

Committee  on  Banking  anu  Currency,  United  States  Senate, 

Decemhcr  1,  1955. 

The  Honorable  Philip  Young, 

Chairman,  Civil  Service  Commis.iion, 

Wasliinf/ton,  D.  C. 

Dear  Mr.  Young  :  Under  paragraph  710  (b)  (7)  of  the  Defense  Production  Act 
of  1950,  as  amended  by  Public  Law  295,  84th  Congress,  enacted  August  9,  1955, 
you  are  required  to  survey  appointments  made  under  subsection  710  (b)  of  the 
act  and  to  report  your  findings  to  the  President  and  the  Joint  Committee  on 
Defense  Production  at  least  once  every  3  months. 

Section  305  of  Executive  Order  10647,  of  November  28,  1955,  refers  to  this 
statutory  report,  and  prescribes  certain  information  which  is  to  be  included  in 
the  report. 

I  understand  that  your  first  report  under  paragTaph  710  (b)  (7)  was  not  sub¬ 
mitted  within  the  required  3  months,  and  that  it  has  not  yet  been  submitted.  I 
.should  appreciate  a  statement  of  your  reasons  for  not  complying  wdth  this 
statutory  requirement. 

I  also  understand  that  department  and  agency  heads  have  since  August  9, 1955, 
been  using  the  authority  conferred  by  the  amended  subsection  710  (b),  both  by 
continuing  to  emplo.v  persons  previously  appointed  under  the  old  subsection  and 
by  making  new  appointments  under  the  amended  subsection. 

In  the  course  of  your  survey  of  and  report  on  appointments  under  subsection 
710  (hi  would  you  investigate  and  report  on  the  following  points: 

The  appointments  made  under  section  710  (h)  during  the  period  from 
August  1,  1955  (when  the  old  authority  terminated),  and  November  28,  1955; 

The  arrangements  made  after  August  9,  1955,  and  before  November  28, 
1955,  to  insure  compliance  with  the  new  provision  in  paragraph  710  (b)  (3), 
effective  August  1,  1955,  that  appointees  under  the  subsection  “shall,  when 
policy  matters  are  involved,  be  limited  to  advising  appropriate  full-time 
salaried  Government  officials  who  are  responsible  for  making  policy  deci¬ 
sions”  ; 

Any  evidence  fhat  persons  appointed  under  subparagraph  710  (b)  did 
not  limit  their  activities  as  required  by  paragraph  710  (b)  (3)  ; 

Any  persons  appointed  under  subsection  710  (b)  after  August  1,  1955, 
(a)  whose  appointments  were  terminated  before  November  28,  1955,  or  (&) 
whose  appointments  are  terminated  before  December  28,  1955  (the  date  when 
the  filing  of  financial  information  by  appointees  under  the  subsection  is 
required  by  Executive  Order  10647). 

Would  you  also  please  let  me  know  whether  it  is  your  intention  to  limit  your 
■iluartei'ly  reports,  when  submitted,  to  the  mechanical  functions  provided  for  in 
the  Executive  order,  or  whether  you  intend  to  exercise  any  independent  judgment 
with  respect  to  the  sufficiency  of  the  statements  and  certificates  required  by  the 
act  and  the  order,  thd  qualifications  of  the  appointees,  and  the  availability  of 
persons  on  a  fulltime  salaried  basis  for  the  positions  involved. 

You  are,  I  am  sure,  aware  that  the  provision  requiring  a  quarterly  report 
from  you  was  included  for  the  purpose  of  obtaining  your  judgment,  as  head  of 
the  Civil  Service  Commission,  on  the  manner  in  which  this  exceptional  authority 
was  being  exercised,  and  the  impact  of  the  appointments  on  the  civil-service  pro¬ 
gram,  rather  than  for  a  mechanical  determination  that  certain  documents  were 
or  were  not  executed  and  filed  or  for  a  statistical  report  on  operations  under  the 
subsection,  however  useful  these  clerical  functions  may  be. 

Sincerely  yours. 


J.  W.  FfiJLBRiGHT,  Chairman. 
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United  States  Civil  Service  Commission, 

Washington,  D.  C.,  December  19,  1955. 

Hon.  J.  W.  Fulbright, 

United  States  Senate. 

Dear  Senator  Fulbright:  In  you  letter  to  me  of  December  1,  1955,  you 
raise  a  number  of  questions  with  regard  to  my  responsibilities  under  paragraph 
710  (h)  (7)  of  the  Defense  Production  Act  of  1950,  as  amended  by  Public  Law 
295,  84th  Congress,  enacted  August  9,  1955. 

Our  last  survey  under  the  provisions  of  Executive  Order  10182,  as  amended, 
covered  the  3  months’  period  ending  June  30,  1955.  Our  practice  has  been  to 
allow  agencies  15  days  after  the  close  of  a  quarter  to  consolidate  and  send  to 
us  the  information  we  need  for  such  surveys.  Following  the  receipt  of  this 
information  we  review  the  tiles  in  the  agencies  to  obtain  the  additional  infor¬ 
mation  necessary  for  the  report.  The  report  itself  has  usually  been  submitted 
about  45  days  after  the  close  of  the  quarter  it  covers. 

After  the  enactment  of  Public  Law  295  amending  the  Defense  Production  Act, 
and  requiring  a  report  to  the  Joint  Committee  on  Defense  Production,  as  well 
as  to  the  President,  we  were  aware  of  the  fact  that  an  Executive  order  was 
being  prepared  providing  guidelines  from  the  President  to  the  departments 
and  agencies  and  also  to  the  Civil  Service  Commission  regarding  the  scope 
and  content  of  such  surveys.  We  fully  expected  the  issuance  of  this  Executive 
order  in  time  to  begin  our  regular  survey,  which  would  have  been  approximately 
October  15.  However,  the  serious  illness  of  President  Eisenhower  delayed  the 
Issuance  of  this  Executive  order  until  November  28,  1955.  Although  we  accom¬ 
plished  all  of  the  preliminary  work  in  connection  with  appointments  made  under 
the  provisions  of  the  Defense  Production  Act,  between  July  1  and  September  30, 
1955,  we  were  well  aware  that  the  agencies  themselves,  expecting  an  inter¬ 
pretation  of  the  law  in  the  form  of  an  Executive  order,  had  not  complied  with 
the  reporting  requirements  of  the  law.  We  felt  that  in  order  to  give  a  full  and 
accurate  picture  of  the  situation  to  the  I’resident  and  to  the  joint  committee, 
it  would  be  necessary  to  delay  our  survey  and  the  preparation  of  a  report  until 
after  the  issuance  of  the  Executive  order.  The  Executive  order,  which  was 
issued  on  November  28,  1955,  allows  an  additional  30  days  for  compliance  with 
its  reporting  requirements  with  regard  to  those  individuals  previously  appointed 
under  Executive  Order  10182,  who  were  still  on  the  rolls  as  of  the  date  of  the 
order.  Therefore,  it  seemed  to  us  that  the  most  practicable  course  of  action 
would  be  to  allow  this  30-day  compliance  period  to  elapse  and  then  to  complete 
our  survey.  This  particular  survey  would  then  cover  the  actions  taken  by  the 
agencies  under  the  following  conditions:  (1)  Appointments  made  between  July 
1  and  August  1, 1955,  under  the  provisions  of  Executive  Order  10182,  as  amended  ; 
(2)  Appointments  made  between  August  1,  1955,  the  effective  date  of  Public 
Law  295,  and  November  28,  1955,  the  date  of  issuance  of  Executive  Order  10647 ; 
and  (3)  appointments  made  and  compliance  requirements  met  for  persons  on 
the  rolls  and  appointed  between  November  28,  li).55,  ami  December  30,  1955. 
In  view  of  the  complicated  situation  that  has  resulted  through  operations  during 
this  period  under  two  Executive  orders  and  under  the  old  law  and  amended 
law,  we  feel  that  the  whole  situation  can  best  be  presented  through  such  a 
report  covering  the  whole  period. 

The  Executive  order  goes  further  than  the  law  in  requiring  additional  state¬ 
ments  by  the  head  of  the  agency  supporting  the  four-jjoint  certification  re¬ 
quired  by  the  law.  We  consider  it  our  responsibility  to  see  that  these  state¬ 
ments  are  filed  and  that  they  contain  the  required  information.  I  also  point 
out  that  while  it  is  iiossible  for  us  to  determine  what  instructions  agencies  have 
issued  to  avoid  conflict  of  interest  and  to  make  sure  that  persons  serving  with¬ 
out  compensation  serve  in  an  advisory  capacity  only,  when  policy  matters  are 
involved,  and  to  exercise  some  judgment  as  to  the  adequacy  of  these  instruc¬ 
tions,  we  cannot  determine  if  such  instructions  have  been  followed,  since,  to 
do  so,  would  entail  a  day-to-day  review  of  the  matters  considered  and  the  actions 
taken  by  these  individuals. 

,  ^  clarified  for  you  my  position  with  regard  to  the  responsi¬ 

bilities  placed  upon  me  by  Public  Law  295  and  Executive  Order  10G47.  If  I 
may  furnish  you  any  further  information,  please  let  me  know. 

Sincerely, 


Philip  Young,  Chairman. 
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Unitkd  States  Senate, 
Committee  on  Bankino  and  Currency, 

January  5,  195Ct. 


Hon.  Philip  Young, 

Chairman,  Civil  Service  Commission, 

Washington,  D.  C. 


Dear  Mr.  Y'oung  :  I  have  received  your  letter  of  December  19,  replying  to 
my  inquiry  of  December  1  concerning  the  reix)rt  which  you  are  required  by  para¬ 
graph  710  (b)  (7)  of  the  Defense  Production  Act  to  make  at  least  once  every  3 
months  to  the  President  and  the  Joint  Committee  on  Defense  Production. 


I  cannot,  of  course,  accept,  as  an  excuse  for  failure  to  make  a  survey  and  to 
file  a  report  required  by  a  statute,  your  position  that  you  were  awaiting  the 
is.suance  of  an  Executive  order  regarding  the  scope  and  content  of  the  surveys. 
While  an  Executive  order  may  increase  the  scope  of  a  statuory  survey  and  re¬ 
port,  I  do  not  consider  that  you  are  or  could  be  relieved  from  a  statutory  duty 
by  the  terms  of  an  Executive  order,  or  by  any  delay  in  issuing  an  Executive 
order. 

I  realize  that  a  report  by  you  on  November  9,  the  day  the  statute  requireil 
you  to  report,  would  have  revealed  the  fact  that  the  Department  of  Com¬ 
merce  had  been  making  use  of  the  amended  subsection  710  (b),  before  the  Presi¬ 
dent  had  delegated  the  power  to  do  so,  and  without  compliance  with  the  statutory 
requirements  concerning  publication.  It  was  in  order  to  provide  assurance 
against  misuse  or  abuse  of  the  authority  conferred  by  subsection  710  (b)  tliat 
you  were  required  to  report  to  the  Congress.  It  seems  an  inadequate  excuse 
to  say  that  you  could  not  make  a  survey  or  report  because  the  other  agencies 
were  not  complying  with  the  law. 

In  your  letter  you  say  you  are  planning  to  see  that  the  statements  of  the  ap¬ 
pointing  officials  are  filed  and  that  they  contain  the  desired  information.  In 
addition,  I  expect  you  will  also  carry  out  the  other  requirements  of  the 
Executive  order,  and  see  that  the  notices  and  statements  required  by  the  law 
have  been  executed  and  filed  as  required. 

My  letter  was  not,  however,  limited  to  this  mechanical  operation.  I  would 
like  to  know  whether  your  surveys  and  reports,  when  you  make  them,  will  con¬ 
tain  any  independent  evaluation  of  the  sufiiciency  of  the  statements  and  cer¬ 
tificates  required  by  the  act  and  the  order,  and  independent  evaluation  of  the 
qualifications  of  the  appointees,  and  any  independent  report  on  the  availability 
of  persons  on  a  full-time  basis  for  the  positions  involved. 

I  should  apimeciate  your  replying  to  this  inquiry. 

I  would  also  appreciate  your  advising  me  whether  you  will  or  will  not  include 
in  your  survey  and  report  the  four  itoints  made  under  the  fifth  paragraph  of  my 
letter  of  December  1. 

Even  if  not  submitted  within  the  period  required  by  law,  your  report  may  be 
helpful  to  the  Congress  if  it  concerns  itself  with  substantive  matters.  If,  how¬ 
ever,  the  report  is  concerned  solely  with  whether  certain  documents  have  or  have 
not  been  filed,  it  will  obviously  have  only  a  very  limited  usefulness,  and  will  not 
accomplish  the  purposes  for  which  Congress  intended  the  provision. 

Sincerely  yours. 


J.  W.  Fulbright,  Chairman. 


United  States  Civil  Service  Commission, 

Washington,  D.  C.,  January  25,  1956. 

Hon.  J.  W.  Fulbright, 

Vnitd  States  Senate,  Washington,  D.  C. 

Dear  Senator  Fulbright:  I  have  received  your  letter  of  January  5,  1956,  with 
regard  to  the  report  which  section  710  (b)  (7)  of  the  Defense  Production  Act 
requires  me  to  make. 

I  regret  that  you  do  not  agree  as  to  the  advisability  of  covering  the  G-month 
period  since  the  Commission’s  last  survey  in  a  single  report.  The  factfinding  part 
of  the  survey  covering  this  6-month  period  has  been  completed  and  the  report 
to  the  President  and  to  the  Joint  Committee  on  Defense  Production  is  in  final 
preparation.  I  am  sending  this  report  forward  to  the  President  and  the  joint 
committee  today. 

In  connection  with  your  specific  inquiry  as  to  whether  the  report  will  contain 
any  independent  evaluation  of  the  sufficiency  of  the  statements  and  certificates 
required  by  the  act  and  the  order,  any  independent  evaliialion  of  the  qualifications 
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of  the  appointees,  and  any  independent  report  on  tlie  availal)ility  of  persons  on 
a  fnll-tiine  basis  for  tiie  positions  involved,  I  can  give  yon  the  following 


information. 

The  Gommission  survey  does  not  (piestion  the  four-point  cerlitieation  that  the 
head  of  the  employing  department  or  agency  is  recpiired  to  make  under  section 
.301  (a)  of  the  Executive  order.  In  connection  with  the  supporting  statements 
required  by  section  301  (b)  of  the  Executive  order,  these  statements  are  reviewed 
to  assure  that  they  cover  the  required  points. 

The  survey  report  will  specilically  cover  the  appointments  made  under  section 
710  (b)  during  the  period  from  August  1,  1055,  when  the  new  law  became  effec¬ 
tive  and  November  38,  1055,  when  the  new  Executive  order  was  issued.  It  will 
coutain  information  with  regard  to  the  procedures  adopted  by  agencies  to  insure 
compliance  with  paragraph  710  (b)  (3).  The  effectiveness  of  such  instructions 
will  not  be  evaluated.  The  survey  will  cover  persons  app( tinted  under  section 
710  (b)  after  August  1,  1955,  whose  appointments  were  terminated  before  Novem¬ 
ber  28,  1955,  or  whose  appointments  were  terminated  before  December  28,  1955, 
the  date  when  filing  of  financial  information  by  appointees  under  the  subsection 
is  retjuired  b.v  Ifxecutive  ( )rder  10047. 

The  survey  report,  at  this  time,  will  not  contain  comment  as  to  the  availability 
of  persons  on  a  full-time  salaried  basis.  At  the  present  time,  there  are  no  civil- 
service  re.gisters  for  positions  above  grade  GS-15.  An  examining  program  is 
being  considered  and  if  put  into  effect  in  the  months  ahead,  the  Gommission  will 
be  in  a  much  better  position  to  advise  agencies  as  to  the  availability  of  persons  on 
a  full-time  salaried  basis  at  these  levels.  Some  preliminary  discussions  have  been 
held  with  the  Department  of  Gommerce  with  regard  to  the  availability  of  other 
individuals  in  the  Governnumt  service  who  might  be  (lualified  for  some  of  the 
lH)sitions  they  are  now  tilling  on  a  WOG  basis. 

The  .survey  report  will  cover  appointments  made  under  the  provisions  of 
section  710  (c)  of  the  Defense  Production  Act  and  section  101  (b)  of  the  Execu¬ 
tive  order.  These  are  api)ointments  of  experts  and  consultants  at  not  to  exceed 
.$50  per  day.  In  these  instances,  a  positive  determination  is  made  as  to  qualitica- 
tions  in  every  case,  as  well  as  a  determination  as  to  whether  the  position  is  that 
of  consultant  or  exiHU't. 

It  is  believed  that  the  reports  resulting  fi-oni  these  surveys  will  provide  useful 
information  for  both  legislative  and  exceutive  interests. 

Sincerely, 


Philip  Young,  Chairman. 


CoM.MITTKK.  ON  P.ANKINO  .\Nd  GukkENCY, 

United  States  Senate, 

February  8,  1956. 

Hon.  Philip  Young, 

Chairman,  United  Sitates  Civil  8!erviee  Commi-ssion, 

Wa.‘<hinyton,  I).  C. 

Dear  Mr.  Young:  In  your  letter  of  .lanuary  25.  1950,  you  state  that  you 
regret  that  I  do  not  agree  as  to  the  advisability  of  covering  the  0-month  period 
since  the  Commission’s  last  survey  in  a  single  report.  In  my  letters  of  Decem¬ 
ber  1  and  .lanuary  5,  1  was  not  (piestioning  what  you  might  include  in  a 
report  filed  at  the  end  of  .lanuary  19.50. 

My  criticism  is  directed  to  the  fact  tliat  the  Defense  Production  Act  Amend¬ 
ments  of  19.55  quite  clearly  require  you,  as  Chairman  of  the  Civil  Service 
Commission,  to  survey  appointments  of  industry  paid  Government  employees 
under  sub.section  710  (b)  of  the  act  and  to  report  your  findings  to  the  President 
and  the  .lolnt  Committee  on  Defen.se  Production  at  least  once  every  3  months, 
and  you  did  not  do  so. 

I  do  iu)t  consider  that  your  failure  to  carry  out  the  clear  reciuirements  of  a 
statute  is  excused,  as  your  letters  suggest,  by  the  fact  that  you  were  awaiting 
the  issuance  of  an  Executive  order  telling  you  how  to  carry  out  this  statutory 
mandate,  or  by  the  fact  that  a  report  within  the  time  prescribed  by  law  would 
have  disclosed  that  other  agencies  were  not  complying  with  the  law,  or  by  the 
fact  that  a  report  filed  long  after  the  statutory  deadline  had  passed  would 
he  more  complete. 

I  have  now  asked  you  twice  whether  you  intend  to  limit  your  survey  to  the 
mechanical  functions  provided  in  the  Executive  order,  or  whether  you  intend 
to  exercise  any  independent  judgment  about  the  fulfillment  of  the  requirement. 
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Your  letter  states  that  your  survey  does  not  question  the  certification  by  the 
head  of  the  asency,  and  tliat  the  supporting  statements  “are  reviewed  to  assure 
that  they  cover  the  required  points.” 

Your  letter  also  states  that  your  report  will  not  contain  any  comments  on  the 
availability  of  persons  on  a  full-time  salaried  basis,  though  you  are  considering 
an  examining  program  “in  the  months  ahead.” 

I  gather  that  these  statements  from  your  letter  may  be  taken  as  your  reply 
to  my  question,  and  that  the  Congress  cannot  rely  on  your  surveys  and  reports 
to  provide  us  anything  more  than  a  mechanical  review  of  the  number  of  docu¬ 
ments  filed  in  connection  with  each  employee. 

The  Congress  assigned  this  duty  to  you,  because  it  was  considered  necessarjf 
to  have  this  exceptional  appointment  authority  carefully  supervised  by  an 
otlicial  responsible  for  carrying  out  the  letter  and  the  spirit  of  the  civil-service 
laws,  and  anxious  to  protect  the  Government  against  conflicting  interests  on 
the  part  of  employees.  It  appears  that  other  methods  of  protecting  the  public 
interest  should  be  sought. 

In  accordance  with  my  letters  of  December  1  and  January  0,  I  would  appre¬ 
ciate  the  following  information  : 

A  list  of  the  names  (with  the  agencies  involved)  of  all  persons  appointed 
under  section  710  (b)  of  the  Defense  I’roduction  Act  after  August  1,  1955, 
who  resigned  or  were  otherwise  terminated  before  November  28,  1955. 

A  list  of  the  names  (with  the  agencies  involved)  of  all  persons  appointed 
under  section  710  (b)  (whether  appointed  before  or  after  August  1,  1955) 
who  resigned  or  were  otherwise  terminated  on  or  after  November  28,  1955, 
without  filing  the  information  concerning  their  financial  interests  required 
by  paragraph  710  (b)  (0)  of  the  act. 

Sincerely  yours. 


J.  W.  Ftu.BKiGHT,  Gliairman. 


United  States  Civil  Service  Commission, 

Washington  D.  C.,  March  7,  1956. 

Hon.  J.  W.  Fulbright, 

United  States  Senate. 

Dear  Senator  I’Yilbright  ;  This  letter  provides  you  with  the  additional  in¬ 
formation  on  appointments  under  subsection  710  (b)  of  the  Defense  Production 
Act,  requested  in  your  letter  of  February  8,  1956,  which  Mr.  John  Macy  ack¬ 
nowledged  on  February  21,  1955. 

We  had  understood  that  you  had  been  furnished  a  copy  of  our  periodic  sur¬ 
vey  of  appointments  under  the  authority  of  the  Defense  Pi-oduction  Act  from 
among  those  we  furni.shed  to  the  Joint  Committee  on  Defense  Production. 
We  have  received  information  that  this  is  not  the  case.  A  copy  of  our  periodic 
suiwey  is,  therefore,  attached.  I  regret  that  there  has  been  this  delay  in  furn¬ 
ishing  you  this  information. 

Your  first  specific  request  reads  as  follows  : 

“A  list  of  the  names  (with  the  agencies  involved)  of  all  persons  appointe<l 
under  section  710  (b)  of  the  Defense  Production  Act  after  August  1,  1955,  who 
resigned  or  where  otherwise  terminated  before  November  28,  1955.” 

Our  survey  showed  that  no  persons  so  appointed  were  terminated  before 
November  28,  1955. 

Your  second  request  reads : 

“A  list  of  name.s  (with  the  agencies  involved)  of  all  persons  appointed 
under  section  710  (b)  (whether  appointed  before  or  after  August  1,  1955)  who 
resigned  or  were  otherwise  terminated  on  or  after  November  28,  1955,  without 
filing  the  information  concerning  their  financial  interests  required  by  section 
710  (b)  of  the  act.” 

Our  survey  showed  a  total  of  30  such  cases,  1  in  the  Department  of  the  Army, 
and  29  in  the  Office  of  Defense  Mobilization.  The  names  of  the  individuals 
concerned  follow : 
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AKM  Y 

Emory  M.  Ford 


OFFICE  OF  DEFENSE  MOBILIZATION 


Frederick  J.  Bell 
Floyd  V.  Berkner 
Horatio  L.  Bond 
Ellis  W.  Brewster 
Percy  Bugbee 
Nelson  H.  Eddy 
Eichard  M.  Embersen 
L.  J.  Greeley 
Herbert  L.  Hall 
Forest  L.  Henderson 
Solomon  C.  Hollister 
Katherine  G.  Howard 
Burnham  Kelly 
J.  B.  Horner  Kuper 
Otto  L.  Nelson 


G.  Stewart  I’aiil 
J.  E.  Ehoads 
George  J.  Richardson 
Elihu  Root,  Jr. 

George  Seltzer 
Glenvvood  J.  Slier rard 
William  S.  Sparks 
Joseph  D.  Stockton 
Simon  D.  Strauss 
Osgood  Tracy 
Edward  H.  Wasson 
Elmer  H.  Weaver 
Richard  W.  Wortham,  Jr. 
John  D.  Young 


With  regard  to  the  29  cases  listed  above,  the  Office  of  Defense  Mobilization 
gave  us  the  following  explanation  : 

“There  were  a  number  of  different  reasons  for  terminations  during  that  period, 
such  as  refusal  of  the  employee  to  file,  failure  to  file  by  the  date  required,  no 
anticipated  need  for  advisory  services  in  the  near  future,  and  conclusion  of 
the  part-time  assignment  for  which  they  had  been  employed.  No  attempt  was 
made  to  secure  financial  statements  from  WOC’s  terminated  prior  to  December 
28,  since  the  only  remedy  for  failure  to  file  on  the  due  date  was  termination 
of  the  woe  employment.  If  the  occasion  should  arise  for  future  services  of 
any  person  whose  WOC  appointment  has  been  terminated,  he  will  be  required, 
of  course,  to  file  a  statement  at  that  time.  Of  the  2!)  separated,  20  were  never 
in  a  duty  status  after  November  28.  The  remaining  9  were  in  duty  status  only 
1  day.” 

If  I  may  be  of  any  further  assistance,  please  let  me  know. 

Sincerely, 


ITiii.i.ip  Young,  Chairman. 


Executive  Office  of  the  President, 

Office  of  Defense  Mobilization, 
Washington,  D.  G.,  April  13,  1956. 

Hon.  J.  W.  hYiLiiUiGHT, 

Chairman,  Conimitiee  on  Banking  and  Currency, 

United  States  Senate,  Washington,  D.  C. 

Dear  Senator  Fui.bright  :  We  have  been  furnished  a  copy  of  a  letter  of  March 
7,  1956,  from  the  Chairman  of  the  Civil  Service  Commission  to  you  concerning 
WOC  employees  of  this  agency  who  were  terminated  on  or  after  November  28, 
1955,  without  filing  the  financial  statements  required  by  section  710  (b)  of  the 
Defense  Production  Act.  While  that  letter  accurately  quoted  our  general  ex¬ 
planation  of  those  terminations,  I  ivould  like  to  supply  you  with  some  supple¬ 
mental  information  so  that  it  will  be  quite  clear  on  the  record  that  there  has  been 
no  evasion  by  this  agency  of  either  the  spirit  or  the  language  of  section  710  (b). 
As  indicated  in  our  explanation  to  the  Civil  Service  Commission,  of  the  29 
employees  terminated  after  the  effective  date  of  Executive  Order  10647  20  were 
never  in  a  duty  status  after  that  date  and  the  other  9  were  in  a  duty  status  for 
only  1  day.  The  9  employees  were  all  members  of  the  temporary  committee 
set  up  on  May  9,  1955,  under  the  chairmanship  of  Gen.  Otto  Nelson  to  review 
under  current  conditions  the  dispersion  recommendations  developed  earlier  under 
Project  East  River.  This  committee  had  completed  its  assignments  prior  to 
November  28  but  required  one  additional  meeting  in  December  to  wind  up  its 
activities.  Terminations  of  the  WOC  appointments  of  its  members  were  being 
prepared  when  the  Executive  order  was  issued. 

Of  the  20  WOC’s  who  although  on  the  roles  on  November  28  were  not  in  a 
duty  status  thereafter,  15  w’ere  persons  who  would  not  have  been  retained  in  a 
WOC  status  under  the  new  law  in  any  event.  Twelve  of  them  were  slated  only 
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for  Executive  reserve  assignments  and  had  not  been  terminated  earlier  be¬ 
cause  of  tlie  imminence  of  the  issuance  of  the  Executive  order  establishing  that 
Reserve.  When  it  appeared  that  tliat  Executive  order  would  not  be  issued  in 
time  to  meet  the  tiling  deadline  of  December  28,  they  were  terminated.  The 
other  three  WOC’s  in  this  category,  like  many  of  those  slated  for  Executive  re¬ 
serve  assignments,  had  not  been  called  upon  for  advice  or  consultation  for  a 
long  time.  In  these  cases  termination  actions  could  have  been  taken  at  an  earleir 
date  but  were  delayed  by  the  determination  of  the  ODM  Executive  reserve 
memtership. 

Of  the  remaining  5  WOC’s,  1  was  merely  late  in  tiling  his  statement  and  was 
necessarily  terminated.  He  was  reappointed  soon  after.  The  other  four  did 
not  wish  to  continue  on  a  WOC  basis  for  one  reason  or  another.  While  the 
tiling  requirement  may  have  had  some  bearing  on  their  decisions  it  was  not 
necessarily  the  controlling  factor.  All  of  the  men  involved  had  performed  fine 
service  for  us  and  their  active  assignments  were  generally  completed. 

I  trust  that  this  information  will  clarify  the  record  and  I,  of  course,  will 
be  glad  to  supply  your  committee  with  any  additional  reports  it  may  require. 


Sincerely  yours. 


Arthur  S.  Flemming,  Director. 


United  States  Civil  Service  Commission, 

'WnsMngton,  D.  April  30,  1956. 

Hon.  .1.  W.  Fiilbright, 

United  fttatc.s  Senate. 

Dear  Senator  Fulbright  :  In  my  letter  to  you  of  March  7,  lOoG,  I  listed  the 
names  of  29  individuals  in  the  Cffice  of  Defense  Mobilization  apiwinted  under 
section  710  (h)  of  the  Defense  Production  Act  who  resigned  or  were  otherwise 
terminated  on  or  after  November  28,  1955,  without  tiling  the  information  con¬ 
cerning  their  financial  interests,  required  by  section  710  (b)  (6)  of  the  act.  As  a 
part  of  the  same  letter  we  furnished  you  with  an  explanation  of  this  situation 
which  had  been  given  to  us  by  the  Office  of  Defense  Mobilization.  So  that  it 
will  be  quite  clear  on  the  record  that  there  has  been  no  evasion  by  this  agency 
of  either  the  spirit  or  the  language  of  section  710  (b),  I  would  like  to  supplement 
our  March  7  letter  with  the  following  additional  information  which  has  been 
given  us  liy  the  Office  of  Defense  Mobilization. 

As  indicated  in  our  previous  letter,  of  the  29  employees  terminated  after  the 
effective  date  of  E.  O.  10647,  20  were  never  in  a  duty  status  after  that  date  and 
the  other  9  employees  were  all  members  of  the  temporary  committee  set  up  on 
May  9,  195.5,  under  the  chairmanship  of  Gen.  Otto  Nelson  to  review  under  cur¬ 
rent  conditions  the  dispersion  recommendations  developed  earlier  under  Project 
East  River.  This  committee  had  completed  its  assignment  prior  to  November  28 
but  required  one  additional  meeting  in  December  to  wind  up  its  activities. 
Terminations  of  the  IVOC  appointments  of  its  memliers  were  being  prepared 
when  the  Executive  order  was  issued. 

Of  the  20  WOC’s  who  although  on  the  roles  on  November  28  were  not  in  a 
duty  status  thereafter,  15  were  persons  who  would  not  have  been  retained  in  a 
WOC  status  under  the  new  law  in  any  event.  Twelve  of  them  were  slated  only 
for  Executive  Reserve  assignments  and  had  not  been  terminated  earlier  because 
of  the  imminence  of  the  issuance  of  the  Executive  order  e.stablishing  that  Re¬ 
serve.  When  it  appeared  that  that  Executive  order  would  not  be  issued  in  time 
to  meet  the  filing  deadline  of  December  28.  they  were  terminated.  The  other 
three  WOC’s  in  this  category,  like  many  of  those  slated  for  Executive  Reserve 
assignments,  had  not  been  called  upon  for  advice  or  consultation  for  a  long  time. 
In  these  cases  termination  actions  could  have  been  taken  at  an  earlier  date  but 
were  delayed  by  the  determination  of  the  ODM  Executive  Reserve  membership. 

Of  the  remaining  5  WOC’s,  1  was  merely  late  in  filing  his  statement  and  was 
necessarily  terminated.  He  was  reappointed  soon  after.  The  other  four  did  not 
wish  to  continue  on  a  WOC  basis  for  one  rea.son  or  another.  While  the  filing 
requirement  may  have  had  some  bearing  on  their  decisions  it  was  not  necessarily 
the  controlling  factor. 

I  hope  the  above  information  completely  clarifies  the  record  with  regard  to 
this  situation. 

Sincerely, 


Philip  Young,  Chairman. 
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Committee  on  Banking  and  Currenct, 

United  States  Senate, 

March  IS,  1956. 

Hon.  Douglas  McKay, 

Secretary  of  the  Interior, 

Washington,  D.  C. 

Dear  Mr.  McKay  :  In  connection  with  this  committee’s  consideration  of  S, 
,3407,  the  liill  to  extend  the  Defense  Production  Act,  it  would  he  helpful  to  have 
the  following  information  about  Mr.  Lynn  S.  ^Madsen,  who  M’as  appointed  under 
section  710  (b)  of  the  Defense  Production  Act  as  foreign  petroleum  analyst. 

The  duties  of  the  position,  preferably  in  the  form  of  the  job  description,  if 
this  is  complete  and  up  to  date,  including  particularly  a  statement  as  to  whether 
these  duties  Involve  in  any  way  the  voluntary  agreement  in  .section  708  of  the 
Defense  Production  Act  relating  to  foreign  petroleum  supply. 

A  full  and  complete  description  of  the  efforts  made  prior  to  his  appointment 
to  find  a  person  who  would  carry  out  the  duties  on  a  full-time  salaried  basis. 

What  instructions  have  been  is.sued  to  Mr.  Madsen  to  carry  out  the  prohibition 
of  section  710  (b)  (,3)  on  making  policy  decisions. 

Sincerely  yours, 

J.  AV.  Pui.BRiGHT,  Chairman. 


Department  of  the  Interior, 

Office  of  the  Secretary, 
Washington,  D.  C.,  March  22,  1956. 

Hon.  .1.  W.  Fulurigiit, 

Chairman,  (’onnnittce  on  Hanking  and  Currency, 

United  States  Simate,  Washington,  D.  C. 

My  Dear  Senator  PhTunRiGHT :  I  have  your  letter  of  Alarcli  13,  1956,  asking 
for  information  about  Mr.  Lynn  S.  Madsen,  appointed  under  section  710  (b)  of 
the  Defense  I'roduction  Act  as  foi-eign  petroleum  analyst,  which  would  be  helpful 
to  the  Committee  on  Banking  iind  Currency  in  its  con.sideration  of  S.  3407,  the 
bill  to  extend  the  Defense  I’roduction  Act. 

The  Petroleum  Administration  for  Dt'fense  was  terminated  on  April  30,  19.54, 
and  its  remaining  duties  and  responsibilities  were  transferred  to  the  Office  of 
Oil  and  Gas.  There  were  serious  deficiencies  in  detailed  Information  on  petrole¬ 
um  operations  of  foreign  areas  in  the  Office  of  Oil  and  Gas.  Therefore,  efforts 
were  m.ade  to  employ  a  full-time  salaried  Government  employee  with  intimate 
knowledge  of  foreign  petroleum  operations,  but  these  were  unsuccessful.  Then 
efforts  were  concentrated  on  securing  a  qualified  individual  who  might  be  em¬ 
ployed  on  a  without-compensation  basis.  Eventually  we  were  able  to  obtain  the 
services  of  Mr.  Madsen. 

Mr.  I.ynn  S.  Madsen  was  appointed  as  foreign  petroleum  analy.st  in  the  Office 
of  Oil  and  Gas  pursuant  to  the  provisions  oif  section  710  (b)  of  the  Defense 
Production  Act.  His  services  were  made  available  to  the  Government  for  1 
year.  He  entered  on  duty  on  .January  10.  1955.  He  resigned  on  January  6,  19.56. 

As  foreign  iietroleum  analy.st,  Mr.  Madsen's  assigned  duties  were  to  organize 
a  foreign  iietroleum  data  reference  library.  lie  reviewesl  all  available  data  and 
information  of  the  Office  of  Oil  and  Gas  covering  every  facet  of  the  petroleum 
oi)eratlons  in  foreign  countries.  He  developed  ways  and  means  to  bring  such 
data  and  information  up  to  date,  keep  it  current,  and  make  it  readily  available. 
This  library  which  he  established  covers  petroleum  information  on  117  foreign 
countries  and  areas. 

The  job  to  which  Mr.  Madsen  was  appointed  was  a  nonpolicymaking  position. 
The  duties  did  not  involve  activities  concerned  with  administration  of  the 
Voluntary  Agreement  Relating  to  Foreign  I’etroleum  Supply  or  its  implementing 
adjunct,  the  Foreign  Petroleum  Supply  Committee. 

With  the  library  organized,  the  duty  of  keeping  foreign  petroleum  data  current 
is  now  the  responsibility  of  a  full-time  salaried  petroleum  and  natural  gas  engi¬ 
neer  in  the  Office  of  Oil  and  Gas  who  joined  the  staff  in  January  1956. 

Sincerely  yours. 


D.  Otis  Beasley, 

Administrative  Assistant  Secretary. 
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Committee  on  Banking  and  Currency, 

Unith)  States  Senate, 

March  13,  1956, 


Hon.  Sinclair  Weeks, 

Secretary  of  Commerce,  Washington,  D.  C. 


Dear  Mr.  Weeks  :  In  connection  with  this  committee’s  consideration  of  S. 
.3407,  the  bill  to  extend  the  Defense  Production  Act,  it  would  be  helpful  to  have 
the  following  information : 

1.  A  list  of  all  persons  appointed  to  operating  positions  (as  distinguished  from 
consultants)  under  section  710  (b)  of  the  Defense  Production  Act  since  July  31, 
1955,  showing  in  each  case  (a)  the  position  to  which  the  appointment  was  made, 
(5)  the  private  employer  of  the  individual,  (c)  the  position  held  with  his  prB-ate 
employer,  and  (d)  the  sjiecific  efforts  made  to  find  a  person  who  might  fill  the 
position  in  your  Department  on  a  full-time  salaried  basis.  A  copy  of  the  job 
description,  showing  the  appointee’s  duties,  should  be  given  in  each  case. 

2.  The  name  of  any  of  these  appointees  who  was  receiving  from  his  private 
employer  at  the  time  of  the  appointment  an  annual  salary  less  than  $14,800. 

3.  A  statement  of  the  procedures  and  instructions  which  you  have  issued  to 
carry  out  the  prohibition  of  section  710  (b)  (3)  on  the  making  of  policy  decisions 
by  these  appointees. 

4.  A  statement  of  the  procedures  and  instructions  you  have  issued  to  avoid, 
to  as  great  an  extent  as  possible,  any  conflict  between  the  governmental  duties 
of  these  appointees  and  their  private  interests,  either  through  passing  upon  or 
making  recommendations  concerning  applications  from  or  other  matters  directly 
affecting  their  ])rivate  employers  or  passing  upon  or  making  recommendations 
concerning  applications  from  or  other  matters  affecting  competitors  of  their 
private  employers. 

In  order  to  determine  how  you  intend  to  carry  out  the  filing  requirements  of 
the  1955  Defense  Broduetion  Act  amendments,  the  following  specific  questions 
are  asked : 

Mr.  William  .1.  Edmunds,  Jr.,  of  the  Kaiser  Aluminum  &  Chemical  Coiq).,  wa» 
appointed  Director  of  the  Aluminum  and  Magnesium  Division  on  August  15, 
1955.  His  statement  of  financial  interests,  dated  August  16,  1955,  was  filed  on 
December  1,  1955.  He  was  superseded  in  his  position  on  February  13,  1956,  by 
Mr.  Irving  P.  MacAuley.  In  view  of  the  fact  that  Mr.  Edmunds  apparently  was 
Division  Director  for  2  days  less  than  6  months,  do  you  intend  to  ask  Mr. 
Edmunds  to  file  a  statement  showing  changes  in  his  financial  interests  while  in 
the  position,  as  required  under  section  710  (b)  (6)  at  the  end  of  each  succeeding 
6-month  period? 

A  number  of  appointees  under  710  (b)  have  apparently  served  in  operating 
positions  for  more  than  6  months  (for  example,  IMr.  Courtlandt  F.  Denney,  ap 
pointed  as  Director,  Power  Equipment  Division,  on  August  15,  1955,  statemeni 
dated  August  18,  1955,  redated  November  16,  1955 ;  Mr.  George  Ireland,  air- 
pointed  as  Director,  Communications  Equipment  Division,  on  August  15,  1955, 
statement  dated  August  15,  1955,  redated  November  16,  1955 ;  Mr.  Robert  D. 
James  appointed  as  Director,  Forest  Products  Division,  on  July  11,  1955,  state¬ 
ment  dated  November  17,  19.55).  I  have  found  no  statements  published  in  the 
Federal  Register  showing  changes  in  their  financial  interests.  Is  it  your  inten¬ 
tion  to  require  these  employees  to  file  statements  at  the  end  of  6  months  of 
service  in  these  positions,  showing  changes  in  their  financial  interests  during 
such  6-month  periotl?  If  so,  when  would  such  supplementary  statements  be 
filed? 


Sincerely  yours. 


,T.  W.  Fulbright,  Chairman. 


The  Secretary  of  Commerce, 

Washington,  April  17,  1956. 

Hon.  J.  AV.  Fulbright, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington,  D.  C. 

Dear  Mr.  Chairman  :  This  is  in  further  reply  to  your  letter  of  March  13  re¬ 
questing  certain  information  concerning  the  WOO  program  for  use  in  connection 
with  the  committee’s  consideration  of  S.  3407  (to  extend  the  Defense  Production 
Act  of  1950,  as  amended).  We  are  pleased  to  submit  the  following: 

1.  Since  .July  31.  1955,  no  persons  have  been  appointed  “without  compensation” 
( WOC)  to  operating  positions  in  the  Department  of  Commerce  (as  distinguished 
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from  consultants)  under  section  710  (b)  of  the  Defense  Production  Act  except 
in  our  Business  and  Defense  Services  Administration  (BDSA).  Attached  as 
exhibit  A  is  a  list  of  all  persons  so  appointed  since  July  31,  1955.  This  list  shows 
in  each  case  (a)  the  position  to  which  the  appointment  was  made,  (6)  the 
private  employer  of  the  individual,  and  (c)  the  position  held  with  his  private 
employer.  In  each  case  prior  to  approval  of  the  appointment  of  the  individual 
on  a  VvOC  basis  our  Oliice  of  I’ersouuel  Management  endeavors  to  locate  candi¬ 
dates  to  till  the  ])osirion  on  a  full-time  salaried  basis.  In  doing  so  it  gives  con¬ 
sideration  to  (1)  employees  currently  employed  in  the  Business  and  Defense 
Services  Administration,  (2)  former  employees  on  the  Department’s  Reemploy¬ 
ment  Priority  List,  (3)  applications  retained  in  the  applicant  file,  and  (4)  such 
other  sources  of  likely  personnel  as  are  available  and  appropriate.  Attached  as 
exhibits  B-I  tbrough  B-25  are  copies  of  the  job  descriptions  of  each  individual 
listed  in  exhibit  A. 

2.  Attached  as  exhibit  ('  is  a  table  showing  the  private  earnings  of  each  of  the 
individuals  listed  in  exhibit  A  as  indicated  in  form  SF-5T  submitted  by  each  at 
the  time  of  his  appointment.  For  some  years  it  has  been  the  policy  of  the  De¬ 
partment  to  recpiire  in  general  that  prospective  WOC’s  must  have  earned  at  least 
.$10,900  per  year  in  private  einiiloyment  in  order  to  be  eligible  for  a  WOG  appoint¬ 
ment  under  the  Defen.se  Production  Act.  It  was  considered  sufficient  for  the 
Government’s  administrative  requirements  that  they  be  required  merely  to  state 
in  their  appointment  papers  that  their  private  earnings  were  in  excess  of  $10,000 
per  year  without  disclosing  their  exact  earnings.  There  is  ample  reason  to 
believe,  of  cour.se,  that  tbe  earnings  of  many  appointees  were  substantially  in  ex¬ 
cess  of  that  amount.  Recently,  however,  we  have  required  each  WOG  candidate 
to  state  that  his  private  earnings  are  in  excess  of  the  Government’s  base  rate  of 
I)ay  for  the  position  to  which  it  is  proposed  to  appoint  him.  In  no  case,  we  might 
add,  has  an  individual  be  n  appointed  WOG  to  a  position  within  the  Depart¬ 
ment  calling  for  a  salary  of  as  nittch  as  $14,!S00,  to  which  you  refer  in  your  letter. 

3.  With  respect  to  the  prohibition  against  the  making  of  policy  decisions  by 
woe  appointees  as  provided  in  section  710  (b)  (3)  of  the  act,  our  practices  and 
procedures  are  as  follows  ; 

(a)  When  the  WOG  reports  for  duty,  he  is  given  a  copy  of  his  job  descrip¬ 
tion  which,  in  each  case,  as  will  be  noted  from  exhibits  B-1  through  B-25, 
contains  the  statement  that  the  incumbent  shall,  when  policy  matters  are 
involved,  be  limited  to  advising  appropriate  full-time  salaried  Government 
officials  who  are  responsible  for  making  policy  decisions. 

(5)  At  the  same  time  he  has  been  given  a  kit  of  information  designed  to 
accpiaint  him  with  the  programs  of  the  Agency  and  the  rules  and  regulations 
governing  his  conduct  as  a  Government  employee.  Included  in  this  kit  is  a 
copy  of  a  memorandum  from  the  General  Counsel  of  the  Department  of 
Commerce  dated  December  1,  1955,  calling  attention  to  the  1955  amendments 
of  the  Defense  Production  Act,  including  section  710  (b)  (3)  (exhibit  D). 

(c)  Shortly  after  the  WOG  reports  for  duty,  a  special  indoctrination  and 
orientation  meeting  is  conducted  by  the  Director  of  Administration  for 
BDSA  with  each  incoming  WOG.  At  this  meeting  the  limitation  on  the 
WOC’s  authority  with  respect  to  policy  matters  is  called  specifically  to  his 
attention  and  discussed  with  him.  In  addition,  he  is  advised  to  disqualify 
himself  with  respect  to  any  official  action  of  the  Division  wherein  partici¬ 
pation  by  him  might  be  considered  improper  or  embarrassing  to  the  Govern¬ 
ment,  the  Department,  his  company,  or  himself.  He  is  also  advised  that  he 
is  always  free  to  seek  and  obtain  counsel  and  advice  in  these  matters  from 
the  Administrator  of  BDSA  or  his  deputy,  the  Director  of  Administration  for 
BDSA,  or  memhers  of  the  staff  of  the  General  Counsel  of  the  Department  of 
Commerce. 

4.  With  respect  to  the  avoidance  to  as  great  an  extent  as  possible  of  any  con¬ 
flict  between  the  governmental  duties  of  these  appointees  and  their  private  inter¬ 
ests,  our  practices  and  procedures  are  as  follows : 

(a)  For  the  guidance  of  all  Assistant  Administrators,  Division  Directors, 
and  Deputy  Division  Directors  of  BDSA  in  connection  with  the  selection  of 
prospective  appointees  and  processing  of  WOG  appointments  pursuant  to 
the  Defense  I’roduction  Act,  an  interim  procedure  was  established  on  Decem¬ 
ber  22,  1955  (exhibit  E),  and  distributed  by  memorandum  of  the  Director  of 
Administration,  BDSA,  on  December  23, 1955  (exhibit  F). 

(b)  Each  WOG  at  the  time  he  is  sworn  in  is  given  (and  acknowledges  re¬ 
ceipt  of)  a  copy  of  the  form  entitled  “Exemptions  Prom  Certain  Conflict  of 
Interest  Statutes’’  (exhibit  G).  This  form,  you  will  note,  contains  not  only  a 
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statement  of  the  statutory  exemptions  but  also  of  the  limitations  thereon 
which  hav'e  been  imposed  by  statute  and  Executive  order. 

(c)  Each  incoming  WOO  is  given  a  kit  of  information  designed  to  acquaint 
him  with  the  programs  of  the  Agency  and  the  rules  and  regulations  govern¬ 
ing  his  conduct  as  a  Government  employee.  Included  in  this  kit  are  the  fol¬ 
lowing  which  pertain  to  conflict  of  interest : 

(1)  Department  of  Commerce  Order  No.  77  (amended)  dated  August 
5,  1955,  entitled  “Conflicts  of  Interest  and  Private  Business  Activities 
of  Officers  and  Employees”  (exhibit  H) . 

(2)  A  copy  of  a  memorandum  from  the  General  Counsel  of  the  Depart¬ 
ment  of  Commerce  dated  December  1,  1955,  calling  attention  to  the  1955 
amendments  of  the  Defense  Production  Act  (exhibit  D).  This  memo¬ 
randum  quotes  section  710  (b)  (4)  of  the  Defense  Production  Act,  as 
amended. 

(d)  At  the  indoctrination  and  orientation  meeting  between  the  Director 
of  Administration  for  BDSA  and  the  newly  appointed  WOC,  as  described  in 
3  (c)  above,  matters  of  conflicts  of  interest,  statutory  exemptions,  and  the 
limitations  thereon,  and  the  application  of  Department  Order  77  (exhibit 
H)  are  thoroughiy  discussed. 

With  respect  to  Messrs.  Edmunds,  Ireland,  James,  and  Denney  referred  to  in 
your  letter,  our  records  indicate  the  following  dates  of  employment : 


Name 

Appointed 

Terminated 

Edmunds,  William  J.,  Jr  _ _ _ 

Aug.  15,1955 

Jan.  31,1956 
Do. 

do 

July  11,1955 

Do. 

Aug.  15,1955 

(') 

1  still  on  duty. 


We  do  not  understand  that  a  supplemental  financial  statement  is  requii'ed 
unless  and  until  the  WOC  has  served  6  months  from  the  date  of  his  appointment 
or  from  August  1,  whichever  is  later.  Accordingly,  no  supplemental  financial 
statement  was  obetained  from  Messrs.  Edmunds,  Ireland,  and  James. 

On  March  2, 1956,  the  Civil  Service  Commission  advised  us  that  after  discussion 
with  the  Attorney  General  it  had  been  concluded  that  in  the  case  of  those  WOC’s 
who  were  on  duty  as  of  August  1,  1955,  and  were  still  on  duty  as  of  February  1, 
1956,  supplemental  financial  statements  were  required  as  of  the  latter  date.  This 
was  so  despite  the  fact  that  only  2  or  3  months  at  most  had  elapsed  since  they 
had  filed  their  initial  financial  statements.  This  was  contrary  to  our  original 
impression  that  the  6  months  would  run  from  the  date  of  their  last  previous  filing. 
Nevertheless,  we  undertook  promptly  to  obtain  supplementai  financial  statements 
from  all  such  individuals.  Mr.  Denney’s  supplemental  statement  made  as  of 
February  15,  1956,  was  filed  on  March  22,  1956  (21  F.  R.  1809).  Supplemental 
statements  have  been  obtained  from  other  individuals  similarly  situated  and  have 
been  filed  with  the  Federal  Register. 

I  hope  the  foregoing  information  satisfactorily  answers  your  inquiries  and  that 
it  will  be  of  assistance  to  the  committee  in  its  deliberations. 

Sincerely  yours. 


Sinclair  Weeks, 
Secretary  of  Commerce. 


Exhibit  A 


Persons  appointed  to  operating  positions  without  compensation  pursuant  to 
sec.no  (b)  of  the  Defense  Production  Act  since  July  31, 1955 

(Prepared  as  of  Mar.  14, 1956) 


Name 

Position  appointed  to 
in  BDSA 

Private  employer 

Position  held  with 
private  employer 

Burley,  John  V _ 

Director,  Iron  and  Steel 
Division. 

Director,  Metaiworking 
Equipment  Division. 
Director,  Electrical 
Equipment  Division. 

Republic  Steel  Corp., 
Cleveland,  Ohio. 
Lapointe  Machine  Tool 
Co.,  Hudson,  Mass. 
W^estinghouse  Electric 
Corp.,  Sharon,  Pa. 

Assistant  general  man¬ 
ager  of  sales. 

Vice  president. 

Manager,  power  equip¬ 
ment  sales,  trans¬ 
former  division. 

Crosby,  Joseph  P _ 

Cross,  John  L . .  .  . 
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Persons  nppointed  to  operating  positions  without  eompensation  pursuant  to 
SCO.  710  (h)  of  the  Defense  Produetion  Act  sinee  July  31,  1955 — Continued 


Name 


Position  appointed  to 
in  BDSA 


Private  employer 


Position  held  with 
private  employer 


Penney,  Courtlandt  F _ 

Duerlngcr,  Wilbur  F _ 

Edmunds,  William  J.,  Jr... 

Fowles,  George  A _ 

Frazza,  Louis  F . . 

Gibbs,  Lewis  T . . 


Director,  Power  Equip¬ 
ment  Division. 

_ do _ 


Director,  Aluminum 
and  Magnesium  Divi- 
si  -n. 

Director,  Chemical  and 
Rubber  Division. 

Director,  Water  and 
Sewerage  Industry 
and  Utilities  Division. 

Chief,  Carbon  and  Al¬ 
loy  Semifinished  Rail, 
Structural.  Bars.  Wire 
and  Forgings  Branch, 
iron  and  Steel  Divi¬ 
sion. 


Foster  Wheeler  Corp., 
165  Broadway,  New 
York,  N.  Y. 

Allis-Chalmers  Manu¬ 
facturing  Co.,  Mil- 
w'aukee,  Wis. 

Kaiser  Al  iminum  and 
Chemical  Corp.,  Oak¬ 
land,  Calif. 

B.  F.  Goodrich  Chemi¬ 
cal  Co.,  Cleveland, 
Ohio. 

Johns-Manville  Sales 
Corp.,  New  York, 
N.  Y. 

U.  S.  Steel  Corp.,  Pitts¬ 
burgh  30,  Pa. 


Executive  assistant  to 
vice  president. 

Engineer  in  charge  of 
sales  of  steam  tur¬ 
bines. 

Metal  control  man¬ 
ager. 

Manager,  plastic  ma¬ 
terials  sales. 

Manager,  direct  sales, 
pipe  division. 

-Assistant  manager, 
high-strength  steel 
sales. 


Ilalderman,  Lawrence  J _ 

Ireland,  George . . 

Jones,  William  J . . 

Krohn,  Gilbert  11 _ 

Macauley,  Irving  P _ 

Martin,  Roger  II . . 

•Martin,  Terry  B . . 

Merllss,  Frederick  A _ 

Pommer,  Clifford  G . . 

Reed,  R.  Chester . . 

Sandston,  William  L . 

Seeley,  Clarence  W _ 

Stuart,  Charles  M . 

Van  Rensselaer,  Cortlandt.. 

Waindle,  Roger  F _ 

Williams,  Robert  E _ 


Director,  General  Com¬ 
ponents  Division. 

Director,  Communica¬ 
tions  Equipment  Di¬ 
vision. 

Director,  Automotive 
Division. 

Chief,  Stainless,  Ili- 
Temp,  .^lloy  and  Tool 
Steel  Branch,  iron 
and  Steel  Division. 

Director,  .Aluminum 
and  Magnesium  Di¬ 
vision. 

Chief,  Carbon  and  Al¬ 
loy  Flat  Rolled  and 
Tubular  Products 
Branch,  Iron  and 
Steel  Division. 

Director,  Electrical 
Equipment  Division. 

Deputy  Director,  Alu¬ 
minum  and  Magne¬ 
sium  D1  ision. 

Director,  Shipb  ’ilding. 
Railroad,  Ordnance, 
and  .41rcraft  Division. 

Deputy  Director,  Con¬ 
tainers  and  Packag¬ 
ing  Division. 

Chief,  Business  Re¬ 
search  and  Analysis 
Branch,  Iron  and 
Steel  DP  islon. 

Director,  Copper  Divi¬ 
sion. 

Director,  General  In¬ 
dustrial  Equipment 
Division. 

Deputy  Director,  Scien¬ 
tific  Motion  I'icture, 
and  Photographic 
Products  Division. 

Chief,  Castings  Branch, 
Iron  and  Steel  Divi¬ 
sion. 

Director,  Communica¬ 
tions,  Equipment  Di¬ 
vision. 


Timken  Roller  Bearing 
Co.,  Los  Angeles, 
Calif. 

Boll  Telephone  Com¬ 
pany  of  Pennsylvania, 
Philadelphia,  Pa. 

Chry.sler  Corp.,  Detroit, 
Mich. 

Babcock  &  Wilcox  Co., 
Chicago,  Ill. 


Reynolds  Metal  Co., 
New  York,  N.  Y. 

Jones  &  Laughlin  Steel 
Cori).,  Pittsburgh  30, 
Pa. 


Square  D  Co.,  Mil¬ 
waukee,  Wis. 

United  Smelting  &  Alu¬ 
minum  Co.,  Inc.,  New 
Haven,  Conn. 

General  Electric  Co., 
Schenectady,  N.  Y. 


The  Texas  Co.,  New 
York,  N.  Y. 

Armco  Steel  Corp., 
Middletown,  Ohio. 


Scovill  Manufacturing 
Co.,  Waterbury, 
Conn. 

Carrier  Corp.,  Syracuse, 
N.  Y. 

Hewlett-Packard  Co., 
Palo  Alto,  Calif. 


Consolidated  Foundries 
&  Manufacturing  Co., 
Boston,  Mass. 
Automatic  Electric  Co., 
Chicago,  ill. 


Branch  manager. 


General  commercial 
manager. 

Assistant  general  pro¬ 
duction  manager. 

Sales  representative, 
tubular  products  di¬ 
vision. 

Vice  president,  exec¬ 
utive  sales. 

Assistant  manager,  tu¬ 
bular  products. 


Standards  engineer. 

General  superintend¬ 
ent. 

Manat'er,  marketing, 
Schenectady  aero¬ 
nautic  and  ordnance 
s>  stems  department. 

Supervisor,  packages 
and  shipping  divi¬ 
sion. 

Economic  analyst. 


District  sales  manager. 


Assistant  to  executive 
vice  president. 

Assitant  sales  man¬ 
ager. 


Vice  president. 


Staff  representative. 


(Certain  portions  of  the  standard  forms  S.  F.  No.  75  have  been  omitted) 
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Exhibit  B-1 

John  V.  Burbey,  Director,  Iron  and  Steel  Division 
[Standard  Form  No.  75,  February  1946] 

United.  States  Civil  Service  Commission — Position  description 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  Section  710  (b)  of  the  Defense  Production  Act  of 
1950,  and  Section  101  (a)  of  E.  0. 10182. 

b.  Department,  agency,  or  establishment:  Director,  Iron  and  Steel  Division. 
Class,  series :  WOC. 

c.  Bureau  ;  Director,  Iron  and  Steel  Division.  Class,  series :  WOC. 

e.  Recommended  by  initiating  office :  Duties  and  responsibilities  comparable  to 
those  of  positions  allocated  to  GS-17  under  the  Classification  Act  of  1949. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions, 
Standard  Form  No.  75 A)  : 

nature  and  purpose  of  work 

Introduction 

The  Director  of  the  Ii-on  and  Steel  Division  is  responsible  for  administering 
the  Business  and  Defense  Services  program  with  special  reference  to  iron  and 
steel  products,  ferro-alloys,  forgings,  and  castings. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  oper¬ 
ating  plans,  recommendations,  and  procedures  needed  to  achieve  the  objectives 
of  the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to 
advising  appropriate  full-time  salaried  Government  oflicials  who  are  responsible 
for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

1.  Steel. — Under  the  Defense  Materials  System,  the  Division  is  responsible 
for  insuring  the  requirements  of  the  military  and  Atomic  Energy  programs. 
Under  Order  M-IA,  the  Division  is  responsible  for  the  issuance  of  set-asides 
and  directives  on  the  production  of  specified  quantities  of  types,  sizes,  shapes, 
and  forms  of  steel  to  meet  defense  requirements.  In  addition  the  Division 
will  issue  priorities  and  directives,  wherever  such  may  be  needed  and  requested  by 
the  Military  Establishments  and  Atomic  Energy  Commission,  to  insure  that  pro¬ 
duction  and  delivery  of  military  and  AEG  requirements  are  met  on  schedule. 

2.  The  Division  is  also  responsible  for  the  following  materials :  Pig  iron, 
scrap,  steel  forgings,  steel  castings,  boron,  calcium,  chromium,  cobalt,  columbium, 
manganese,  molybdenum,  nickel,  silicon,  tantalum,  titanium  ore,  tungsten,  va¬ 
nadium,  zirconium,  and  basic  refractories. 

3.  Stockpiling  and  conservation.— This  involves  making  recommendations  on 
iron  and  particularly  nickel  and  ferro-alloy  stockpiling  and  conservation  poli¬ 
cies  and  operations.  Recommendations  include  opinions  on  stockpile  goals,  rate 
of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense  and  civilian 
production  and  the  stability  of  the  industry. 

4.  Mobilization  readiness  program. — The  overall  objective  of  this  program  is 
to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and  physical 
resources  and  generates  the  maximum  military  power  that  these  resources  can 
support,  with  due  consideration  of  the  needs  and  contributions  of  the  rest  of  the 
Free  World.  This  involves:  (a)  studies  and  investigations,  in  collaboration  with 
other  Government  agencies  and  with  industry,  to  determine  the  productive  poten¬ 
tial  of  industry  to  meet  all-out  mobilization  requirements;  (b)  identification, 
where  possible,  of  serious  deficiencies  in  industrial  capacity  that  will  be  needed 
in  time  of  emergency;  (c)  recommendations  for  tax  amortization  and  loans  in 
connection  with  the  expansion  of  industrial  capacity  needed  to  meet  current  de¬ 
fense  production  goals  as  well  as  mobilization  requirements  (such  recommenda¬ 
tions  in  every  instance  to  be  made  by  full-time,  career  employees)  ;  and  (d) 
maintaining  and  keeping  up  to  date  industrial  production  and/or  materials 
controls  on  the  economy  for  defense  purposes. 

5.  The  postattack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  In  connection  with  the  iron  and  steel  industries,  such  program 
involves  pointing  up  specific  measures  which  should  be  taken  with  these  especially 
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critical  and  vulnerable  industries  and  serving  as  a  clearinghouse  for  ideas  within 
the  industries.  It  Involves  making  suggestions  for  dispersion,  decoucentration 
and  protective  construction ;  for  transfer  of  production  to  undamaged  facilities ; 
for  development  of  duplicate  sources  of  supply ;  and  for  accelerating  restoration 
of  damaged  facilities. 

6.  The  Department’s  program  to  foster,  promote,  and  develop  United  States 
industrg  and  commerce.- — This  involves  serving  as  the  focal  iwint  for  the  iron 
and  steel  industries  within  Government  and  advising  the  Administrator  and  the 
Secretary  of  Commerce,  on  policies  and  actions  for  carrying  out  the  Depart¬ 
ment’s  programs.  It  involves  participating  w.itli  the  iron  and  steel  industry, 
and  the  Industry  Advisory  Commmittee,  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  Inisiness  programs  at  home  and 
abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs ;  and  working  closely  with  industry 
and  industry  associations  in  representing  business  in  Government.  It  involves 
providing  information  to  business  on  pioduction,  sales  and  inventories ;  develop¬ 
ing,  in  collaltoration  with  business  and  other  Government  agencies,  statistical 
series  adequate  to  meet  requirements  of  both  Government  and  business ;  pub¬ 
lishing  industry  information  useful  to  business  and  general  public ;  and  repre¬ 
senting  and  assisting  industry  in  its  relations  with  other  Department  and 
agencies  of  Government. 

Supcri'ision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership 
is  available  from  the  Assistant  Administrator  for  the  metals  area.  The  Director 
is  expected  to  exercise  initiative  and  judgment  in  determining  what  projects 
should  be  undertaken,  how  they  should  be  organized,  and  the  propriety  of  the 
work.  Specific  instructions  with  respect  to  the  administration  of  the  Division 
are  seldom  available.  The  guides  are  characteristically  in  the  nature  of  legis¬ 
lation,  budgetary  limitations,  and  expressed  or  implied  policies  of  the  agency. 

Personal  icork  contracts 

The  incumbent  should  have  a  broad  industry  background  with  intimate  knowl¬ 
edge  of  the  problems  of  the  steel  industry  and  related  industries.  He  establishes 
and  maintains  continuing  liaison  with  top  executives  of  Government,  industry, 
trade  associations,  and  the  technical  and  trade  press  for  the  steel  industry. 
Personal  contacts  and  the  establishment  of  cooperative  working  relationships 
with  top  echelon  industrialists  is  a  primary  responsibility  of  this  position  in  the 
interest  of  protecting  the  economy  of  the  industry.  Contacts  are  for  the  pur¬ 
pose  of  keeping  informed  on  the  latest  developments  and  trends  in  steel  and 
related  fields,  providing  assistance  in  the  solution  of  problems,  or  gaining  con¬ 
currence  in  proposed  actions  that  are  vital  to  the  agencies’  programs. 

Note.— This  WOO  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  Division  Director  positions  within  BDSA 
allocated  to  industry  specialist,  GS-1150-17. 


Exhibit  B-2 

Joseph  P.  Ckosbt,  Director,  Met.vl working  Equipment  Division 

Allocation  by:  a.  Civil  Service  Commission.  Established  in  accordance  with 
section  710  tb)  of  the  Defense  Production  Act  of  1950,  as  extended,  and  section 
101  (a)  of  Executive  Order  10647. 

b.  Department,  agency,  or  establishment :  Director,  Metalworking  Equipment 
Division.  Class,  series :  WOC. 

c.  Bureau ;  Director,  IMetalworking  Equipment  Division.  Class,  series :  WOC. 
e.  Recommended  by  initiating  office;  Duties  and  re.sponsibilities  comparable 

to  those  of  positions  allocated  to  GS-17  under  the  Classification  Act  of  1949. 

16.  Description  of  duties  and  responsibilities  (See  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  preparation  of  position  descriptions, 
standard  form  No.  75A)  : 
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NATUKE  AND  PURPOSE  OF  WORK 

Introduction 

The  Director  of  the  Metalworking  Equipment  Division  is  responsible  for  admin¬ 
istering  the  Business  and  Defense  Services  Administration  program  with  special 
reference  to  industrial  segments  falling  under  the  Metalworking  Equipment  Divi¬ 
sion. 

Duties 

The  Director  is  responsible  for  the  organization  as  well  as  operating  plans, 
recommendations  and  procedures  needed  to  achieve  the  objectives  of  the  Division. 
Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to  advising  appro¬ 
priate  full-time  salaried  Government  officials  who  are  responsible  for  making 
policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

Duties: 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of 
Defense  and  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  specified  quantities  of  types,  shapes  and  sizes  of  the  controlled  materials 
and  production  equipment  and  provide  the  means  for  giving  i)referential  treat¬ 
ment  to  purchase  orders,  contracts,  or  other  forms  of  procurement,  if  necessary. 
Directive  assistance  is  granted  when  delivery  is  required  at  an  earlier  date  than 
that  which  can  be  satisfied  by  issuance  of  a  priority  rating. 

2.  Administration  of  BD8A  Order  M-Jfl — Delivery  of  mctalworlcing  machines. — 
This  order  regulates  the  delivery  of  metalworking  machines  pursuant  to  rated 
orders.  It  requires  all  producers  to  schedule  their  deliveries  pursuant  to  such 
orders  in  accordance  with  the  provisions  of  this  order.  It  requires  establish¬ 
ment  of  delivery  schedules  to  maximize  production  and  effectively  distribute 
tools  according  to  established  military  preference  lists.  Diversions  of  and  direc¬ 
tives  for  machine  tools  are  limited  io  orders  sponsored  by  the  Atomic  Energy 
Commission  and  the  Department  of  Defense. 

3.  The  mohilization  readiness  program. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these  re¬ 
sources  can  support,  with  due  consideration  of  the  needs  and  contributions  of 
the  rest  of  the  free  world.  This  involves:  (a)  studies  and  investigations,  in  col¬ 
laboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements ; 
(6)  identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amorti¬ 
zation  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  li.v  full-time,  career  em¬ 
ployees)  ;  and  (d)  maintaining  and  keeping  up-to-date  industrial  information 
that  would  be  essential  in  the  event  if  is  necessary  in  the  future  to  impose  pro¬ 
duction  and/or  materials  controls  on  the  economy  for  defense  purposes. 

4.  The  postattaclc  program.- — This  is  a  program  for  assisting  industry  ad¬ 
visory  committee  and  other  groups  of  industrial  leaders  in  the  development 
of  postattack  plans.  It  involves  pointing  up  specific  measures  which  should  be 
taken  with  especially  critical  and  vulnerable  industries,  and  serving  as  a  clear¬ 
inghouse  for  ideas  within  the  indirstries  under  the  jurisdiction  of  the  Division. 
It  involves  making  suggestions  for  dispersion,  deconcentration,  and  protective 
construction ;  for  transfer  of  production  to  undamaged  facilities :  for  develop¬ 
ment  of  duplicate  sources  of  supply  ;  and  for  accelerating  restoration  of  damaged 
facilities. 

5.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

6.  The  Department’s  program  designed  to  foster,  pro-mote,  and  develop  United 
States  industry  and  commerce. — This  involves  serving  as  the  focal  point  for  those 
industries  within  Government  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  business  programs  at  home  and 
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abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
policies  to  promote  business  stability  and  programs;  providing  information, 
guidance,  and  judgments  on  industry  affairs  and  working  closely  with  industry 
and  industry  associations  representing  business  in  Government.  It  involves 
providing  information  to  business  on  production,  sales,  and  inventories ;  develop¬ 
ing,  in  collaboration  with  business  and  other  Government  agencies,  statistical 
series  adequate  to  meet  requirements  of  both  Government  and  business ;  assem- 
bling  and  distributing  data  useful  to  business  in  expanding  markets  at  home  and 
abroad ;  publishing  information  useful  to  business  and  the  general  public ;  and 
representing  the  assisting  industry  in  its  relations  with  other  departments  and 
agencies  of  the  Government. 

Siipmnsiim  and  guidance  received 

The  Director  of  the  Metalworking  Equipment  Division  serves  under  the  broad 
general  direction  of  the  Adniinisti’ator  and/or  the  Deputy  Administrator.  Co- 
ordinative  guidance  and  staff  leadership  is  available  from  the  Assistant  Admin¬ 
istrator  for  the  industry  group.  The  Director  is  expected  to  exercise  initiative 
and  judgment  in  determining  what  projects  should  be  undertaken,  how  they 
should  be  organized,  and  the  propriety  of  the  work.  Specific  instructions  with 
lespect  to  the  administration  of  the  Division  are  seldom  available.  The  guides 
are  characteristically  in  the  nature  of  legislation,  budgetary  limitations,  and  ex¬ 
pressed  or  implied  policies  of  the  agency. 

Personal  work  contacts 

Contacts  are  estalilished  and  continuing  liaison  maintained  with  top  officials 
of  Government  and  industry.  Contacts  are  for  the  purpose  of  persuading  them 
to  provide  assistance  in  the  .solution  of  problems,  or  gaining  their  concurrence  in 
proposed  actions  that  are  vital  and  important  to  the  defense  program. 

Note. — This  position  is  in  lieu  of  a  full-time  Classification  Act  position  which 
would  be  comparable  to  other  Division  Direct  positions  within  BDSA  allocated 
to  industrial  specialist,  GS-1150-17. 


Exhibit  B-3 

John  L.  Cross,  Director,  Ei.f.ctrical  Equipment  Division 

Allocation  by :  b.  Department,  agency,  or  establishment ;  Director,  Electrical 
Equipment  Division.  Class,  series:  WOC. 
c.  Bureau :  Director,  Electrical  Equipment  Division.  Class,  series :  WOC. 
e.  Recommended  l)y  initiating  office :  Duties  and  responsibilities  comparable  to 
those  of  positions  allocated  to  GS-17  under  the  Classification  Act  of  1949. 

1(5.  Description  of  duties  and  responsibilities  ( See  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  preparation  of  position  description.  Stand¬ 
ard  form  No.  75A)  : 


nature  and  purpose  of  work 

Introduction 

The  Director  of  the  Electrical  Equipment  Division  is  responsible  for  adminis¬ 
tering  the  Business  and  Defense  Services  Administration  program  with  special 
reference  to  the  electrical  equipment  industry  area,  which  includes  equipment 
such  as  special  meters  for  aircraft,  AN  connectors,  and  marine  fittings,  electrical 
components  for  machine  tools  and  general  industrial  equipment,  transformers, 
switch  gear,  large  motors,  and  other  equipment  used  in  the  generation,  trans¬ 
mission,  and  distribution  of  electrical  energy. 

Duties 

^e  Director  is  responsible  for  establishing  the  organization  as  well  as  ofier- 
ating  plans,  recommendations,  and  procedures  needed  to  achieve  the  objectives 
of  the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited 
to  advising  appropriate  full-time  salaried  Government  officials  who  are  responsi¬ 
ble  for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — -This  is  action  which  may  be  taken  if  necessary  to 
sustain  the  production  and  construction  programs  of  the  Department  of  Defense 
and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery  of 
specified  quantities  of  types,  shapes,  and  sizes  of  the  three  controlled  materials 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956  161 


and  provide  the  means  for  giving  preferential  treatment  to  purchase  orders,, 
contracts,  or  other  forms  of  procurement,  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  tliat  which  can  be 
satisfied  by  issuance  of  a  priority  rating. 

2.  The  mohilization  readiness  program. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these  re¬ 
sources  can  support,  with  due  consideration  of  the  needs  and  contributions  of  the 
rest  of  the  free  world.  This  involves:  {a)  Studies  and  investigations,  in  col¬ 
laboration  with  other  Government  agencies  and  with  industi'y,  to  determine  the 
productive  potential  of  industry  to  meet  all-out  mobilization  requirements;  (5) 
identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity  that 
will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amortization 
and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed  to  meet 
current  defense  production  goals  as  well  as  mobilization  requirements  ( such  rec¬ 
ommendations  in  every  instance  to  be  made  by  full-time  career  employees)  ;  and 
(d)  maintaining  and  keeping  up-to-date  industrial  information  that  would  be 
essential  in  the  event  it  is  necessary  in  the  future  to  impose  production  and/or 
materials  controls  on  the  economy  for  defense  purposes. 

3.  The  postattack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearinghouse 
for  ideas  wuthin  the  industries  under  the  jurisdiction  of  the  Division.  It  in¬ 
volves  making  suggestions  for  dispersion,  deconcentration,  and  protective  con¬ 
struction  ;  for  transfer  of  production  to  undamaged  facilities ;  for  development 
of  duplicate  sources  of  supply ;  and  for  accelerating  restoration  of  damaged 
facilities. 

4.  Stockpiling  and  conservation.— This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department’s  program  to  foster,  promote,  and.  develop  United  States 
industry  and  commerce. — This  involves  serving  as  the  focal  point  for  those  indus¬ 
tries  within  Government  and  advising  the  Administrator  and  the  Secretary  of 
Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  business  programs  at  home  and 
abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions  ;  proposing' 
policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs ;  and  working  closely  with  industry  and 
industry  associations  in  representing  business  in  Government.  It  involves  pro¬ 
viding  information  to  business  on  production,  sales,  and  inventories ;  developing, 
in  collaboration  with  business  and  other  Government  agencies,  statistical  series 
adequate  to  meet  requirements  of  both  Government  and-  busiue.ss ;  assembling 
and  distributing  economic  data  useful  to  business  in  expanding  markets  at  home 
and  abroad ;  publishing  industry  information  useful  to  business  and  the  general 
public ;  and  representing  and  assisting  industry  in  its  relations  with  other 
departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership 
is  available  from  the  Assistant  Administrator  for  the  industry  group.  The  Di¬ 
rector  is  expected  to  exercise  initiative  and  judgment  in  determining  what 
projects  should  be  undertaken,  how  they  should  be  organized  and  the  propriety  of 
the  work.  Specific  instructions  with  respect  to  the  administration  of  the  Division 
are  seldom  available.  The  guides  are  characteristically  in  the  nature  of  legis¬ 
lation,  budgetary  limitations,  and  expressed  or  implied  policies  of  the  Agency. 

Mental  demands 

The  incumbent  should  have  a  broad  industry  background  with  intimate  knowl¬ 
edge  of  the  problems  of  as  many  industries  as  possible.  While  many  of  the  basic 
problems  may  be  the  .same,  the  wide  variation  between  industries  and  their 
manufacturing  practices  increases  the  complexity  of  proper  direction  and  admin¬ 
istration  of  the  Division’s  functions.  The  policy  of  rotating  Divison  Directors 
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from  different  Industries  on  a  WOO  basis  makes  it  desirable  to  select  men  who  are 
able  to  quickly  grasp  new  concepts,  limitations,  and  apply  previous  experience  to 
entirely  new  and  novel  situations.  The  incumbent  should  also  have  the  confi¬ 
dence  and  respect  of  the  various  industries  assigned  to  this  Division. 

Personnel  work  contacts 

The  incumbent  establislies  and  maintains  continuing  liaison  with  top  executives 
of  Government,  industry,  trade  associations,  and  the  technical  and  trade  press  for 
the  electrical  equipment  Industry.  Person,  contacts  and  the  establishment  of 
cooperative  working  relationships  with  top  echelon  industrialists  is  a  primary 
responsibility  of  this  position  in  the  interest  of  protecting  the  economy  of  manu¬ 
facturing  and  construction  industries.  Contacts  are  for  the  purpose  of  keeping 
informed  on  the  latest  developments  and  trends  in  the  electrical  equipment  indus¬ 
try  field,  providing  assistance  in  the  solution  of  problems,  or  gaining  concurrence 
in' proposed  actions  that  are  vital  to  the  agencies’  programs. 


Exhibit  B-4 

Couktlandt  F.  Denney,  Director,  1’ower  Equipment  Division 

Allocation  by ;  a.  Civil  Service  Commission.  Class,  title  or  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  Executive  Order  10G47. 

1).  Department,  agency,  or  establishment :  Director,  Power  Equipment.  Class, 
series:  WOC. 

c.  Bureau  :  Director,  Power  Equipment.  Class,  series:  WOC. 

16.  Description  of  duties  and  responsiliilities  (See  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions,  Stand¬ 
ard  Form  No.  75A)  : 


NATURE  AND  PURI'OSE  OF  WORK 

Introduction 

The  Director  of  the  Power  Equipment  Division  is  responsible  for  administering 
the  Business  and  Defense  Services  program  with  special  reference  to  boilers, 
turl)ines,  and  other  power  equipment. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  operat¬ 
ing  plans,  recommendations  and  procedures  needed  to  achieve  the  objectives  of 
the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to 
advising  appropriate  full-time  salaried  Government  officials  who  are  responsible 
for  making  policy  decisions. 

Administers  and  directives  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of  De¬ 
fense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  specified  quantities  of  types,  shapes,  and  sizes  of  the  three  controlled  materials 
and  provide  the  means  for  giving  preferential  treatment  to  pui-chase  orders, 
contracts,  or  other  forms  of  procurement,  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  that  which  can  be 
satisfied  by  issuance  of  a  priority  rating. 

2.  77te  mohilization  readiness  pi  o.i/ram.— The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  wuthin  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these  re¬ 
sources  can  support,  with  due  consideration  of  the  needs  and  contributions  of  the 
rest  of  the  free  world.  This  involves:  (a)  studies  and  investigations,  in  collabo¬ 
ration  with  other  Government  agencies  and  wuth  industry,  to  determine  the 
productive  potential  of  industry  to  meet  all-out  mobilization  requirements;  (5) 
identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity  that 
will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amortization 
and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed  to  meet 
current  defense  production  goals  as  well  as  mobilization  requirements  (such 
recommendations  in  every  instance  to  be  made  by  full-time,  career  employees)  ; 
and  (d)  maintaining  and  keeping  up  to  date  industrial  information  that  would 
be  essential  in  the  event  it  is  necessary  in  the  future  to  impose  production  and/or 
materials  controls  on  the  economy  for  defense  purposes. 
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3.  The  post  attack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearinghouse 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  involves 
making  suggestions  for  dispersion,  deconcentration  and  protective  construction ; 
for  transfer  of  production  to  undamaged  facilities ;  for  development  of  duplicate 
sources  of  supply,  and  for  accelerating  restoration  of  damaged  facilities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  DepartmcnVs  program  to  foster,  promote,  and  develop  United  States 
industry  and  commerce. — This  involves  serving  as  the  focal  point  for  those  in¬ 
dustries  within  Government  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  business  programs  at  home  and 
abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs;  and  working  closely  with  industry 
and  industry  associations  in  representing  business  in  Government.  It  involves 
providing  information  to  business  on  productions,  sales,  and  inventories ;  de¬ 
veloping,  in  collaboration  with  business  and  other  Government  agencies,  statis¬ 
tical  series  adequate  to  meet  requirement  of  both  Government  and  business ;  as¬ 
sembling  and  distributing  economic  data  useful  to  business  in  expanding  markets 
at  home  and  abroad;  publishing  industry  information  useful  to  business  and 
the  general  public;  and  representing  and  assisting  industry  in  its  relations  with 
other  departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership  is 
available  from  the  Assistant  Administrator  for  the  industry  group.  The  Director 
is  exi>ected  to  exercise  initiative  and  judgment  in  determining  what  projects 
should  be  undertaken,  how  they  should  be  organized,  and  the  propriety  of  the 
work.  Specific  instructions  with  respect  to  the  administration  of  the  Division 
are  seldom  available.  The  guides  are  characteristically  in  the  nature  of  legisla¬ 
tion,  budgetary  limitations,  and  expressed  or  implied  policies  of  the  Agency. 

Mental  demands 

The  incumbent  should  have  a  broad  industry  background  with  intimate  knowl¬ 
edge  of  the  problems  of  as  many  industries  as  possible.  While  many  of  the  basic 
problems  may  be  the  same,  the  side  variation  between  industries  and  their 
manufacturing  practices  increases  the  complexity  of  proper  direction  and  ad¬ 
ministration  of  the  Division’s  functions.  The  policy  of  rotating  Division  Direc¬ 
tors  from  different  industries  on  a  WOC  basis  makes  it  desirable  to  select  men 
who  are  able  to  quickly  grasp  new  concepts,  limitations,  and  apply  previous 
experience  to  entirely  new  and  novel  situations.  The  incumbent  should  also 
have  the  confidence  and  respect  of  the  various  industries  assigned  Pj  this 
Division. 

Personal  work  contacts 

The  incumbent  establishes  and  maintains  continuing  liaison  with  top  execu¬ 
tives  of  government,  industry,  trade  associations,  and  the  technical  and  trade 
press  for  the  power-equipment  industry.  Personal  contacts  and  the  establish¬ 
ment  of  cooperative  working  relationships  with  top  echelon  industrialists  is  a 
primary  responsibility  of  this  position  in  the  interest  of  protecting  the  economy  of 
manufacturing  and  construction  industries.  Contacts  are  for  the  purpose  of 
keeping  informed  on  the  latest  developments  and  trends  in  the  power-equipment- 
industry  field,  providing  assistance  in  the  solution  of  problems,  or  gaining  con¬ 
currence  in  proposed  actions  that  are  vital  to  the  agencies  programs. 

Note. — This  WOC  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  Division  Director  positions  within  BDSA 
allocated  to  Industry  Specialist  G_S-11.50-17. 
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Exhibit  B-5 

Wtlbue  F.  Dueeingek,  Dieector,  Powee  Equipment  Division 

Allocation  by ;  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  Executive  Order  10647. 

b.  Department,  agency,  or  establishment :  Director,  Power  Equipment.  Class,, 
series:  WOC. 

c.  Bureau:  Director,  Power  Equipment.  Class,  series:  WOC. 

16.  Description  of  duities  and  responsibilities  (see  Guide  to  Position  Classifiers,. 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Description,  Stand¬ 
ard  Form  No.  75A)  : 

NATUEE  AND  PUEPOSE  OF  WOEK 

Introduction 

The  Director  of  the  Power  Equipment  Division  is  responsible  for  administering 
the  business  and  defense  services  program  with  special  reference  to  boilers,  tur¬ 
bines,  and  other  power  equipment. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  ojierat- 
ing  plans,  I’ecommendations,  and  procedures  needed  to  achieve  the  objectives  of 
the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to 
advising  appropriate  full-time  salaried  Government  officials  who  are  responsible 
for  making  jxilicy  decisions. 

Administers  and  directives  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of  De¬ 
fense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery  of 
specified  quantities  of  types,  shapes,  and  sizes  of  the  three  controlled  materials 
and  provide  the  means  for  giving  preferential  treatment  to  purchase  orders,  con¬ 
tracts,  or  other  forms  of  procurement,  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  that  which  can  be 
satisfied  by  issuance  of  a  priority  rating. 

2.  The  mohilizution  readiness  pt^jgrani. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and  physi¬ 
cal  resources  and  generates  the  maximum  military  power  that  these  resources  can 
support,  with  due  consideration  of  the  needs  and  contributions  of  the  rest  of  the 
free  world.  This  involves:  (a)  studies  and  investigations,  in  collaboration  with 
other  Government  agencies  and  with  industry,  to  determine  the  productive  poten¬ 
tial  of  industry  to  meet  all-out  mobilization  requirements;  (5)  identification, 
where  possil)le,  of  serious  deficiencies  in  industrial  capacity  that  will  be  needeed 
in  time  of  emergency;  (c)  recommendations  for  tax  amortization  and  loans  in 
connection  with  the  expansion  of  industrial  capacity  needed  to  meet  current 
defense  production  goals  as  well  as  mobilization  requirements  (such  recom¬ 
mendations  in  evei-y  instance  to  be  made  by  full-time,  career  employees)  ;  and 
(d)  maintaining  and  keeping  up  to  date  industrial  information  that  would  be 
essential  in  the  event  it  is  necessary  in  the  future  to  impose  production  and/or 
materials  controls  on  the  economy  for  defense  purposes. 

3.  The  postattack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearing  house 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  involves 
making  suggestions  for  dispersion,  deconceutration,  and  protective  construction ; 
for  transfer  of  production  to  undamaged  facilities ;  for  development  of  duplicate 
sources  of  supply,  and  for  accelerating  restoration  of  damaged  facilities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department' s  program  to  foster,  promote,  and  develop  United  States  in¬ 
dustry  and,  commerce. — This  involves  serving  as  the  focai  point  for  those  indus¬ 
tries  witliiii  Government  and  advising  the  Administrator  and  the  Secretary  of 
Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  business  programs  at  home  and 
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abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
poiicies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs;  and  working  closely  wTth  industry  and 
industry  associations  in  representing  business  in  Government.  It  involves  pro¬ 
viding  information  to  business  on  productions,  sales,  and  inventories ;  developing 
in  collaboration  with  business  and  other  Government  agencies,  statisticai  series 
adequate  to  meet  requirements  of  both  Government  and  business ;  assembling 
and  distributing  economic  data  useful  to  business  in  expanding  markets  at  home 
and  abroad ;  publishing  industry  information  useful  to  business  and  the  general 
public ;  and  representing  and  assisting  industry  in  its  relations  with  other  depart¬ 
ments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership 
is  available  from  the  Assistant  Administrator  for  the  industry  group.  The 
Director  is  expected  to  exercise  initiative  and  judgment  in  determining  what 
projects  should  be  undertaken,  how  they  should  be  organized  and  the  propriety 
of  the  work.  Specific  instructions  with  respect  to  the  administration  of  the 
Division  are  seldom  available.  The  guides  are  characteristically  in  the  nature 
of  legislation,  budgetary  limitations,  and  expressed  or  implied  policies  of  the 
agency. 

Mental  demands 

The  incuml)ent  shouid  have  a  broad  industry  background  with  intimate  knowl¬ 
edge  of  the  problems  of  as  many  industries  as  possible.  While  many  of  the  basic 
problems  may  be  the  same,  the  side  variation  between  industries  and  their  manu¬ 
facturing  practices  increases  the  complexity  of  proper  direction  and  administra¬ 
tion  of  the  Division’s  functions.  The  policy  of  rotating  division  directors  from 
different  industries  on  a  WOO  basis  makes  it  desirabie  to  select  men  who  are 
able  to  quickly  grasp  new  concepts,  limitations,  and  apply  previous  experience 
to  entirely  new  and  novel  situations.  The  incumbent  should  also  have  the  confi¬ 
dence  and  respect  of  the  various  industries  assigned  to  this  Division. 

Personal  work  contacts 

The  incumbent  establishes  and  maintains  continuing  liaison  with  top  executives 
of  Government,  industry,  trade  associations,  and  the  technical  and  trade  press 
for  the  power-equipment  industry.  Personal  contacts  and  the  establishment  of 
cooperative  working  relationships  with  top  echeion  industrialists  is  a  primary 
responsibility  of  this  position  in  the  interest  of  protectng  the  economy  of  manu¬ 
facturing  and  construction  industries.  Contacts  are  for  the  purpose  of  keeping 
informed  on  the  latest  developments  and  trends  in  the  power-equipment  industry 
field,  providing  assistance  in  the  solution  of  problems,  or  gaining  concurrence  in 
proposed  actions  that  are  vital  to  the  agencies  programs. 

Note. — This  WOO  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  division-director  positions  within  BDSA 
allocated  to  industry  specialist  GS-115(>-17. 


Exhibit  B-6 

William  J.  Bbmunds,  .Ik.,  Director,  Aluminum  and  Magnesium  Division 

Allocation  by:  {a)  Civil  Service  Commission.  Class  title  of  position:  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  Executive  Order  10647. 

(b)  Department,  agency,  or  establishment:  Director,  Aluminum  and  Mag¬ 
nesium  Division.  Class,  series:  WOC. 

(c)  Bureau:  Director,  Aluminum  and  Magnesium  Division.  Class,  series: 
WOC. 

NATURE  AND  PURPOSE  OF  WORK 

Introduction 

The  Director  of  the  Aluminum  and  Magnesium  Division  is  responsible  for 
administering  the  Business  and  Defense  Services  Administration  program  with 
special  reference  to  aluminum  and  aluminum  products  and  magesium. 
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Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as 
operating  plans,  recommendations,  and  procedures  needed  to  achieve  the  objec¬ 
tives  of  the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be 
limited  to  advising  appropriate  full-time  salaried  Government  officials  who  are 
responsible  for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division  : 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken,  if  neces¬ 
sary,  to  sustain  the  production  and  construction  programs  of  the  Department 
of  Defense  and  the  Atomic  Energy  Commission.  I’riority  ratings  direct  the  de¬ 
livery  of  specified  quantities  of  types,  shapes,  and  sizes  of  critical  materials  and 
provide  the  means  for  giving  preferential  treatment  to  purchase  orders,  con¬ 
tracts,  or  other  forms  of  procurement  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  that  which  can  be 
otherwise  satisfied. 

2.  Administration  of  the  defense  materials  system  for  ahnninum. — This  is 
a  control  system  for  assuring  that  the  pi'oduction  and  construction  schedules 
of  the  Department  of  Defense  and  the  Atomic  Energy  Commission  remain  on 
sche<lule  and  a  system  for  spreading  the  military  production  impact  equitably 
over  affected  industries.  Under  this  system  the  Division  is  responsible  for  the 
issuance  (through  M-5A,  Materials  Order  for  Aluminum)  of  set-asides  and 
directives  on  the  production  of  sp  cilied  quantities  of  shapes  and  forms  of  alu¬ 
minum  to  meet  defense  requirements.  This  involves  prescribing  for  each  mill 
for  each  month,  the  tonnage  of  each  shape  to  he  reserved  for  military  and  Atomic 
Energy  Commission  orders.  DMS  also  involves  the  issuance  of  priorities  and 
directives,  wherever  such  may  be  needed  and  recpiested  by  the  Military  Estab¬ 
lishment  and  Atomic  Energy  Commission,  to  insure  that  production  and  de¬ 
livery  of  militai'y  and  Atomic  Energy  Commission  requirements  are  met  on 
schedule. 

3.  The  mobilization  readiness  program. — The  overall  objective  of  this  pi’o- 
gram  is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these 
resources  can  support,  with  due  consideration  of  the  needs  and  contributions 
of  the  rest  of  the  free  world.  This  involves:  (a)  Studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements ; 
(b)  identifications,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amorti¬ 
zation  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career 
employees)  ;  and  (d)  maintaining  and  keeping  up-to-date  industrial  information 
that  would  l)e  essential  in  the  event  it  is  necessary  in  the  future  to  impose  pro¬ 
duction  and/or  materials  controls  on  the  economy  for  defense  purposes. 

4.  The  post-attack  program. — This  is  a  program  for  assisting  Industry  Ad¬ 
visory  Coihmittees  and  other  groups  of  industrial  leaders  in  the  development  of 
post-attack  plans.  It  involves  pointing  up  specific  measures  which  should  be 
taken  with  especially  critical  and  vulnerable  industries,  and  serving  as  a  clear¬ 
ing  house  for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division. 
It  involves  making  suggestions  for  disi>ersion,  deconcentration,  and  protective 
construction ;  for  transfer  of  production  to  undamaged  facilities ;  for  develop¬ 
ment  of  duplicate  sources  of  supply ;  and  for  accelerating  restoration  of  damaged 
facilities. 

5.  Stockpiling  and-  conservation. — This  involves  making  recommendations 
on  policies  and  operations  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  de¬ 
fense  and  civilian  production  and  the  stability  of  the  industry. 

6.  The  Department's  program  designed  to  foster,  promote,  and  develop  United 
States  industry  and  commerce. — This  involves  serving  as  the  focal  point  for  those 
industries  within  Government  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program. 
It  involves  participating  with  industry  in  advocating  national  economic  policie.e 
designed  to  promote  industrial  expansion  and  business  progress  at  home  and 
abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs  and  working  closely  with  industry  and 
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industry  associations  in  representing  business  in  Government.  It  involves  pro¬ 
viding  information  to  business  on  production,  sales,  and  inventories ;  developing, 
in  collaboration  with  business  and  other  Government  agencies,  statistical  series 
adequate  to  meet  requirements  of  both  Government  and  business ;  assembling 
and  distributing  economic  data  useful  to  business  in  expanding  markets  at  home 
and  abroad ;  publishing  information  useful  to  business  and  the  general  public ; 
and  representing  the  assisting  industry  in  its  relations  with  other  departments 
and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  of  the  Aluminum  and  Magnesium  Division  serves  under  the  broad 
general  direction  of  the  Administrator  and/or  the  Deputy  Administrator.  Co- 
ordinative  guidance  and  staff  leadership  is  available  from  the  Assistant  Admin¬ 
istrator  for  the  industry  group.  The  Director  is  expected  to  exercise  initiative 
and  judgment  in  determining  what  projects  should  be  undertaken,  how  they 
should  be  organized,  and  propriety  of  the  work.  Specific  instructions  with  re¬ 
spect  to  the  administration  of  the  Division  are  seldom  available.  The  guides 
are  characteristically  in  the  nature  of  legislation,  budgetary  limitations,  and 
expressed  or  implied  policies  of  the  agency. 

Personal  work  contacts 

Contacts  are  established  and  continuing  liaison  maintained  with  top  officials 
of  Government  and  industry.  Contacts  are  for  the  purpose  of  persuading  them 
to  provide  assistance  in  the  solution  of  problems,  or  gaining  their  concurrence 
in  proposed  actions  that  are  vital  and  important  to  the  defense  program. 

Note. — This  WOC  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  deputy  director  positions  within  BDSA 
allocated  to  industrial  specialist,  CS-1150-16. 


Exhibit  B-7 

George  A.  Fowles,  Director,  Chemical  and  Rubber  Division 

Allocation  by:  (a)  Civil  Service  Commission.  Class  title  of  position:  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  of  1950, 
as  extended,  and  section  101  (a)  of  Executive  Order  10647. 

(6)  Department,  agency,  or  establishment:  Director,  Chemical  and  Rubber 
Division.  Class  series :  WOC. 

(c)  Bureau:  Director,  Chemical  and  Rubber  Division.  Class  series:  WOC. 

16.  Description  of  duties  and  responsibilities  ( See  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions,  Stand¬ 
ard  Form  No.  75A)  : 

NATURE  AND  PURPOSE  OF  WORK 

Introduction 

The  Dmector  of  the  Chemical  and  Rubber  Division  is  responsible  for  administer¬ 
ing  the  BDSA  programs  which  pertain  to  chemicals  and  rubber. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  operating 
plans,  recommendations,  and  procedures  needed  to  achieve  the  objectives  of  the 
Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to  advis¬ 
ing  appropriate  full-time  salaried  Government  officials  who  are  responsible  for 
making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — ^This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  specified  quantities  of  types,  shapes,  and  sizes  of  the  three  controlled  materials 
and  provide  the  means  for  giving  preferential  treatment  to  purchase  orders,  con¬ 
tracts,  or  other  forms  of  procurement,  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  that  which  can  be 
satisfied  by  issuance  of  a  priority  rating. 

2.  The  mohilization  readiness  program. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these  re¬ 
sources  can  support,  wfith  due  consideration  of  the  needs  and  contributions  of  the 
rest  of  the  free  world.  This  involves  :  (u)  studies  and  Investigations,  in  eollabor- 
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.‘ition  with  other  Government  agencies  and  with  industry,  to  determine  the  produc¬ 
tive  potential  of  industry  to  meet  all-out  mobilization  requirements;  (5)  identi¬ 
fication,  where  possible,  of  serious  deficiencies  in  industrial  capacity  that  will  l)e 
needed  in  time  of  emergency ;  (c)  recommendations  for  tax  amortization  and 
loans  in  connection  with  the  expansion  of  industrial  capacity  needed  to  meer 
current  defense  production  goals  as  well  as  mobilization  requirements  (such 
recommendations  in  every  instance  to  be  made  by  full-time,  career  employees'  • 
and  (d)  maintaining  and  keeping  up  to  date  industrial  information  that  would 
be  essential  in  the  event  it  is  necessary  in  the  future  to  impose  production  and  /o*- 
materials  controls  on  the  economy  for  defense  purposes. 

3.  The  postattack  program. — This  is  a  program  for  assisting  Industry  Advisory 
Committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearing¬ 
house  for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division. 
It  involves  making  suggestions  for  dispersion,  deconcentration,  and  protective 
construction;  for  transfer  of  production  to  undamaged  facilities;  for  develop¬ 
ment  of  duplicate  .sources  of  supply;  and  for  accelerating  restoration  of  damaged 
facilities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  n(>eds.  Uecoimnendations  include  opinions  on  .stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department's  program  designed  to  foster,  promote,  and  develop  United 
States  industry  and  commerce. — This  involves  serving  as  the  focal  point  for  these 
industries  within  Government  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  programs. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  business  progress  at  home  and 
abroad  ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance  and  judgments  on  industry  affairs,  and  working  closely  with  industry  and 
industry  associations  in  representing  business  in  Goverment.  It  involves  provid¬ 
ing  information  to  business  on  production,  sales,  and  inventories ;  developing  in 
conjunction  with  business  and  other  Government  agencies  statisticai  series  ade¬ 
quate  to  meet  requirements  of  both  Government  and  business ;  assembling  and 
distributing  economic  data  useful  to  business  in  expanding  markets  at  home  and 
abroad;  publishing  information  useful  to  business  and  the  general  public;  and 
representing  and  assi.sting  industry  in  its  relations  with  other  departments  and 
agencies  of  the  Government. 

6.  Special  provisions  for  continuation  of  collection  of  rather  statistics. — The 
collection  of  monthly  statistics  of  the  United  States  rubber  supply-demand,  by 
type  of  rubber,  authorized  by  the  Bureau  of  the  Budget  (with  the  May  1,  19.5,5, 
termination  of  the  Rubber  Act  of  1948,  as  amended)  under  the  authority  of  section 
10  of  the  Rubber  Producing  Facilities  Disposal  Act  of  1953,  are  compiled  and 
published  for  the  guidance  of  the  Government  and  private  business. 

Scope  and  effect  of  icork 

The  Chemical  and  Rubber  Division  serves  the  imi)ortant  field  of  chemicals, 
natural  and  synthetic  rubber,  and  products  made  from  these,  including  such 
essential  items  as  pharmaceuticals,  fertilizers,  paints,  plastic  materials,  tires 
and  tubes,  mechanical  and  medical  rubber  goods. 

In  1950,  shipments  of  the  chemical  and  allied  products  industries  amounted 
to  approximately  $10  billion  and  of  rubber  and  rubber  products  approximately 
$5  billion.  In  1952,  the  estimated  sales  of  the  chemical  industry  were  approxi¬ 
mately  $18.5  billion,  while  tho.se  for  the  rubber  industry  approximated  $5.5 
billion. 

Expansions  to  meet  increased  defense  needs  and  growing  civilian  demand 
planned  for  the  period  1951  through  1955  amount  to  approximately  $6  billion 
for  the  chemical  industry  and  $1  billion  for  the  rubber  industry.  Of  these 
expansions,  approximately  .$3  billion  for  chemicals  and  $115  million  for  rubber 
were  aided  by  accelerated  tax  amortization.  During  the  current  emergency  the 
chemical  industry’s  expansion  is  estimated  as  55  percent  over  the  1950  period. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  BDSA  Admin¬ 
istrator.  The  Director  is  expected  to  exercise  initiative  and  judgment  in  deter- 
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mining  what  projects  should  be  undertaken,  how  they  should  be  organized,  and 
the  propriety  of  the  work.  Specific  instructions  with  respect  to  his  work  are 
seldom  received.  His  guides  are  legislation,  budget  limitations  and  express  or 
implied  iwlicies  of  the  Agency. 

Personal  work  contacts 

Contacts  are  established  and  continuing  liaison  maintained  with  top  officials 
of  the  Government  and  the  industry.  The  contacts  are  for  the  purpose  of 
persuading  them  to  provide  assistance  in  the  solution  of  problems  or  gaining 
their  concurrence  in  proposed  actions  that  are  vital  and  important  to  the  Agency’s 
programs. 

Jol>  requirements 

It  is  prerequisite  to  the  performance  of  the  duties  of  this  position  that  the 
incumbent  have,  in  addition  to  a  sound  background  of  technical  training,  a  recency 
of  industrial  experience  which  will  enable  him  to  deal  effectively  with  industry 
in  connection  with  the  latest  developments  in  chemical  terminology,  production 
methods,  and  distribution  practices,  which  have  undergone  sweeping  changes  in 
recent  years. 

Note. — This  WOO  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  Division  Director  positions  within  BDSA 
allocated  to  industrial  specialist  GS-1150-17. 


Exhibit  B-8 

Louis  F.  Frazza,  Dibectob,  Water  and  Seweilage  Industry  and  Utilities 

Division 

b.  Department,  agency,  or  establishment:  Director,  Water  and  Sewerage  In¬ 
dustry  and  Utilities  Division.  Class,  series :  WOC. 

c.  Bureau :  Director,  Water  and  Sewerage  Industry  and  Utilities  Division. 
Class,  series:  WOC. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions,  Stand¬ 
ard  Form  No.  75A)  : 


nature  and  purpose  of  work 

Introduction 

The  Director  of  the  Water  and  Sewerage  Industry  and  Utilities  Division  is 
responsible  for  administering  the  Business  and  Defense  Services  Administra¬ 
tion  program  with  special  reference  to  ground  and  surface  water  supply,  trans¬ 
mission,  pumping,  treatment,  storage,  and  distribution  for  domestic  and  indus¬ 
trial  use;  and  domestic  and  industrial  liquid  wastes  (sewage  collection,  trans¬ 
mission,  pumping,  treatment,  and  disposal). 

Duties 

The  Director  is  responsible  for  establishing  the  program  and  operating  plans, 
recommendations,  and  procedures  needed  to  achieve  the  objectives  of  the  Divi¬ 
sion.  Incumbent  shall  be  limited,  when  policy  matters  are  involved,  to  advising 
appropriate  full-time  salaries  Government  ofiicials  who  are  responsible  for 
making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — This  refers  to  action  which  may  be  taken,  if 
necessary,  to  sustain  the  production  and  construction  programs  of  the  Depart¬ 
ment  of  Defense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct 
the  delivery  of  specified  quantities  of  types,  shapes,  and  sizes  of  the  three  con¬ 
trolled  materials  and  provide  the  means  for  giving  preferential  treatment  to 
purchase  orders,  contracts,  or  other  forms  of  procurement  if  necessary.  Direc¬ 
tive  assistance  is  granted  when  delivery  is  required  at  an  earlier  date  than  that 
which  can  be  otherwise  satisfied. 

2.  Participation  in  the  defense  materials  system. — This  is  a  control  system  for 
assuring  that  the  production  and  construction  schedules  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission  remain  on  schedule  and  a  system 
for  spreading  the  military  production  impact  equitably  over  affected  industries. 
Under  this  system  the  Division  is  responsible  for  making  recommendations  on 
necessity  for  expansion  of  water  and  sewerage  facilities  for  direct  service  to 
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military  establishments,  and  recommendations  on  the  need  for  si)ecial  assistance 
for  the  procurement  of  particular  items  of  materials  and  equipment  for  water 
and  sewerage  facilities  when  owned  and  operated  by  the  military,  or  nonmilitary 
when  in  direct  support  of  the  military. 

3.  The  mobilization  readiness  program. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these 
resources  can  support,  with  due  consideration  of  the  needs  and  contributions  of 
the  rest  of  the  free  world.  This  involves:  (a)  studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements  J 
(6)  identiheatiou,  where  possible,  of  serious  deticieucies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amorti¬ 
zation  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career  em¬ 
ployees)  ;  and  ((/)  maintaining  and  keeping  up  to  date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose  pro¬ 
duction  and/or  materials  controls  on  the  economy  for  defense  purposes. 

4.  The  postattack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  jmst- 
attack  plans.  It  involves  pointing  up  specilic  measures  which  should  be  taken 
with  e.specially  critical  and  vulnerable  industries,  and  serving  as  a  clearinghouse 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  involves 
making  suggestions  for  dispersion,  deconcentration,  and  protective  construction ; 
for  transfer  of  production  to  undamaged  facilities ;  for  development  of  duplicate 
sources  of  supply ;  and  for  accelerating  restoration  of  damaged  facilities. 

5.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

6.  The  Department's  program  designed  to  foster,  proniote,  and  develop  United 
States  industry  and  commerce. — This  involves  serving  as  the  focal  point  for  those 
industries  in  Government  and  advising  the  Administrator  and  the  Secretary  of 
Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  business  progress  at  home  and 
abroad;  developing  plans  to  prevent  and  alleviate  business  recessions;  proposing 
policies  to  promote  business  stability  and  progress ;  i)roviding  information,  guid¬ 
ance,  and  judgments  on  industry  affairs,  and  working  closely  with  industry  and 
industry  asscH'iations  in  representing  business  in  Government.  It  involves  pro¬ 
viding  information  to  Inisiness  on  production,  sales,  and  inventories;  developing, 
in  collaboration  with  business  and  other  Government  agencies,  statistical  series 
adequate  to  meet  requirements  of  both  Government  and  business;  assembling 
and  distributing  economic  data  useful  to  business  in  expanding  markets  at  home 
and  abroad ;  publishing  information  useful  to  business  and  the  general  public ; 
and  repre.senting  the  assisting  industry  in  its  relations  with  other  Departments 
and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  of  the  Water  and  Sewerage  Industry  and  Utilities  Division  serves 
under  the  broad  general  direction  of  the  Administrator  and/or  the  Deputy  Admin¬ 
istrator.  Coordiuative  guidance  and  staff  leadership  is  available  from  the  Assist¬ 
ant  Administrator  for  the  industry  group.  The  Director  is  expected  to  exercise 
initiative  and  judgment  in  determining  which  projects  should  be  undertaken,  how 
they  should  be  organized,  and  the  proprietj*  of  the  work.  Specific  instructions 
with  respect  to  the  administration  of  the  Division  are  .seldom  available.  The 
guides  are  characteristically  in  the  nature  of  legislation,  budgetary  limitations, 
and  expres.sed  or  implied  policies  of  the  agency. 

Personal  work  contacts 

Contacts  are  established  and  continuing  liaison  maintained  with  top  officials 
of  Government  and  industry.  Contacts  are  for  the  i)urpose  of  persuading  them 
to  provide  assistance  in  the  solution  of  problems  or  gaining  their  concurrence  in 
proposed  actions  that  are  vital  and  important  to  the  defense  program. 
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Scope  and  effect  of  loorlc 

United  States  industrial  and  metropolitan  growth  has  been  based  upon  the 
economic  availability  of  water.  The  war-important  industries  are  more  espe¬ 
cially  heavy  users  of  water,  as  illustrated  by  an  inci’ease  in  industrial  water  usage 
of  about  20  percent  at  the  peak  of  World  War  II  as  compared  with  1940.  Unlike 
other  key  industries  and  utilities  which  through  a  few  large  companies  represent 
the  major  production  of  the  United  States,  this  held  is  composed  of  a  large 
number  of  small  companies,  including  some  28,747  waterworks  and  sewerage 
utilities  and  some  12,000  privately  owned  waterworks.  The  present  investment 
iu  water-supply  facilities,  including  municipal  and  industrial,  is  in  the  neigh¬ 
borhood  of  $25  billion ;  liquid  waste  disposal  facilities,  municipal  and  industrial, 
represent  a  capital  investment  of  over  $15  billion.  New  developments,  industrial 
and  residential,  have  quadrupled  the  use  of  water  since  1900,  during  which  period 
our  population  doubled.  Thus,  this  industry  has  a  heavy  annual  claim  against 
the  total  steel  and  copper  supply  of  the  Nation. 


Exhibit  B-9 

Lewis  T.  Gibbs,  Chief,  Cakbon  and  Allot  Semifinished  Hail,  Structural, 
Bars,  Wire,  and  Forgings  Branch,  Iron  and  Steel  Division 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  or  position :  Estab¬ 
lished  in  accordance  ivith  section  710  (b)  of  tbe  Defense  Production  Act  of  1950 
and  section  101  (a)  of  Executive  Order  10647. 

b.  Department,  agency,  or  establishment:  Chief,  Carbon  and  Alloy  Semi¬ 
finished,  Rail,  Structural,  Bars,  Wire,  and  Forgings  Branch.  Class,  series : 

woe. 

c.  Bureau :  Chief,  Carlion  and  Alloy  Semifinished,  Rail,  Structural,  Bars, 
Wire,  and  Forgings  Branch.  Class,  series  :  WOC. 

d.  Field  office ;  Duties  and  responsibilities  comparable  to  those  established 
under  the  Classification  Act  of  1949. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparation  of  Position  De.scriptions,  Stand¬ 
ard  Form  No.  75A)  : 


Introduction 


NATURE  AND  PURPOSE  OF  WORK 


The  Iron  and  Steel  Division  of  BDSA  is  responsible  for : 

1.  Defense  Production  Activities : 

a.  Administration  of  defense  materials  system. 

b.  Raw  materials  and  refractories. 

c.  Facilities  and  construction. 

d.  Maintenance,  repair,  and  operating  supplies. 

e.  Recommendations  on  tax  amortization  and  loans. 

f.  Recommendations  on  expansion  goals. 

g.  Recommendations  on  stockpiling  and  conservation. 

2.  Mobilization  preparedness  activities : 

a.  Develop  information  on  supply  and  demand  for  materials  and  products 
under  its  jurisdiction. 

b.  Develop  appropriate  orders  and  regulations  covering  control  of  steel 
production  and  conservation  of  scarce  materials. 

c.  Identify  postattack  problems  and  develop  plans  for  correction  of  undue 
concentration,  protection  from  enemy  attack,  and  use  of  alternative  sources. 

3.  Business  service  activities : 

a.  Interagency. 

b.  Congressional. 

c.  Public. 

d.  Foreign  trade. 

e.  Domestic  trade. 

The  incumbent  serves  as  Chief  of  the  Carbon  and  Alloy  Semifinislie:],  Rail, 
Structural,  Bar,  Wire  and  Forgings  Branch,  which  is  responsible  for : 

1.  Administration  of  Defense  Materials  System,  which  requires : 

a.  Establishment  of  a  monthly  set-aside  of  each  steel-mill  product,  by 
grade,  sufficient  to  meet  the  needs  of  Defense  Department  and  Atomic  Energy 
Commission  programs. 
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b.  Distribution  of  this  load  among  the  various  producers  on  a  generally 
fair  and  equitable  basis. 

c.  Initiation  of  spot  directives,  if  special  action  is  necessary. 

2.  Develop  information  on  potential  supply  of  any  product,  if  stated  require¬ 
ments  for  complete  mobilization  indicate  a  probable  shortage. 

3.  Maintain  active  liaison  with  appropriate  Government  agencies  and  indi¬ 
vidual  steel  producers. 

4.  Maintain  the  nucleus  of  an  organization  capable  of  being  rapidly  expanded 
in  case  of  emergency. 

Inc-umbent  shall,  when  policy  matters  are  involved,  be  limited  to  advising 
appropriate  full-time  salaries  Government  officials  who  are  responsible  for  making 
policy  decisions. 

Duties 

The  incumbent  assumes  the  responsibility,  direction,  and  supervision  of  four 
industrial  specialists  (iron  and  steel)  and  a  secretary  in  handling  the  following 
steel  products,  both  carbon  and  alloy :  Semifinished ;  bars,  hot  rolled  and  cold 
drawn  ;  reinforcing  bars ;  shell  steel — billets  and  bars ;  wire  and  wire  products ; 
forgings  ;  structural  .shajies  ;  and  rails  and  accessories. 

The  primary  duties  of  the  incumbent  are : 

1.  Act  in  an  advisory  capacity  to  the  Production  Directive  Committe  and  aid 
them  in  the  regulation  of  production  of  the  above  listed  products  with  the  steel 
industry  through  the  medium  of  production  directives. 

2.  Initiate  allocation  directives  for  further  converter  producers  for : 

a.  Nonintegrated  cold  drawers  producing  cold  finished  bars. 

b.  Nonintegrated  tube  manufacturers. 

c.  Nonintegrated  pipe  manufacturers. 

d.  Nonintegrated  rolling  mills. 

3.  Review  and  recommend  for  approval  or  denial  spot  directive  requests  from 
all  claimant  agencies  where  above  products  are  involved. 

4.  An  important  responsibility  of  the  Branch  is  the  processing  of  form  No.  148, 
which  was  sponsored  by  the  Administrator  of  HDSA  as  a  means  of  assisting 
holders  of  Government  orders  in  placing  their  requirements  with  the  mills.  This 
retpiires  much  time  and  consideration  in  analysis  of  each  case  by  product,  by 
grade,  by  geographical  area,  both  production  and  consumption,  and  must  be 
related  to  the  overall  supply  problem  for  all  products  handled  by  this  Branch. 

5.  Expedite  and  assist  on  urgent  Department  of  Defense  and  AEG  problems 
and  assist  other  Division  of  BDSA  to  obtain  the  above  products  for  programed 
re(piirements. 

6.  Continually  investigate  new  sources  of  supply  for  our  products.  For  exam¬ 
ple,  we  are  now  making  an  extremely  important  study  urgently  requested  by  the 
ODM  on  the  availability  of  quality  bars  IVa  inches  in  diameter  and  larger  which 
are  in  critical  .short  supply  and  are  being  used  in  large  quantities  by  the  Depart¬ 
ment  of  Defense. 

7.  Serves  as  Government  presiding  officer  at  Industry  Advisory  Committee 
meetings  to  represent  the  above  products,  except  forgings. 

8.  Attend  staff  meetings,  claimant  agency  meetings,  ODM  and  BDSA  division 
meetings  where  necessary. 

!).  The  Chief  of  this  Branch  is  re.sponsible  for  the  supervision  of  the  Branch’s 
personnel  in  such  a  manner  as  to  promote  the  most  efficient  operation  of  each 
individual  and  of  the  Branch  as  a  whole.  Inefficiency  and  other  major  personnel 
problems  are  to  be  di.scussed  with  the  Director. 

Supervision  and  {/uidance  received 

The  incumbent  receives  general  supervision  and  guidance  from  the  Office  of 
the  I  lirector.  He  is  given  wide  latitude  for  the  exercise  of  independent  judgment 
in  performing  his  duties. 

Personal  work  contacts 

Numerous  contacts  are  made  daily  with  operating  executives  of  steel-producing 
and  steel-consuming  industries  and  high-ranking  Government  officials.  The  in¬ 
cumbent  attends  committee  meetings  with  ODM,  Department  of  Defense,  and 
industry  advisory  groups,  and  acts  as  Government  presiding  officer  where 
appropriate. 

Scope  and  effect  of  work 

This  Branch  handles  and  is  responsible  for  all  products  listed  in  section  B 
above  covering  a  broad  field  of  iron  and  steel  industry  production 
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The  Chief  is  responsible  for  the  review  of  all  BDSA  100  forms  monthly,  and 
the  recording  of  pertinent  information  listed  and  submitted  thereby  from  individ¬ 
ual  steel  producers  as  they  relate  to  above-mentioned  products. 

Job  requirements 

The  incumbent  of  this  position  must  have  recent  broad  and  progressively 
responsible  experience  in  the  iron  and  steel  industry  in  the  field  of  one  or  more 
products  for  which  the  Branch  is  responsible  such  as  would  be  obtained  only 
in  a  high-level  position  in  the  iron  and  steel  and  related  industries.  Such  expe¬ 
rience  must  have  provided  an  intimate  knowledge  of  production,  distribution, 
technologicai  developments  as  applied  to  various  facilities.  He  must  be 
acquainted  with  the  interchangeability  of  production  facilities  of  a  very  com¬ 
plex  industry.  Such  knowledge  will  permit  him  to  intelligently  handle  problems 
that  arise,  such  as  making  appropriate  recommendations  with  respect  to  set- 
asides  for  items  in  short  supply,  in  accordance  with  statutory  limitations  on  his 
authority. 

Note. — This  position  is  in  lieu  of  a  full-time  classification  position  which  would 
1)6  comparable  to  other  commodity-industry  analyst  positions  within  BDSA  allo¬ 
cated  to  GS-1151-15. 


Exhibit  B-10 

Lawrence  J.  Halderman,  Director,  General  Components  Division 

1).  Department,  agency,  or  establishment :  Director,  General  Components  Divi¬ 
sion.  Class,  series :  WOC. 

c.  Bureau :  Director,  General  Components  Division.  Class,  series :  WOC. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions, 
Standard  Form  No.  75 A.)  ; 

nature  and  purpose  of  work 

Introduction 

The  Director  of  the  General  Components  Division  is  responsible  for  admin¬ 
istering  the  Business  and  Defense  Services  program  pertaining  to  such  compo¬ 
nents  as  valves,  antifriction  bearings,  industrial  fastener,  hand  tools,  industrial 
specialties,  mechanical  power  transmission  equipment — inciuding  gears,  torque 
converters,  clutches,  etc. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  oper¬ 
ating  plans,  recommendations  and  procedures  needed  to  achieve  the  objectives 
of  the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited 
to  advising  appropriate  full-time  salaried  Government  officials  who  are  respon¬ 
sible  for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of  De¬ 
fense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  specified  quantities  of  types,  shapes  and  sizes  of  controlled  materials  and 
provide  the  means  for  giving  preferential  treatment  to  purchase  orders,  con¬ 
tracts,  or  other  forms  of  procurement,  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  that  which  can  be  satis¬ 
fied  by  issuance  of  a  priority  rating. 

2.  The  mobilization  readiness  program. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these  re¬ 
sources  can  support,  with  due  consideration  of  the  needs  and  contributions  of 
the  rest  of  the  free  world.  This  involves:  (a)  studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry  to  determine 
the  productive  potentiai  of  industry  to  meet  all-out  mobilization  requirements ; 
(b)  identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amorti¬ 
zation  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career  em- 
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ployees)  ;  and  (d)  maintaining  and  keeping  iip-to-date  industrial  information 
that  would  he  essential  in  the  event  it  is  necessary  in  the  future  to  impose  pro¬ 
duction  and/or  materials  controls  on  the  economy  for  defense  purposes. 

3.  The  postattack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearinghouse 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  in¬ 
volves  making  suggestions  for  dispersion,  deconcentration  and  protective  con¬ 
struction  ;  for  transfer  of  production  to  undamaged  facilities ;  for  development 
of  duplicate  sources  of  supply,  and  for  accelerating  restoration  of  damaged  fa- 
ciiities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department’s  program  to  foster,  promote,  and  develop  United  States 
industrg  and  commerce. — This  involves  serving  as  the  focal  point  for  these  in- 
dustrie.s  within  Government  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expansion  and  business  programs  at  home  and 
abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  pro¬ 
posing  policies  to  promote  business  sta))ility  and  progress ;  providing  information, 
.guidance,  and  judgments  on  industry  affairs ;  and  working  ciosely  with  industry 
and  industry  associations  in  representing  business  in  Government.  It  involves 
providing  information  to  business  on  productions,  sales,  and  inventories;  de¬ 
veloping,  in  collaboration  with  business  and  other  Government  agencies,  sta¬ 
tistical  series  adequate  to  meet  requirements  of  both  Government  and  business ; 
assembling  and  distributing  economic  data  usefui  to  business  in  expanding  mar¬ 
kets  at  home  and  abroad  ;  publishing  industry  information  useful  to  business 
and  the  general  public ;  and  representing  and  assisting  industry  in  its  relations 
with  other  departments  and  agencies  of  the  Government. 


ExiuniT  R-11 

Gkorge  Ikei.axi),  Director,  Communications  Equipment  Division 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  Executive  Order  10647. 

b.  Department,  agency,  or  establishment :  Director,  Communications  Division. 
Class,  series :  WOC. 

c.  Bureau ;  Director,  Communications  Division.  Class,  series :  WOC. 

16.  Description  of  duties  and  responsibiiities  (See  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Siipervisers  for  the  Preparation  of  Position  Descriptions, 
Standard  Form  No.  75A)  ; 

NATURE  AND  PURPOSE  OF  WORK 

jntrodnetion 

The  Director  of  the  Communications  Division  is  responsible  for  administering 
the  Business  and  Defense  Services  programs  as  they  pertain  to  the  communica¬ 
tions  manufacturing,  and  operating  industries  (including  radio,  telephone  and 
telegraph  industries). 

Duties 

The  Director  is  responsible  for  establi.shing  tbe  organization  as  well  as  op¬ 
erating  plans,  recommendations,  and  procedures  needed  to  achieve  the  objectives 
of  the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited 
to  advising  appropriate  full-time  salaried  Government  officials  who  are  responsible 
for  making  policy  decisions. 

Administers  and  directs  the  foilowing  functions  of  the  Division ; 

1.  Priorities  and  directives. — This  is  action  wliich  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  de- 
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livei-y  of  specified  qnivntities  of  types,  shapes  and  sizes  of  the  three  controlled 
materials  and  provide  for  means  to  give  preferential  treatment  to  pnrchase 
orders,  contracts,  or  otlier  forms  of  procnrement,  if  necessary.  Directive  assist¬ 
ance  is  granted  when  delivery  is  required  at  an  earlier  date  than  that  which 
can  be  satisfied  by  issuance  of  a  priority  rating. 

2.  The  mohilizatio-n  readiness  programs. — The  overall  objective  of  this  pro- 
gi-am  is  to  develop  a  mobilization  plan  that  lies  within  tlie  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  tliese  re¬ 
sources  can  support,  witli  due  consideration  of  the  needs  and  contributions  of 
the  i-est  of  the  free  world.  This  involved:  (a)  studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements; 
(b)  identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emei'gcucy  ;  (c)  recommendations  for  tax  amortiza¬ 
tion  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed  to 
meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career 
■employees) ;  and  (d)  maintaining  and  keeping  up-to-date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose  pro¬ 
duction  and/or  materials  controls  on  the  economy  for  defense  purposes. 

3.  The  postattack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearinghouse 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  involves 
making  suggestions  for  dispersion,  deconcentration  and  protective  construction ; 
for  transfer  of  production  to  undamaged  facilities ;  for  development  of  duplicate 
sources  of  supply ;  and  for  accelerating  restoration  of  damaged  facilities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department' s  program  designed  to  foster,  promote  and  develop  United 
States  industry  and  commerce. — Tliis  involves  serving  as  the  focal  point  for  those 
industries  within  Government  and  advising  the  Administrator  and  the  Secre¬ 
tary  of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s 
programs.  It  involves  participating  with  industry  in  advocating  national  eco¬ 
nomic  policies  designed  to  promote  industrial  expansion  and  business  pro¬ 
grams  at  home  and  abroad ;  developing  plans  to  prevent  and  alleviate  business 
recessions ;  proimsing  policies  to  promote  business  stability  and  progress ;  pro¬ 
viding  information,  guidance  and  judgments  on  industry  affairs  and  working 
closelj'  with  industry  and  industry  associations  in  representing  business  in 
Government.  It  involves  providing  information  to  business  on  production,  sales 
and  inventories  ;  developing  in  collaboration  with  business  and  other  Government 
agencies,  statistical  series  adetpiate  to  meet  requirements  of  both  Government 
and  business ;  assembling  and  distributing  economic  data  useful  to  business  and 
the  general  public ;  and  representing  and  assisting  industry  in  its  relations  with 
other  departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership 
is  available  from  the  Assistant  Administrator  for  the  industry  group.  The 
Director  is  expected  to  exercise  initiative  and  judgment  in  determining  what 
projects  should  be  undertaken,  how  they  should  be  organized,  and  the  propriety 
of  the  work.  Specific  instructions  with  respect  to  the  administration  of  the 
Division  are  seldom  available.  The  guides  are  characteristically  in  the  nature 
of  legislation,  budgetary  limitations,  and  expressed  or  implied  policies  of  the 
agency. 

Personal  work  contacts 

Contacts  are  established  and  continuing  liaison  maintained  with  top  officials 
of  the  Government  and  the  industry.  Contacts  are  for  the  purpose  of  persuading 
them  to  provide  assistance  in  the  solution  of  problems  or  gaining  their  concur¬ 
rence  in  proposed  actions  that  are  vital  and  important  to  the  defense  program. 
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Note. — This  WOO  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  division  director  positions  within  BDSA 
allocated  to  industry  specialist  GS-1150-17. 


Exhibit  B-12 

W11.1.1AM  J.  .Tones,  Director,  Automotive  Division 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  of  195D 
and  section  101  ( a )  of  Executive  Order  10182. 

b.  Department,  agency,  or  establishment:  Director,  Automotive  Division. 
Class,  series :  WOC. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classifiers,. 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions,  Stand¬ 
ard  Form  No.  75A)  : 

Introduction 

The  Director  of  the  Automotive  Division  directs  the  performance  of  all  de¬ 
fense  functions  of  the  agency  that  pertain  to  the  automotive  industry  area  which 
includes  automotive  equipment,  mateidals,  products,  and  accessories,  a  $20  billion 
industry. 

Duties 

The  Director  is  resi>onsil)le  for  the  administration  and  direction  of  the  follow¬ 
ing  defense  activities  of  the  agency  as  they  pertain  to  the  automotive  industry. 
Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to  advising  appro¬ 
priate  full-time  salaried  Government  officials  who  are  responsible  for  making 
policy  decisions. 

1.  Defense  materials  system. — This  system  is  designed  to  provide  assured  and 
prompt  fulfillment  of  all  military  and  AEC  production  and  construction  require¬ 
ments.  It  operates  through  the  techniques  of  authorized  control  material  orders, 
priorities  and  directives.  ACM  orders  apply  to  the  three  controlled  materials, 
steel,  copper  and  aluminum  in  specified  forms  and  shapes.  The  priority  and 
directive  system  complements  the  regulations  as  to  controlled  materials  in  re¬ 
lation  to  substantially  all  other  industrial  requirements. 

2.  The  mobilization  readiness  program. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these  re¬ 
sources  can  support,  with  due  consideration  of  the  needs  and  contributions  of 
the  rest  of  the  free  world.  This  involves:  (a)  studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency;  (b)  preparation  of  standby  orders  for 
mobilization  of  the  automotive  industry;  (c)  recommendations  for  tax  amortiza¬ 
tion  and  loans  and  determination  of  goals  to  meet  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career  em¬ 
ployees)  ;  and  (d)  maintaining  and  keeping  up  to  date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose  pro¬ 
duction  and/or  materials  controls  on  the  economy  for  defense  purposes. 

3.  The  postattack  program. — This  is  a  program  for  assisting  industry  ad¬ 
visory  committee  and  other  groups  of  industrial  leaders  in  the  development  of 
postattack  plans.  It  involves  pointing  up  specific  measures  which  should  be 
taken  with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearing 
house  for  ideas  within  the  industries  under  the  jurisdiction  of  the  division.  It 
involves  making  suggestions  for  disiKjrsion,  deconcentration  and  protective  con¬ 
struction ;  for  transfer  of  production  to  undamaged  facilities;  for  development 
of  duplicate  sources  of  supply ;  and  for  accelerating  restoration  of  damaged 
facilities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption  and  industrial  needs.  Recommendations  include  opinions  on  stock- 
piie  goals,  rate  of  stockpiling,  etc.,  with  consideration  to  the  effect  on  defense- 
and  civilian  production  and  the  stability  of  the  industry. 
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Supervision  and  guidance  received 

The  Director  of  the  Automotive  Division  serves  under  the  broad  general  di¬ 
rection  of  the  Administrator  and/or  the  Deputy  Administrator.  Coordinative 
guidance  and  staff  leadership  is  available  from  the  Assistant  Administrator. 
The  Director  is  expected  to  exercise  initiative  and  judgment  in  determining 
what  defense  projects  should  be  undertaken,  how  they  would  be  organized  and 
the  propriety  of  the  work. 

Scope  and  effect  of  work 

The  Automotive  Division  constitutes  a  major  organizatoiii  within  the  agency 
having  broad  responsibilities  and  authority  for  devising,  implementing,  and 
administering  approved  programs  as  they  pertain  to  the  various  segments  of  the 
automotive  industries,  products  and  materials  under  its  jurisdiction.  The  Di¬ 
vision  represents  the  largest  industry  in  the  Nation,  manufacturing  products 
with  sales  in  excess  of  .$20  billion  annually  and  is  recognized  as  the  bellwether 
of  the  United  States  economy,  and  serves  as  a  focal  point  for  the  industry  with 
Government,  keeping  the  Secretary  of  Commerce  fully  informed  of  the  industry’s 
views  on  all  defense  matters. 

Mental  demands 

The  incumbent  should  have  a  broad  industry  background  with  intimate  knowl¬ 
edge  of  its  problems.  The  incumbent  should  also  have  the  confidence  and  respect 
of  the  various  industries  assigned  to  this  Division. 

Personal  work  contacts 

The  incumbent  establishes  and  maintains  continuing  liaison  with  top  execu¬ 
tives  of  Government,  industry,  trade  associations,  and  the  technical  and  trade 
press  for  the  automoive  industry.  Personal  contacts  and  the  establishment  of 
cooperative  working  relationships  with  top  echelon  industrialists  are  primary 
responsibilities  of  this  position.  Contacts  are  for  the  purpose  of  keeping  in¬ 
formed  in  the  latest  developments  in  the  automotive  industry  field  and  gaining 
concurrence  in  proposed  actions  that  are  vital  to  the  agency’s  defense  programs. 


Exhibit  B-13 

Gilbkut  H.  Krohn,  Chief,  Stainless,  Hi-Temp,  Alloy  anu  Tool  Steel  Branch, 

Iron  and  Steel  Division 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  of  position ;  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  E.O.  10182. 

b.  Department,  agency,  or  establishment:  Chief,  Stainless,  Hi-Temperature 
Alloy  and  Tool  Steel  Branch.  Class,  series  WOC. 

c.  Bureau :  Chief,  Stainless,  Hi-Temperature  Alloy  and  Tool  Steel  Branch. 
Class,  series:  WOC. 

16.  Description  of  duties  and  responsibilities  ( see  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  preparation  of  position  descriptions,  stand¬ 
ard  form  No.  75A)  : 

NATURE  AND  PXIRPOSES  OF  WORK 

Introduction 

The  incumbent  serves  as  Chief  of  the  Stainless  Steel,  Hi-Temperature  Alloys 
and  Tool  Steel  Branch  which  is  responsible  for : 

1.  Administration  of  defense  materials  system,  which  requires : 

a.  Establishment  of  a  monthly  set-aside  of  each  steel  mill  product,  by 
grade,  sufficient  to  meet  the  needs  of  Defense  Department  and  Atomic 
Energy  Commission  programs. 

b.  Distribution  of  this  load  among  the  various  producers  on  a  generally 
fair  and  equitable  basis. 

c.  Initiation  of  spot  directives,  if  special  action  is  necessary. 

2.  Develop  information  on  potential  supply  of  any  product,  if  stated  require¬ 
ments  for  complete  mobilization  indicate  a  probable  shortage. 

3.  Maintain  active  liaison  with  appropriate  Government  agencies  and  indi¬ 
vidual  steel  producers. 

4.  Maintain  the  nucleus  of  an  organization  capable  of  being  rapidly  expanded 
in  case  of  emergency. 
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Has  responsibility,  direction,  and  supervision  of  one  industrial  specialist 
(iron  and  steel)  and  a  secretary  in  handling  steel-mill  products  in  the  following 
types  and  grades:  Stainless;  high-temperature  alloys  (jet  engines)  ;  tool  steels. 

Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to  advising 
appropriate  full-time  salaried  Government  officials  who  are  responsible  for 
making  policy  decisions. 

Duties 

The  primary  duties  of  the  incumbent  are : 

1.  The  administration  of  BDSA  orders  or  regulations  presently  in  effect  or 
that  may  be  issued  in  the  future  that  would  govern  the  manufacture,  usage, 
or  distribution  of  stainless,  hi-temperature  alloys,  and  tool  steels. 

2.  Recommends  the  establishment  of  production  and  allocation  directives  on 
the  producing  mills  where  necessary. 

3.  Is  responsible  for  the  application  of  spot  directives  when  special  assistance 
is  required  to  meet  unusual  defense  needs. 

4.  Acts  as  Government  presiding  officer  at  Stainless,  Hi-Temp,  Alloys,  and  Tool 
Steel  Industry  Advisory  Committee  meetings. 

iy.  Represents  the  Division  in  meetings  with  other  Government  agencies  or 
groups  on  requirements  for  any  specific  military  or  AEG  programs,  present  or 
future. 

6.  Acts  as  liaison  between  Government  and  the  steel  industry.  He  should 
keep  the  Director  of  the  Iron  and  Steel  Division  informed  of  mill  conditions, 
effect  of  production  directives,  spot  directives,  etc.  He  should,  where  permissible, 
inform  the  steel  industry  of  the  plans  of  Government  agencies  that  may  affect 
the  future  production  of  stainless,  hi-temperature  alloys,  and  tool  steels.  For 
example — due  to  long  manufacturing  lead  time,  the  sooner  the  mills  can  be  pre¬ 
pared  for  the  impact  of  the  Air  Corps  requirements  for  hi-temperature  alloy  or 
stainless  steels  the  more  orderly  can  they  be  in  the  fulfillment  of  these  re¬ 
quirements. 

7.  The  Chief  of  the  Branch  is  responsible  for  the  supervision  of  the  Branch’s 
personnel  in  such  a  manner  as  to  promote  the  most  efficient  operation  of  each 
individual  and  of  the  Branch  as  a  whole.  Inefficiency  and  other  major  personnel 
problems  are  to  be  discussed  with  the  Director. 

Supervision  and  guidance  received 

Receives  general  supervision  and  guidance  from  the  Office  of  the  Director. 
Personal  work  contacts 

Numerous  contacts  are  made  daily  wuth  operating  executives  of  steel-producing 
and  steel-consuming  industries  and  high-ranking  Government  officials.  Attends 
committee  meetings  with  ODM,  Department  of  Defense,  and  industry  advisory 
groups,  and  acts  as  Government  presiding  officer  where  appropriate. 

Scope  and  effect  of  work 

This  Branch  handles  and  is  responsible  for  all  stainless,  high-temperature 
alloy  and  tool  steel  products,  representing  a  broad  field  of  iron  and  steel 
industry  production. 

The  Chief  is  responsible  for  the  review  of  all  BDSA  100  forms  monthly,  and 
the  recording  of  pertinent  information  listed  and  submitted  thereby  from  indi¬ 
vidual  steel  producers  as  they  relate  to  above-mentioned  products. 

Job  reguircincnts 

The  Chief  of  the  Branch  must  have  many  years  of  diversified  experience  in  the 
special  alloy  steel  business.  He  must  have  knowledge  of  mill  practices,  produc¬ 
tion  cycles,  and  distribution,  wbich  is  very  important  toward  the  proper  fulfill¬ 
ment  of  this  position. 

Df  event  greater  importance  in  his  broad  knowledge  of  the  users  of  stainless, 
hi-temperature  alloys  and  tool  steels.  Knowledge  of  the  proper  application  of 
these  alloys,  fabricating  problems  arising  in  their  usage  in  the  field,  an  under¬ 
standing  of  the  characteristics  of  alloys  and  ability  to  substitute  one  for  another 
in  many  applications  is  a  prime  requisite. 

The  policy  of  rotating  Brandi  Chiefs  from  industry  on  a  WOC  liasis,  makes  it 
desirable  to  select  men  who  are  able  quickly  to  grasp  new  concepts  and  to  apply 
previous  experience  to  entirely  new  situations.  Also,  the  incumbent  should 
have  the  respect  and  confidence  of  the  steel  industry. 

Recency  of  industry  exiierience  is  a  prerequisite  due  to  the  sweeping  changes 
in  production  methods,  distribution  practices,  and  technoiogy  in  recent  years. 
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Note. — This -WOO  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  commodity-industry  analyst  positions  within 
BDSA  allocated  to  GS-1151-15. 


Exhibit  B-14 

Ibving  P.  Macauley,  Director,  Aluminum  and  Magnesium  Division 

Allocation  by;  {a)  Civil  Service  Comnnssion.  Class  title  of  position;  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  EO  10647. 

(6)  Department,  agency,  or  establishment;  Director,  Alumimim  and  Magne¬ 
sium  Division.  Class,  series  ;  WOC. 

(c)  Bureau;  Director,  Aluminum  and  Magnesium  Division.  Cla.ss,  series: 
WOC. 

(d)  Field  office. 

16.  Description  of  duties  and  responsibilities  (See  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions, 
Standard  Form  No.  75A)  ; 


NATURE  and  PUItPOSE  OF  WORK 

Introduction 

The  Director  of  the  Aluminum  and  Magnesium  Division  is  responsible  for 
administering  the  Business  and  Defense  Services  Administration  program  wdth 
special  reference  to  aluminum  and  aluminum  products  and  magnesium. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  operat¬ 
ing  plans,  recommendations,  and  procedures  needed  to  achieve  the  objectives  of 
the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to 
advising  appropriate  full-time  salaried  Government  oflicials  who  are  responsible 
for  making  policy  decisions. 

Administers  and  directs  the  followdng  functions  of  the  Division  ; 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken,  if  necessary, 
to  sustain  the  production  and  construction  programs  of  the  Department  of  De¬ 
fense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  specified  quantities  of  types,  shapes,  and  sizes  of  critical  materials  and 
provide  the  means  for  giving  preferential  treatment  to  purchase  orders,  con¬ 
tracts,  or  other  forms  of  procurement  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  that  which  can  be 
otherwuse  satisfied. 

2.  Administration  of  the  defense  materials  system  for  aluminum. — This  is  a 
control  system  for  assuring  that  the  production  and  construction  schedules  of 
the  Department  of  Defense  and  the  Atomic  Energy  Commission  remain  on  sched¬ 
ule  and  a  system  for  spreading  the  military  production  impact  equitably  over 
affected  industries.  Under  this  system  the  Division  is  responsible  for  the  issu¬ 
ance  (through  M-5A,  Materials  Order  for  Aluminum)  of  set-asides  and  directives 
on  the  production  of  specified  quantities  of  shapes  and  forms  of  aluminum  to 
meet  defense  requirements.  This  involves  prescribing  for  each  mill  for  each 
month,  the  tonnage  of  each  shape  to  be  reserved  for  military  and  Atomic  Energy 
Commission  orders.  DMS  also  involves  the  issuance  of  priorities  and  directives, 
wherever  such  may  be  needed  and  requested  by  the  Military  Establishment  and 
Atomic  Energy  Commission,  to  insure  that  production  and  delivery  of  military 
and  Atomic  Energy  Commission  requirements  are  met  on  schedule. 

3.  The  mohilization  readiness  program. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation's  material  and 
physical  resources  and  generates  the  maximum  military  powder  that  these  re¬ 
sources  can  support,  with  due  consideration  of  the  needs  and  contributions  of 
the  rest  of  the  free  world.  This  involves ;  ( a )  Studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements ; 
(6)  identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency ;  (c)  recommendations  for  tax  amortiza¬ 
tion  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  w'ell  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career  em- 
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ployees)  ;  and  (d)  maintaining  and  keeping  up-to-date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose  pro¬ 
duction  and/or  materials  controls  on  the  economy  for  defense  purposes. 

4.  The  post-attack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries,  and  serving  as  a  clearinghouse 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  in¬ 
volves  making  suggestions  for  dispersion,  deconcentration,  and  protective  con¬ 
struction  ;  for  transfer  of  production  to  undamaged  facilities ;  for  development 
of  duplicate  sources  of  supply ;  and  for  accelerating  i-estoration  of  damaged 
facilities. 

5.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

6.  The  Department’s  program  designed  to  foster,  promote,  and  develop  United 
States  industry  and  cow merce.— This  involves  serving  as  the  focal  point  for  tho.se 
industries  within  Govennent  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  program. 
It  involves  participating  with  industry  in  advocating  nationai  economic  policies 
designed  to  promote  industrial  expansion  and  business  progress  at  home  and 
abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs  and  working  closely  with  industry  and 
industry  associations  in  representing  business  in  Government.  It  involves  pro¬ 
viding  information  to  business  on  production,  sales,  and  inventories ;  developing, 
in  coilaboration  with  business  and  other  Government  agencies,  statistical  series 
adequate  to  meet  requirements  of  both  Government  and  business  ;  assembling  and 
distributing  economic  data  useful  to  business  in  expanding  markets  at  home  and 
abroad ;  pubiishing  information  useful  to  business  and  the  general  public ;  and 
representing  the  assisting  industry  in  its  relations  with  otlier  departments  and 
agencies  of  the  Government. 

Supervision  and  guidance  received, 

The  Director  of  the  Aluminum  and  Magnesium  Division  serves  under  the  broad 
general  direction  of  the  Administrator  and/or  the  Deputy  Administrator.  Co- 
ordinative  guidance  and  staff  leadership  is  available  from  the  Assistant  Admin¬ 
istrator  for  the  industry  group.  The  Director  is  exjjected  to  exercise  initiative 
and  judgment  in  determining  what  projects  shouid  be  undertaken,  how  they 
should  be  organized,  and  the  propriety  of  the  work.  Specific  instructions  with 
respect  to  the  administration  of  the  Division  are  seldom  available.  The  guides 
are  characteristically  in  the  nature  of  legislation,  budgetary  limitations,  and 
expressed  or  implied  policies  of  the  agency. 

Personal  work  contacts 

Contacts  are  established  and  continuing  liaison  maintained  with  top  officials 
of  Government  and  industry.  Contacts  are  for  the  purpose  of  persuading  them 
to  provide  assistance  in  the  solution  of  problems,  or  gaining-  their  concurrence 
In  proposed  actions  that  are  vital  and  imiwrtant  to  the  defense  program. 

Note. — This  WOC  positions  is  in  lieu  of  a  full-time  Classification  Act  position 
which  wouid  be  comparable  to  other  Deputy  Director  jiositions  within  BDSA 
allocated  to  industrial  specialist,  GS-1150-16. 

Exhibit  B-15 

Roger  H.  Martin,  Chief,  Carbon  and  Alloy  Flat  Rolled  and  Tubular 
Products  Branch,  Iron  and  Steel  Division 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  of  1950, 
and  section  101  (a)  of  Executive  Order  10647. 

b.  Department,  agency,  or  establishment :  Chief,  Carbon  and  Alloy  Flat  Rolled 
and  Tubular  Branch.  Class,  series :  WOC. 

c.  Bureau :  Chief,  Carbon  and  Alloy  Flat  Rolled  and  Tubular  Branch.  Class, 
series :  WOC. 
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d.  Field  office:  Duties  and  responsibilities  comparable  to  those  established 
under  the  Classification  Act  of  1949. 

16.  Description  of  duties  and  responsibilities  ( See  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions, 
Standard  Form  No.  75A)  : 


NATURE  AND  PURPOSE  OF  WORK 

Introd'uction 

The  Iron  and  Steel  Division  of  BDSA  is  responsible  for  : 

1.  Defense  production  activities. 

a.  Administration  of  defense  materials  system. 

b.  Raw  materials  and  refractories. 

c.  Facilities  and  construction. 

d.  Maintenance,  repair,  and  operating  supplies. 

e.  Recommendations  on  tax  amortization  and  loans. 

f.  Recommendations  on  expansion  goals. 

g.  Recommendations  on  stockpiling  and  conservation. 

2.  Mobilization  preparedness  activities. 

a.  Develop  information  on  supply  and  demand  for  materials  and  products 
under  its  jurisdiction. 

b.  Develop  appropriate  orders  and  regulations  covering  control  of  steel 
production  and  conservation  of  scarce  materials. 

c.  Identify  postattack  problems  and  develop  plans  for  correction  of  undue 
concentration,  protection  from  enemy  attack,  and  use  of  alternative  sourcea. 

3.  Business  service  activities 

a.  Interagency 

b.  Congressional 

c.  Public 

d.  Foreign  trade 

e.  Domestic  trade 

The  incumbent  serves  as  Chief  of  the  Carbon  and  Alloy  Flat  Rolled  and  Tubu¬ 
lar  Branch,  which  is  responsible  for ; 

1.  Administration  of  defense  materials  system,  which  requires : 

a.  Establishment  of  a  monthly  set-aside  of  each  steel  mill  product,  by  grade, 
sufficient  to  meet  the  needs  of  Defense  Department  and  Atomic  Energy 
Commission  programs. 

b.  Distribution  of  this  load  among  the  various  producers  on  a  generally 
fair  and  equitable  basis. 

c.  Initiation  of  spot  directives,  if  special  action  is  necessary. 

2.  Develop  information  on  potential  supply  of  any  product,  if  stated  require¬ 
ments  for  complete  mobilization  indicate  a  probable  shortage. 

3.  Maintain  the  nucleus  of  an  organization  capable  of  being  rapidly  expanded 
in  case  of  emergency. 

4.  Maintain  active  liaison  with  appropriate  Government  agencies  and  indi¬ 
vidual  steel  producers. 

Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to  advising 
appropriate  full-time  salaried  Government  officials  who  are  responsible  for 
making  policy  decisions. 

Incumbent  assumes  the  responsibility,  direction,  and  supervision  of  industrial 
specialists  (iron  and  steel)  and  a  secretary  in  handling  the  following  steel  mill 
products,  both  carbon  and  alloy :  hot-  and  cold-rolled  plates ;  hot-  and  cold-rolled 
sheets ;  hot-  and  cold-rolled  strip ;  tin  mill  products ;  electrical  sheets ;  seamless 
and  welded  pipe ;  and  seamless  and  welded  tubing. 

Duties 

1.  Act  in  an  advisory  capacity  to  the  Production  Directive  Committee  and  aid 
it  in  the  regulation  of  production  of  the  above  listed  products  with  the  steel 
industry  through  the  medium  of  production  directives. 

2.  Initiate  allocation  directives  for  further  converter  producers  for : 

a.  Nonintegrated  cold  drawers  of  wide  fiats. 

b.  Nonintegrated  welded  pipe  manufacturers. 

c.  Nonintegrated  welded  tube  manufacturers. 

d.  Redrawers  of  seamless  or  welded  tubing. 

3.  Review  and  recommend  for  approval  or  denial  spot  directive  requests  from 
all  claimant  agencies  where  above  products  are  involved. 

4.  An  important  responsibility  of  the  Branch  is  the  processing  of  form 
NPAF-138  (BDSA-138)  which  was  sponsored  by  the  Administrator  of  BDSA 


182  DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


as  a  means  of  assisting  holders  of  Government  orders  in  placing  their  require¬ 
ments  with  the  mills.  This  requires  much  time  and  consideration  in  analysis 
of  each  case,  by  product,  by  grade,  by  geographical  area,  both  production  and 
consumption  and  must  be  related  to  the  overall  supply  problem  for  all  products 
handled  by  this  Branch. 

5.  Expedite  and  assist  on  urgent  Department  of  Defense  and  Atomic  Energy 
Commission  problems  and  assist  other  divisions  of  BDSA  to  obtain  the  above 
products  for  programed  requirements. 

6.  Attend  meetings  and  help  the  Director  to  work  out  solutions  to  problems 
involving  other  agencies.  An  instance  of  this  nature  was  the  handling  of  the 
Alaskan  pipeline  project  which  involved  more  than  40,(X)0  tons  of  8  5/6-inch  seam¬ 
less  line  pipe.  Incumbent  took  the  known  production  capacities  and  assigned 
percentages  to  each  mill,  making  allowances  for  other  projects  of  the  mills. 
He  then  persuaded  the  mills  to  accept  the  orders  and  issued  the  necessary  pro¬ 
duction  directives. 

7.  Attend  industry  advisory  committee  meetings  to  represent  the  above  prod¬ 
ucts.  At  the  big  committee,  represents  his  products,  advising  on  conditions  in 
his  industry,  and  answering  any  questions  that  may  come  up  on  his  commodities. 
Acts  as  Government  presiding  officer  at  smaller  industry  advisory  committee 
meetings  which  are  directly  concerned  with  the  products  in  his  field. 

8.  Attend  staff  meetings,  claimant  agency  meetings,  ODM  and  BDSA  division 
meetings  where  necessary. 

!).  The  Chief  of  this  Branch  is  responsible  for  the  supervision  of  the  Branch’s 
personnel  in  such  a  manner  as  to  promote  the  most  efficient  operation  of  each 
individual  and  of  the  Branch  as  a  whole.  Inefficiency  and  other  major  personnel 
problems  are  to  be  discussed  with  the  Director. 

Suiwrvision  and  (/iiidance  received 

The  incumbent  receives  general  supervision  and  guidance  from  the  Office  of 
the  Director.  lie  is  given  wide  latitude  for  the  exercise  of  independent  judg¬ 
ment  in  performing  duties. 

Personal  xcorlc  contacts 

Numerous  contacts  are  made  daily  with  operating  executives  of  steel-pi-oducing 
and  steel-consuming  industries  and  high  ranking  Government  officials.  The  in¬ 
cumbent  attends  committee  meetings  with  ODM,  Department  of  Defense,  and  in¬ 
dustry  advisory  groups  and  acts  as  Government  presiding  officer  where  ap¬ 
propriate. 

Scope  and  effect  of  work 

This  Branch  handles  and  is  responsible  for  all  products  listed  in  section  B 
above  covering  a  broad  field  of  iron  and  steel  industry  production.  The  Chief 
is  respf)iisible  for  the  review  of  all  BDSA  100  forms  monthly,  and  the  recording 
of  i>ertinent  information  listed  and  submitted  thereby  from  individual  steel 
producers  as  they  relate  to  above-mentioned  products. 

Job  requirements 

The  incumbent  of  this  position  must  have  recent  broad  and  progressively  re¬ 
sponsible  experience  in  the  iron  and  steel  industry  in  the  field  of  one  or  more 
of  the  products  listed  above,  for  which  the  Branch  is  responsible,  such  as  would 
be  obtained  only  in  a  high  level  position  in  the  iron  and  steel  and  related  indus¬ 
tries.  Such  experience  must  have  provided  an  intimate  knowledge  of  methods 
of  production,  distribution,  capacities,  interchangeability  of  facilities,  and  recent 
technological  advances.  Such  knowledge  will  perndt  him  to  intelligently  handle 
problems  that  arise,  such  as  making  appropriate  recommendations  with  re.spect 
to  set-asides  for  items  in  short  supply,  in  accordance  with  statutory  limitations  on 
his  authority. 

Note.— This  position  is  in  lieu  of  full-time  classification  position  which  would 
he  comparable  to  other  commodity-industry  analyst  positions  within  BDSA  allo¬ 
cated  to  GS-1151-15. 


Exhibit  B-IG 

Terkt  B.  Martin,  Director,  Electrical  Equipment  Division 

b.  Department,  agency,  or  establishment:  Director,  Electrical  Equipment  Di¬ 
vision.  Class,  series :  \VOC. 

c.  Bureau :  Director,  Electrical  Equipment  Division.  Class,  series :  WOC. 
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e.  Recommended  by  initiating  office :  Duties  and  responsibilities  comparable  to 
those  of  positions  allocated  to  GS-17  under  the  Classification  Act  of  1949. 

Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparaton  of  Position  Description,  Stand¬ 
ard  Form  No.  75 A)  : 

N.^TUEE  AND  PURPOSE  OF  WORK 

Introduction 

The  Director  of  the  Electrical  Equipment  Division  is  responsible  for  adminis¬ 
tering  the  Business  and  Defense  Servces  Administration  program  with  special 
reference  to  the  electrical  equipment  industry  area,  which  includes  equipment 
such  as  special  meters  for  aricraft,  AN  connectors  and  marine  fittings,  electrical 
components  for  machine  tools  and  general  industrial  equipment,  transformers, 
switchgear,  large  motors,  and  other  equipment  used  in  the  generation,  transmis¬ 
sion,  and  distribution  of  electrical  energy. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  op¬ 
erating  plans,  recommendations,  and  procedures  needed  to  achieve  the  objectives 
of  the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be  limited 
to  advising  appropriate  full-time  salaried  Government  officials  who  are  respon¬ 
sible  for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  specified  quantities  of  types,  shapes,  and  sizes  of  the  three  conti  olled  materials 
and  provide  the  means  for  giving  preferential  treatment  to  purchase  orders, 
contracts,  or  other  forms  of  procurement,  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  that  which  can  be 
satisfied  by  issuance  of  a  priority  rating. 

2.  The  Mobilization  readiness  program.- — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these 
resources  can  support,  with  due  consideration  of  the  needs  and  contributions 
of  the  rest  of  the  free  world.  This  involves:  (a)  studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements; 
(6)  identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amorti¬ 
zation  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time  career  em¬ 
ployees)  ;  and  (d)  maintaining  and  keeping  up  to  date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose 
production  and/or  materials  controls  on  the  econom.v  for  defense  purposes. 

3.  The  postattaclc  program. — This  is  a  program  for  assisting  industry  advisory 
conimittees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries  and  serving  as  a  clearinghouse 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  involves 
making  suggestions  for  dispersion,  deconcentratiou,  and  protective  construc¬ 
tion  ;  for  transfer  of  production  to  undamaged  facilities ;  for  development  of 
duplicate  sources  of  supply ;  and  for  accelerating  restoration  of  damaged 
facilities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
l)olicies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department's  program  to  foster,  promote,  and  develop  United  States 
industry  and  commei'ce. — This  involves  serving  as  the  focal  point  for  those 
industries  within  Government  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Depailment’s  program. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
designed  to  promote  industrial  expan.sion  and  business  programs  at  home  and 
abroad  ;  developing  plans  to  prevent  and  alleviate  liusiness  recessions ;  proposing 


184  DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs ;  and  working  closely  with  industry' 
and  industry  associations  in  representing  business  in  Government.  It  involves 
providing  information  to  business  on  production,  sales,  and  iventories ;  develop¬ 
ing,  in  collaboration  with  business  and  for  other  Government  agencies,  statistical 
series  adequate  to  meet  requirements  of  both  Government  and  business;  as¬ 
sembling  and  distributing  economic  data  useful  to  business  in  expanding  markets 
at  home  and  abroad ;  publishing  industry  information  useful  to  business  and 
the  general  public ;  and  representing  and  assisting  industry  in  its  relations  with 
other  departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidanc-e  and  staff  leadership 
is  available  from  the  Assistant  Administrator  for  the  industiy  group.  The 
Director  is  expected  to  exercise  initiative  and  judgment  in  detennining  what 
projects  should  be  undertaken,  how  they  should  be  organized  and  the  propriety 
of  the  work.  S'peciflc  instructions  with  respect  to  the  administration  of  the 
Division  are  seldom  available.  The  guides  are  chai’acteristically  in  the  nature 
of  legislation,  budgetary  limitations,  and  expressed  or  implied  policies  of  the 
agency. 

Mental  demands 

The  incumbent  should  have  a  broad  industry  background  with  intimate  knowl¬ 
edge  of  the  problems  of  as  many  industries  as  possible.  While  many  of  the  ba.sic 
problems  may  be  the  same,  the  wide  variation  between  industides  and  their 
manufacturing  practices  increases  the  complexity  of  proper  direction  and  admin¬ 
istration  of  the  Division’s  functions.  The  policy  of  rotating  division  directors 
from  different  industries  on  a  WOO  basis  makes  it  desirable  to  select  men  who 
are  able  to  quickly  grasp  new  concepts,  limitations,  and  apply  previous  exper¬ 
ience  to  entirely  new  and  novel  situations.  The  incumbent  should  also  have 
the  confidence  and  resiject  of  the  various  industries  assigned  to  this  Division. 

Personal  work  contacts 

The  incumbent  establishes  and  maintains  continuing  liaison  with  top  execu¬ 
tives  of  Government,  industry,  trade  associations,  and  the  technical  and  trade 
press  for  the  electrical  equipment  industry.  Personal  contacts  and  the  estab¬ 
lishment  of  cooperative  working  relationships  with  top  echelon  industrialists  is 
a  primary  responsibility  of  this  position  in  the  interest  of  protecting  the  economy 
of  manufacturing  and  construction  industries.  Contacts  are  for  the  purpose  of 
keeping  informed  on  the  latest  development  and  trends  in  the  electrical  equip¬ 
ment  industry  field,  providing  assistance  in  the  solution  of  problems,  or  gaining 
concurrence  in  proiwsed  actions  that  are  vital  to  the  agencies  programs. 


Exhibit  B-17 

Predeihck  A.  Mekijss,  Deputy  Director,  Aluminum  and  Magnesium  Division 

Allocation  by :  a.  Civil  Service  Commission.  Established  in  accordance  with 
section  710  (b)  of  the  Defense  Production  Act  of  1950,  and  section  101  (a)  of 
Executive  Order  10647. 

b.  Department,  agency,  or  establishment:  Deputy  Director,  Aluminum  and 
Magnesium  Division.  Class,  series;  WOC. 

c.  Bureau :  Deputy  Director,  Aluminum  and  Magnesium  Division.  Class,  ser¬ 
ies:  WOC. 

16.  Description  of  duties  and  responsibilities  ( See  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions,  Stand¬ 
ard  Form  No.  75A)  ; 

nature  and  purpose  of  work 

Introduction 

The  Deputy  Director  of  the  Aluminum  and  Magnesium  Division  participates 
with  the  Director  in  administering  the  Business  and  Defense  Services  Adminis¬ 
tration  program  with  special  reference  to  aluminum  products  and  magnesium. 
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Duties 

The  Deputy  Director  participates  with  the  Director  in  establishing  the  organi¬ 
zation  as  well  as  the  operating  plans,  recommendations,  and  procedures  needed 
to  achieve  the  objectives  of  the  Division.  Incumbent  shall,  when  policy  matters 
are  involved,  be  limited  to  advising  appropriate  full-time  salaried  Government 
officials  who  are  responsible  for  making  policy  decisions. 

The  Deputy  Director  participates  in  administering  and  directing  the  follow¬ 
ing  functions  of  the  Division  ; 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken,  if  necessary, 
to  sustain  the  production  and  construction  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  de¬ 
livery  of  specified  quantities  of  types,  shapes,  and  sizes  of  critical  materials  and 
provide  the  means  for  giving  preferential  treatment  to  purchase  orders,  con¬ 
tracts,  or  other  forms  of  procurement  if  necessary.  Directive  assistance  is 
granted  when  delivery  is  required  at  an  earlier  date  than  can  be  otherwise 
satisfied. 

2.  Administration  of  the  defense  materials  system  for  aluminum. — This  is  a 
control  system  for  assuring  that  the  production  and  construction  schedules  of 
the  Department  of  Defense  and  the  Atomic  Energy  Commission  remain  on  sched¬ 
ule  and  a  system  for  spreading  the  military-production  impact  equitably  over 
affected  industries.  Under  this  system  the  Division  is  responsible  for  the  is¬ 
suance  (through  M — 5A-materials  order  for  aluminum)  of  set-asides  and  direc¬ 
tives  on  the  production  of  specified  quantities  of  shapes  and  forms  of  aluminum 
to  meet  defense  requirements.  This  involves  prescribing  for  each  mill  for  each 
month,  the  tonnage  of  each  shape  to  be  reserved  for  military  and  Atomic  Energy 
Commission  orders.  DMS  also  involves  the  issuance  of  priorities  and  directives, 
Avherever  such  may  be  needed  and  requested  by  the  Military  Establishment  and 
Atomic  Energy  Commission,  to  insure  that  production  and  delivery  of  military 
and  Atomic  Energy  Commission  requirements  are  met  on  schedule. 

3.  The  mohilization  readiness  program. — The  overall  objective  of  this  pro¬ 
gram  is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material 
and  physical  resources  and  generates  the  maximum  military  power  that  these 
resources  can  support,  with  due  consideration  of  the  needs  and  contributions 
of  the  rest  of  the  free  world.  This  involves :  (a)  studies  and  investigations,  in 
collaboration  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements ; 
(h)  identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency;  (c)  recommendations  for  tax  amorti- 
■zation  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career  em¬ 
ployees)  ;  and  (d)  maintaining  and  keeping  up-to-date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose 
production  and/or  materials  controls  on  the  economy  for  defense  purposes. 

4.  The  Postattack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
with  especially  critical  and  vulnerable  industries,  and  serving  as  a  clearing¬ 
house  for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It 
involves  making  suggestions  for  dispersion,  deconcentration,  and  protective  con¬ 
struction  ;  for  transfer  of  production  to  undamaged  facilities ;  for  development 
of  duplicate  sources  of  supply ;  and  for  accelerating  restoration  of  damaged 
facilities. 

5.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on 
stockpile  goals,  rate  of  stockpiling,  etc.,  with  due  considei’ation  to  the  effect  on 
defense  and  civilian  production  and  the  stability  of  the  industry. 

6.  The  Department's  program  designed  to  foster,  promote,  and  develop  United 
States  industry  and  commerce. — This  involves  .serving  as  the  focal  point  for  these 
industries  within  Government  and  advising  the  Administrator  and  the  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  programs. 
It  involves  participating  with  industry  in  advocating  national  economic  policies 
■designed  to  promote  industrial  expansion  and  business  progress  at  home  and 
abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
jiolicies  to  promote  business  stability  and  progress;  providing  information. 
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guidance,  and  judgments  on  industry  affairs  and  working  closely  with  industry 
and  industry  associations  in  representing  business  in  Government.  It  involves 
providing  information  to  business  on  production,  sales,  and  inventories ;  develop¬ 
ing,  in  collaboration  with  business  and  other  Government  agencies,  statistical 
series  adequate  to  meet  requirements  of  both  Government  and  business ;  assem¬ 
bling  and  distributing  economic  data  useful  to  business  in  expanding  markets 
at  home  and  aijroad ;  publishing  information  useful  to  business  and  the  general 
public ;  and  representing  and  assisting  industry  in  its  relations  with  other  De¬ 
partments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Deputy  Director  serves  under  general  direction  of  the  Director  of  the 
Division.  He  is  expected  to  exercise  initiative  and  judgment  in  determining 
what  projects  should  be  undertaken,  how  they  should  be  organized,  and  the  pro¬ 
priety  of  tlie  work.  Guides  are  characteristically  in  the  nature  of  legislative 
budgetary  limitations  and  expressed  or  implied  policies  of  the  Agency  and  the 
Division. 

Personal  tcork  contacts 

Contacts  are  established  and  continuing  liaison  mainfained  with  top  officials 
of  Government  and  industry.  Contacts  are  for  tbe  purpose  of  persuading  them 
to  provide  assistance  in  the  solution  of  problems,  or  gaining  their  concurrence 
in  proposed  actions  that  are  vital  and  important  to  the  defense  program. 

Note. — This  WOC  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comjiarable  to  other  Deputy  Director  positions  within  BDSA 
allocated  to  industrial  specialist  GS-1150-16. 


Exhibit  B-18 

Clifkokd  G.  Pommek,  Diuectok,  Shipbihluing,  Railkoai),  Guu.nance,  and  Aikckaft 

Division 

Allocation  by ;  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  EO  10C47. 

b.  Dejiartment,  agency,  or  establishment :  Director,  Shipbuilding,  Railroad 
Ordnance,  and  Aircraft  I livision.  Class,  series  :  WOC. 

c.  Bureau :  Director,  Shipbuilding,  Railroad,  Ordnance,  and  Aircraft  Division. 
Class,  series :  WOC. 

NATUKE  AND  PUIiPOSE  OF  WOKK 

Introduction 

The  Director  of  the  Shipbuilding,  Railroad,  Ordnance,  and  Aircraft  Division  is 
responsible  for  administering  the  Business  and  Defense  Services  program  with 
special  reference  to  small  arms  ammunition,  blasting  accessories,  large  and  small 
ordnance ;  ship  repair  and  building  of  all  Inland  waterway,  harbor,  and  Great 
Lakes,  and  ocean-going  vessels  (excluding  military  building  and  repair)  ;  manu¬ 
facturing  of  aircraft  and  component  parts ;  all  maintenance,  repair,  and  operat¬ 
ing  supplies  for  railroads  and  equipment  pertaining  to  railway  operating  includ¬ 
ing  the  manufacture  of  locomotives  (diesel,  diesel/electric,  and  steam),  freight 
and  passenger  train  cars,  as  well  as  the  manufacture  of  most  other  equipment 
used  thereon  throughout  the  United  States ;  maintenance,  repair,  and  operating 
supplies  for  rail  rapid-transit  systems  including  equipment  therefor. 

Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  operat¬ 
ing  plans,  recommendations,  and  procedures  needed  to  achieve  the  objectives  of 
the  Division.  Incumbent  .shall,  when  policy  matters  are  involved,  be  limited  to¬ 
ad  vi.sing  appropriate  full-time  salaried  Government  officials  who  are  responsible 
for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

1.  Priorities  and  directives. — Idiis  is  action  which  may  be  taken  if  necessary  to 
sustain  the  production  and  construction  programs  of  the  Department  of  De¬ 
fense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  specified  quantities  of  types,  shajies,  and  sizes  of  the  three  controlled  materials 
and  provide  the  means  for  giving  preferential  treatment  to  purchase  orders,  con- 
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tracts,  or  other  forms  of  prociirement,  if  necessary.  Directive  assistance  is 
j^ranted  when  delivery  is  reciuired  at  an  earlier  date  than  that  which  can  be 
satisfied  by  issuance  of  a  priority  ratine. 

2.  The  mohiUzation  readixvss  pro<jr<uH. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
physical  resources  and  generates  the  maximum  military  power  that  these  re¬ 
sources  can  support,  with  due  consideration  of  the  needs  and  contributions  of  the 
rest  of  the  free  world.  This  involves:  («)  Studies  and  investigations,  in  col¬ 
laboration  with  other  Government  agencies  and  with  industry,  to  determine  the 
productive  potential  of  industry  to  meet  all-out  mobilization  requirements ; 
(6)  identification,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency ;  (c)  recommendations  for  tax  amortiza¬ 
tion  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career  em¬ 
ployees)  ;  and  (d)  maintaining  and  keeping  up-to-date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose 
production  and/or  materials  controls  on  the  economy. 

3.  The  post-attack  program. — This  is  a  program  for  assisting  industry  ad¬ 
visory  committees  and  other  groups  of  industrial  leaders  in  the  development  of 
post-attack  plans.  It  involves  pointing  up  specific  measures  which  should  be 
taken  with  especially  critical  and  vulnerable  industries  and  serving  as  a  clear¬ 
inghouse  for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division. 
It  involves  making  suggestions  for  continuity  of  management,  dispersion,  de¬ 
centralization,  and  protective  construction ;  for  transfer  of  production  to  un¬ 
damaged  facilities ;  for  development  of  duplicate  sources  of  supply ;  damage 
assessment ;  and  for  accelerating  restoration  of  damaged  facilities. 

4.  Stockpiling  and  conservation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department’s  program  designed  to  foster,  promote,  and  develop  United 
States  industry  and  commerce. — This  involves  serving  as  the  focal  point  for 
these  industries  within  Government  and  advising  the  Administration  and  the 
Secretary  of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s 
programs.  It  involves  participating  with  industry  in  advocating  national  eco¬ 
nomic  policies  designed  to  promote  industrial  expansion  and  business  progress 
at  home  and  abroad ;  developing  plans  to  prevent  and  alleviate  business  reces¬ 
sions  ;  proposing  policies  to  promote  business  stability  and  progress ;  providing 
information,  guidance,  and  judgments  on  industry  affairs  and  working  closely 
with  industry  and  industry  associations  in  representing  business  in  Govern¬ 
ment.  It  involves  providing  information  to  business  on  production,  sales,  and 
inventories;  developing,  in  collaboration  with  business  and  other  Government 
agencies,  statistical  series  adequate  to  meet  requirements  of  both  Government 
and  business;  assembling  and  distributing  economic  data  useful  in  expanding 
markets  at  home  and  abroad ;  publishing  industry  information  useful  to  business 
and  the  general  public ;  and  representing  and  assisting  industry  in  its  relations 
with  other  departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership 
is  available  from  the  Assistant  Administrator  for  the  industry  group.  The 
Director  is  expected  to  exercise  initiative  and  judgment  in  determining  what 
projects  should  be  undertaken,  how  they  should  be  organized  and  the  propriety 
of  the  work.  Specific  instructions  with  respect  to  the  administration  of  the 
Division  are  seldom  available.  The  guides  are  characteristically  in  the  nature 
of  legislation,  budgetary  limitations,  and  expressed  or  implied  policies  of  the 
agency. 

Scope  and  effect  of  work 

The  shipbuilding,  ship  repair,  railroad,  ordnance,  and  aircraft  industries 
are  vital  defense-supporting  industries.  'The  vast  difference  between  require¬ 
ments  for  emergency  as  against  peacetime  operations,  the  time  lag  involved 
from  initiation  to  completion  of  an  order  creates  problems  of  major  importance 
and  have  a  drastic  effect  on  the  economy.  All  of  the  industries  are  extra  large 
users  of  controlled  materials  and  products. 
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Note. — This  WOO  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  Division  Director  positions  within  BDSA 
allocated  to  industrial  specialist  GS-1150-17. 


Exhibit  B-19 

Chesteb  R.  Reed,  Deputy  Director,  Containers  and  Packaging  Division 

Allocation  by ;  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  of 
1950  as  extended,  and  section  101  (a)  of  Executive  Order  10182. 

b.  Department,  agency,  or  establishment:  Deputy  Director,  Containers  and 
Packaging  Division.  Class,  series:  WOC. 

c.  Bureau:  Deputy  Director,  Containers  and  Packaging  Division.  Class, 
series:  WOC. 

e.  Recommended  by  initiating  office :  Duties  and  responsibilities  comparable  to 
those  of  positions  allocated  to  GS-16,  under  the  Classification  Act  of  1949. 

16..  Description  of  duties  and  responsibilities  (See  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions, 
Standard  Form  No.  75A)  : 

NATURE  AND  PURPOSE  OF  WORK 

A.  Introduction 

The  Deputy  Director  of  the  Containers  and  Packaging  Division  participates 
with  the  Director  in  administering  programs  of  the  BDSA  pertaining  to  con¬ 
tainers  and  packaging. 

B.  Duties 

The  Deputy  Director  participates  with  the  Director  in  establishing  the  or¬ 
ganization  as  well  as  the  operating  plans,  recommendations,  and  procedures 
needed  to  achieve  the  objectives  of  the  Division.  Incumbent  shall,  when  policy 
matters  are  involved,  be  limited  to  advising  ar)propriate  full-time  salaried  Gov¬ 
ernment  officials  who  are  responsible  for  making  policy  decisions. 

Assists  the  Director  in  the  administration  and  direction  of  the  following 
functions  entrusted  to  the  Division  : 

1.  Priorities  and  directives. — This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  de¬ 
livery  of  specified  quantities  of  types,  shapes,  and  sizes  of  the  three  controlled 
materials  and  provide  the  means  for  giving  preferential  treatment  to  purchase 
■orders,  contracts,  or  other  forms  of  procurement,  if  necessary.  Directive  as¬ 
sistance  is  granted  when  delivery  is  required  at  an  earlier  date  than  that  which 
can  be  satisfied  by  issuance  of  a  priority  rating. 

2.  The  mohilization  readiness  program. — The  overall  objective  of  this  pro¬ 
gram  is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material 
and  physical  resources  and  generates  the  maximum  military  power  that 
these  resources  can  support,  with  the  consideration  of  the  needs  and  con¬ 
tributions  of  the  rest  of  the  free  world.  This  involves  (a)  studies  and  in¬ 
vestigations,  in  collaboration  with  other  Government  agencies  and  with  in¬ 
dustry,  to  determine  the  productive  potential  of  industry  to  meet  all  out 
mobilization  i-equirements ;  (&)  identification,  where  possible,  of  serious  de¬ 
ficiencies  in  industrial  capacity  that  will  be  needed  in  time  of  emergency ; 
(c)  recommendations  for  tax  amortization  and  loans  in  connection  with  the 
expansion  of  industrial  capacity  needed  to  meet  current  defense  production 
goals  as  well  as  mobilization  requirements  (such  recommendations  in  every 
instance  to  be  made  by  full-time,  career  employees)  ;  and  (d)  maintaining  and 
keeping  uii  to  date  industrial  information  that  would  be  esseential  in  the  event 
it  is  necessary  in  the  future  to  impose  production  and/or  materials  controls 
•on  the  economy  for  defense  purposes. 

3.  The  post-attack  program. — This  is  a  program  for  assisting  Industry  Ad¬ 
visory  Committee  and  other  groups  of  industrial  leaders  in  the  development  of 
post-attack  plans.  It  involves  pointing  up  specific  measures  which  should  be 
taken  with  especially  critical  and  vulnerable  industries  and  serving  as  a  clear¬ 
ing^  house  for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division. 
It  involves  making  suggestions  for  dispersion,  decentralization  and  protective 
•construction ;  for  transfer  of  production  to  undamaged  faciliities ;  for  develop- 
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ment  of  duplicate  sources  of  supply ;  and  for  accelerating  restoration  of  dam¬ 
aged  facilities. 

4.  S'tof'h'pilinff  and  conservation. — This  involves  making  recommendations 
on  policies  and  operations,  based  on  knowledge  of  industrial  capacity,  pro¬ 
duction,  consumption  and  industrial  needs.  Recommendations  include  opinions 
on  stock  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect 
on  defense  and  civilian  production  and  the  stability  of  the  industry. 

5.  The  Department’s  program  to  foster,  promote,  and  develop  United  States 
indvstry  and  commerce. — This  involves  serving  as  the  focal  point  for  these 
industries  within  (lovernment  and  advising  the  Administrator  and  Secretary 
of  Commerce  on  policies  and  actions  for  carrying  out  the  DepartmenCs  pro¬ 
grams.  It  involves  participating  with  industry  in  advocating  national  economic 
policies  designed  to  promote  industrial  expansion  and  business  progress  at 
home  and  abroad ;  developing  plans  to  prevent  and  alleviate  business  recessions  ; 
proposing  policies  to  promote  business  stability  and  pi'ogress ;  providing  in¬ 
formation,  guidance,  and  judgments  on  industry  affairs  and  working  closely 
with  industry  and  industry  associations  in  representing  business  in  Govern¬ 
ment.  It  involves  providing  information  to  business  on  production  sales,  and 
inventories ;  developing  in  collaboration  with  business  and  other  Government 
agencies  statistical  series  adequate  to  meet  requirements  of  both  Government 
and  business ;  assembling  and  distributing  economic  data  useful  to  business 
and  the  general  public ;  and  representing  and  assisting  industry  in  the  relations 
with  other  departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Deputy  Director  serves  under  the  general  policy  direction  of  the  Division 
Director  who  is  a  Government  career  employee.  The  position  of  Deputy  Director 
of  this  Division  is  filled  by  a  WOC  employee  and  is  rotated  among  executives  on 
loan  from  industry  for  periods  of  approximately  6  months.  The  Deputy  Direc¬ 
tor,  therefore,  supplies  the  industry  viewpoint  of  the  containers  and  packaging 
industries,  and  serves  as  industry  adviser  on  I>ivision  programs  and  on  Govern¬ 
ment  methods  and  procedures  related  thereto. 

Personal  work  contacts 

Contacts  are  established  and  continuing  liaison  maintained  with  top  officials 
of  the  Government  and  the  industry.  Contacts  ar  *  for  the  purpose  of  persuading 
them  to  provide  assistance  in  the  solution  of  problems  or  gaining  their  concur¬ 
rence  in  proposed  actions  that  are  vital  and  important  to  the  agency’s  programs. 

Scope  and  effect  of  work 

Containers  and  packaging  is  an  area  of  exceeding  importance  to  the  Nation's 
economy.  The  industries’  annual  product  value  exceed  $7^/1  billion  dollars  and 
cuts  across  all  production  and  distribution  channels.  It  is  comprised  of  over 
40  separate  industries,  all  specialized  and  highly  competitive.  This  industry  is 
one  of  the  largest  users  of  basic  raw  materials ;  78  percent  of  all  tin  mill  products 
go  into  containers  and  packaging;  72  percent  of  all  the  aluminum  foil  goes  into 
containers  and  packaging,  a  considerable  portion  of  it  for  military  harrier  ma¬ 
terials  for  preservative  packaging.  Half  of  the  product  value  of  the  industry  is 
for  military  purposes.  Manufacturing  of  the  18,000  individual  kinds  of  con¬ 
tainers  is  extremely  complex :  they  must  withstand  any  catalystic  or  chemical 
reaction ;  99  percent  of  all  foods  and  drugs  are  pacakaged  at  some  point  and 
the  construction  of  containers  must  meet  food  and  drug  laws  to  avoid  contamina¬ 
tion,  toxic  poisoning,  etc. ;  transportation  and  handling  conditions  require  the 
recognition  of  weatherproofing,  atmospheric  pressures,  rigidity,  weight,  rust, 
deterioration,  fragility  of  contents,  etc. 

Employment :  Full  Time. 

Position :  Indefinite. 


Exhibit  B-20 

William  L.  Sandstox,  Chief,  Rusixess  Reseakch  axd  Axalysis  Hkaxcii, 

Iiiox  AXD  Steel  Divisiox 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  .section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  E.  O.  10647. 

b.  Department,  agency,  or  establishment :  Chief,  Business  Research  and  Analy¬ 
sis  Branch.  Class,  series:  WOC. 
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c.  Bureau :  Chief,  Business  Research  and  Analysis  Branch.  Class,  series : 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classifiers, 
Employees,  and  Suiiervisors  for  the  I’reparation  of  Position  Descriptions,  Stand¬ 
ard  Form  No.  75A)  : 


NATURE  AND  PURPOSE  OF  WORK 

Introduction 

The  Business  Researcli  and  Analysis  Branch  of  the  Iron  and  Steel  Division 
is  responsit)le  for : 

1.  Advising  witli  respect  to  the  proposal,  establishment,  and  development  of 
business-service  functions  in  two  broad  areas  of  activity :  Domestic  and  foreign. 
When  sucli  functions  have  l)een  estal)listied  l>y  full-time,  salaried  Government 
oflicials,  the  Branch  is  resixmsible  for  their  execution.  Sucli  services  include 
but  are  not  confined  to : 

a.  Interpretation,  analyses,  and  development  of  statistical  data  and  related 
information  of  iron  and  steel  and  alloying  elements  for  industry  dissemination 
for  the  purpose  of  assisting  business  in  its  economic  problems; 

1).  Sindlar  material  for  Government  agencies  and  departments  to  assist  them 
in  their  prolilems  relating  to  controls,  legislation,  etc. : 

c.  Assist  industry  in  its  relationships  with  other  Government  departments  in 
nnitters  pertaining  to  legislative,  regulatory,  and  economic  problems  by  securing 
or  supply  data  or  advising  as  to  procedure  or  sources. 

2.  Certain  mobilization  preparedness  activities  which  include: 

a.  Developing,  maintaining,  and  analyzing  supply,  demand,  and  distri¬ 
bution  data  pertaining  to  iron  and  steel,  and  alloying  elements,  both  foreign 
and  domestic ;  analyzing  productive  potential  of  the  steelmaking  and  finish¬ 
ing  facilities  of  foreign  countries ;  analyzing  the  changing  level  of  world 
steel  iiroduction  and  consumption  as  an  index  to  any  expansion  of  military 
potential  wherever  it  iniglit  take  place  tliroughout  the  world  ; 

b.  Assisting  industry  in  problems  pertaining  to  the  requirements  of  the 
control  orders  (such  as  M-IA  and  the  DMS  regulations).  Such  problems 
include  responsibilities  under  the  control  orders,  reporting  requirements,  etc. 

,3.  Performing  special  assignments  for  tlie  Director. 

This  jiosition  is  that  of  (fiiief  of  tlie  Business  Research  and  Analysis  Branch 
with  responsibility  for  direction  and  supervision  of  the  defense  materials  system 
and  foreign  sections.  All  functions  of  the  branch  are  administered  by  the 
incumbent,  excei)t  that,  when  policy  matters  are  involved,  incumbent  shall  be 
limited  to  advising  approiirlate  full-time  salaried  Government  officials  who  are 
responsible  for  making  policy  decisions. 

Duties 

Incutnbent  appraises  military  reqiureinents  with  a  view  to  developiing  capacity 
and  feasibility  studies  from  which  basis  data  for  mobilization  requirements  are 
derived.  This  appraisal  requires  an  intimate  knowledge  of  the  interchange- 
ability  of  producing  facilities  for  making  the  various  military  products  and  an 
understanding  of  the  interrelationships  of  current  production  techniques  and 
practices.  Such  a  study  is  now  under  way  in  connection  with  the  ability  of  the 
steel  industry  to  meet  Department  of  Defense  requirements  for  shells  to  be  pro¬ 
duced  by  the  hot-cup  cold-extrusion  process.  Supervision  of  this  study  requires 
knowledge  of  the  special  chemistry  and  special  findings  involved  in  production 
of  this  product.  In  carrying  out  these  responsibilities  the  incumbent  supervises 
the  activities  of  tlie  two  sections  in  the  Business  Research  and  Anal.vsis  Branch. 
These  include : 

1.  The  DMS  Section. — Which  is  concerned  with  orders  and  regulations.  In 
this  connection,  incumbent  maintains  liaison  between  the  metals  divisions  and 
is  responsible  for  keeiiing  the  divisions  informed  of  any  proposed  changes  in 
existing  orde\’s  or  contemplated  new  orders  and/or  regulations.  Acts  as  liaison 
between  Iron  and  Steel  Division  and  other  divisions  of  BDSA,  other  bureaus  of 
the  Department  of  Commerce  and  other  agencies,  such  as  Department  of  Defense, 
Atomic  Energy  Commis.sion,  Office  of  Defense  Mobilization,  Bureau  of  the 
Budget,  etc. 

2.  Foreign  Section. — Which  is  concerned  with  a  program  of  research  into  all 
circumstances  affecting  world  production,  distribution,  and  consumption  of  ores, 
steel  mill  products,  scrap,  etc. ;  utilizing  the  product  of  this  research  in  promoting 
foreign  trade  of  the  United  States ;  developing  basic  information  for  use  in 
developing  the  postattack  and  mobilization  base  research  program ;  providing 
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Staff  consultation  and  advising  on  foreign-trade  problems ;  supplying  technical 
advice  to  the  reciprocal  trade  agreements  program ;  tariff,  etc. 

The  incumbent  acts  as  special  assistant  to  the  Director  on  special  problems 
where  specific  technical  information  requiring  knowledge  of  recent  and  current 
industry  methods  and  practices  must  be  developed.  Such  activity  includes  test¬ 
ing  the  feasibility  of  proposed  programs  in  light  of  current  facilities,  production 
capacities,  and  available  supply  of  raw  materials,  ferroalloys,  and  steel  prod¬ 
ucts  ;  testing  the  effect  of  proposed  projects  on  the  production  of  specific  steel 
products  where  high  requirements  of  specific  programs  are  unrealistic  on  the 
basis  of  consideration  of  normal  market  uses  and  the  supply  and  demand  pic¬ 
ture,  and  recommending  substitutes  and  adjustments  that  can  be  made  without 
imi)eding  programs  or  upsetting  projected  goals.  The  incumbent  as  requested 
assists  in  the  development  of  a  high  degree  of  understanding  and  cooperation 
between  industry  and  Government  for  the  broad  aspects  of  postattack  planning, 
for  coordinating  the  efforts  of  the  iron  and  steel  industry  fask  groups  in  the 
formulation  of  postattack  plans. 

II.  Svperi’ision  and  guidance. — In  matters  pertaining  to  business  services 
and  mobilization,  the  incumbent  coordinates  his  activities  with  the  Director  of 
the  Iron  and  Steel  Division;  incumbent  has  wide  latitude  (within  established 
agency  policies)  receiving  only  general  guidance  from  the  Director  with  regard 
to  other  functions  of  the  Branch. 

III.  Personal  icork  contacts. — Constant  personal  liaison  is  required  with  top- 
level  officials  of  Government,  both  in  BDSA  and  other  bureaus  within  the  De¬ 
partment  of  Commerce,  as  well  as  other  agencies — including :  Office  of  Defense 
Mobilization,  Department  of  Defense,  Atomic  Energy  Commission,  and  Bureau 
of  the  Budget.  Constant  personal  liaison  is  also  required  with  top  executives 
of  the  steel  industry. 

IV.  Scope  and  effect  of  work. — Since  steel  is  basic  to  the  American  economy 
and  since  steel  is  the  principal  raw  material  from  which  virtually  all  manu¬ 
factured  products  are  produced,  actions  and  decisions  taken  by  or  affecting  the 
industry  have  basic  significance.  Iron  and  steel  represent  a  very  important 
segment  of  the  economy  of  many  foreign  countries.  The  responsibilities,  serv¬ 
ices,  activities,  and  functions  of  this  Division  have  proportionate  significance 
and  effect  in  terms  of  the  total  functioning  of  BDSA. 

V.  Jot)  requirements. — Incumbent  must  have  broad  general  knowledge  of 
industry  methods  and  practices,  and  knowledge  of  the  interrelationships  exist¬ 
ing  among  producers  of  the  iron  and  steel  and  ferroalloys  indu.stries.  Incumbent 
must  have  an  intimate  and  thorough  knowledge  of  the  commercial  practices  and 
distribution  systems  of  the  iron  and  steel  industry. 

Incumbent  must  have  a  knowledge  of  general  statistical  practices,  with  em¬ 
phasis  on  the  practicality  of  gathering  desired  data  from  the  complex  steel  and 
ferroalloys  industries. 

It  is  important  that  incumbent  have  the  respect  and  confidence  of  the  steel 
industry. 

Recency  of  industry  experience  is  a  prerequisite  due  to  the  sweeping  changes 
in  production  methods,  distribution  practices,  and  technology  in  recent  years. 

Note. — This  WOO  position  is  in  lieu  of  a  full-time  Classification  Act  posi¬ 
tion  which  would  be  comparable  to  other  positions  within  BDSA  allocated  to 
industrial  specialist  GS-1150-15. 


Exhibit  B-21 

Clarence  W.  Seeley,  Director,  Copper  Division 

b.  Department,  agency,  or  establishment :  Director,  Copper  Division.  Class, 
series :  WOC. 

c.  Bureau :  Director,  Copper  Division.  Class,  series :  WOC. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions, 
standard  form  No.  75A)  ; 

NATURE  AND  PURPOSE  OF  WORK 

Introduction 

The  Director  of  the  Copper  Division  is  responsible  for  administering  the  busi¬ 
ness  and  defense  services  programs  that  pertain  to  copper. 
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Duties 

The  Director  is  respousible  for  establishing  the  organization  as  well  as  oiier- 
ating  plans,  reconimeudations,  and  procedures  needed  to  achieve  the  objectives 
of  the  Division.  Incuiubent  shall,  when  policy  matter  are  involved,  be  limited 
to  advising  appropriate  full-time  salaried  Government  officials  who  are  re¬ 
sponsible  for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  Division : 

The  defense  materials  system  for  copper. — This  is  a  control  system  for  assuring 
that  the  production  and  construction  schedules  of  the  Department  of  Defense  and 
the  Atomic  Energy  Commission  remain  on  schedule  and  a  system  for  spreading 
the  military  production  impact  equitably  over  affected  industries.  Under  this 
system  set-asides  and  directives  on  the  production  of  specilied  quantities  of 
shapes  and  forces  of  copiwr  to  meet  defense  requirements  are  issued  through 
M-llA  (materials  order  for  copper).  This  involves  prescribing  for  each  mill 
for  each  month,  the  tonnage  of  each  shape  to  be  reserved  for  military  and  Atomic 
Energy  Commission  orders.  Also,  under  DAIS,  priorities  and  directives  are 
issued  wherever  such  may  be  needed  and  requested  by  the  Alilitary  Establish¬ 
ment  and  AEC  to  insure  that  production  and  delivery  of  military  and  Atomic 
Energy  Commission  reciuirements  are  met  on  schedule. 

The  mobilization  readiness  program. — This  program’s  overall  objective  is  to 
develop  a  mobilization  plan  that  lies  within  the  Nation's  material  and  physical 
resources  and  generates  the  maximum  military  power  that  these  resources  can 
•support,  with  due  consideration  of  the  needs  and  contribution  of  the  rest  of 
the  free  world.  This  involves:  (1)  Studies  and  investigations,  in  collaboration 
with  other  Government  agencies  and  with  industr.v,  to  determine  the  production 
jiotential  of  industi'y  to  meet  all-out  mobilization  re(iuirements  ;  (2)  identilicatiou 
where  possible,  of  serious  deficiencies  in  industrial  capacity  that  will  be  needed 
in  time  of  emergency;  (fi)  recoiuinendations  for  tax  amortization  and  loans  in 
connection  with  the  expamsion  of  industriai  capacity,  needed  to  meet  current 
di'fense  production  goals  as  well  as  mobilization  requirements  (such  recom¬ 
mendations  in  every  instance  to  be  made  by  full-time,  career  employ t'es)  ;  and 
(4)  maintaining  and  keeping  up-to-date  industrial  information  that  would  be 
essential  in  the  event  it  is  necessary  in  the  future  to  impose  production  and/or 
materials  controls  on  the  economy  for  defense  purposes. 

The  postattaelc  proitram. — This  is  a  program  for  assisting  industry  advisory 
I'ommittees  and  otlnu-  groups  of  industrial  leaders  in  the  dt'velopmeut  of  post¬ 
attack  jilans.  It  involves  pointing  up  specific  measures  which  should  be  taken 
in  this  connection  with  esiiecially  critical  and  vulnerable  industries  and  serves 
as  a  clearinghouse  for  ideas  within  the  ciqiper  industry.  It  involves  making 
suggestions  for  dispersion,  deconcentration  and  protective  construction ;  for 
transfer  of  production  to  undamaged  facilities:  for  development  of  duplicate 
sources  of  supply:  and  for  accelerating  restoration  of  damaged  facilities. 

^stockpiling  and  conserration. — This  involves  making  recommendations  on 
policies  and  operations  in  connection  with  stockpiling  and  conservation  of  copper, 
based  on  knowledge  of  industrial  capacity,  production,  consumi>tion,  and  in¬ 
dustrial  needs.  Recommendations  include  opinions  on  stockpile  goals,  rate 
of  stockpiling,  and  so  forth,  with  dtn*  consideration  to  the  eil'ect  on  defense 
and  civilian  production  and  the  stabilit.y  of  the  industr.v. 

The  Department's  program  designed  to  foster,  promote,  and  derelop  United 
States  industry  and  com ineree. — This  invohes  serving  iis  the  focal  iioint  for 
these  industries  within  the  Government  and  advising  the  Administrator  and  the 
Secret ar.v  ot  Commerce  on  policies  and  actions  for  carrying  out  the  Depart¬ 
ment's  programs.  It  involves  participating  with  industry  in  advocating  na- 
tion.al  economic  policies  designed  to  promote  industrial  expansion  and  business 
progress  at  home  and  abroad:  developing  plans  ti)  prevamt  and  alleviate  busi¬ 
ness  recessions :  proposing  policies  to  promote  bu.siness  stability  and  progress; 
providing  information,  guidance  and  judgments  on  iudustrj’  alfairs  and  work¬ 
ing  closel.v  with  industr.v  associations  in  representing  business  in  Government. 
It  involves  providing  information  to  business  on  production,  sales,  and  inven¬ 
tories  :  developing  in  collaboration  with  business  and  other  Government  agencies, 
statistical  .series  adecpiate  to  meet  requirements  of  both  Government  and  busi- 
ne.ss :  assembling  and  distributing  economic  data  useful  to  business  in  expanding 
markets  at  home  and  abroad  :  publishing  industry  information  useful  to  business 
and  the  general  public ;  and  representing  and  assisting  industry  in  its  relations 
with  other  departments  and  agencies  of  the  Government. 
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fttipervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership 
are  available  from  the  Assistant  Administrator  for  the  industry  group.  The 
Director  is  expected  to  exercise  initiative  and  .iudgment  in  deteruuning  what 
pro.iects  should  l)e  undertaken,  how  they  should  he  organized,  and  the  propriety  of 
the  work.  Specific  instructions  with  respect  to  the  administration  of  the  Di¬ 
vision  are  seldom  available.  The  guides  are  characteristically  in  the  nature  of 
legislation,  budgetary  limitations,  and  expressed  or  implied  policies  of  the 
agency. 

Mental  demands 

The  incumbent  should  have  a  broad  industry  background  with  intimate  knowl¬ 
edge  of  the  problems  of  as  many  industries  as  possible.  While  many  of  the  basic 
problems  may  he  the  same,  the  wide  variation  between  the  numerous  segments 
of  the  industry  and  their  fabricating  practices  increases  the  complexity  of  proper 
direction  and  administration  of  the  Division's  functions.  The  policy  of  rotating 
Division  directors  from  different  segments  of  the  copper  industry  on  a  WOC 
basis  makes  it  desirable  to  select  men  who  are  able  to  quickly  grasp  new  concepts, 
limitations,  and  apply  previous  experience  to  entirely  new  and  novel  situations. 
The  incumbent  should  also  have  the  confidence  and  respect  of  the  various  seg¬ 
ments  of  the  copper  industry  assigned  to  this  Division. 

Personal  'irnrk  contacts 

The  incumbent  establishes  and  maintains  continuing  liai.son  with  top  executives 
of  (lovei-nment,  industry,  trade  associations,  and  the  technical  and  trade  press 
for  the  copper  industry.  Personal  contacts  and  the  establishment  of  cooperative 
working  relationships  with  top  echelon  industrialists  is  a  primary  responsibility 
of  this  ])osition  in  the  interest  of  protecting  the  economy  of  copper  producing 
and  fabricating  industries.  Contacts  are  for  the  purpose  of  keeping  informed 
on  the  latest  developments  and  trends  in  the  copper  industry,  providing  assist¬ 
ance  in  the  solution  of  problems,  or  gaining  concurrence  in  propo.sed  actions  that 
are  vital  to  the  agencies’  programs. 

Rcopc  and  effect  of  worlc 

Q’here  is  virtually  no  industry  in  the  United  States  which  is  not  dependent  on 
the  use  of  copper  in  some  form.  The  control  of  copper,  steel,  and  aluminum  auto- 
maticall.v  sets  a  level  on  the  consumption  of  all  other  products.  In  addition  to  its 
use  for  alloying  ahiminum  and  steel,  copper  is  used  either  alone  or  as  the  base 
of  an  alloy  in  virtually  every  industry.  Copper  alloy  foundry  products  are  es¬ 
sential  to  the  shipbuilding  program :  one  of  the  more  important  uses  of  brass 
mill  products  is  in  the  manufacture  of  cartridge  cases ;  for  electrical  conductivity 
copper  wire  mill  products  more  essential ;  and  the  generation,  transmission,  and 
consumption  of  electrical  energy  is  almost  completely  dependent  upon  copper. 


Exhibit  B-22 

Chaki-f.s  M.  Stuart,  Director,  General  Industrial  Equipment  Division 
Allocation  by :  a.  Civil  Service  Commission. 

Class  title  of  position;  Established  in  accordance  with  section  710  (b)  of  the 
Defense  Production  Act  and  section  101  (a)  of  EO  10C47. 

h.  Department,  agency,  or  establishment :  Director,  General  Industrial  Equip¬ 
ment  Division.  Class,  series :  WOC. 

c.  Bureau :  Director,  General  Industrial  Equipment  Division.  Class,  series : 
WOC. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classifiers, 
Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions,  stand¬ 
ard  form  No.  75A)  : 

NATURE  AND  PURPOSE  OF  WORK 

Introduction 

The  Director  of  the  General  Industrial  Equipment  Division  is  responsible  for 
administering  the  business  and  defense  services  program  as  it  pertains  to  the 
industries  under  the  jurisdiction  of  the  Division. 
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Duties 

The  Director  is  responsible  for  establishing  the  organization  as  well  as  the 
operating  plans,  recommendations,  and  procedures  needed  to  achieve  the  objec¬ 
tives  of  the  Division.  Incumbent  shall,  when  policy  matters  are  involved,  be 
limited  to  advising  appropriate  full-time  salaries  Government  officials  who  are 
responsible  for  making  policy  decisions. 

Administers  and  directs  the  foiiowing  functions  of  the  Division ; 

Defense  materials  sy stern. — This  is  a  control  system  for  assuring  that  the  pro¬ 
duction  and  construction  schedules  of  the  Department  of  Defense  and  the  Atomic 
Energy  Commission  remain  on  schedule  and  a  system  for  spreading  the  military 
production  impact  equitably  over  affected  industries.  Under  this  system,  set- 
asides  and  directives  on  the  production  of  specified  materials  to  meet  defense 
requirements  are  issued.  Also,  under  DMS,  priorities  and  directives  are  issued 
whenever  such  may  be  needed  and  re(iuested  by  the  Military  Establishment  and 
AEG  to  insure  that  production  and  delivery  of  military  and  Atomic  Energy 
Commission  requirements  are  met  on  schedule. 

Mobilizalion  readiness  program. — This  program’s  overall  objective  is  to  develop 
a  moliilization  plan  that  lies  within  the  Nation's  materials  and  physical  resources 
and  generates  the  niaxiinuni  military  power  that  these  resources  can  support, 
with  due  consideration  of  the  needs  and  contribution  of  the  rest  of  the  free  world. 
This  involves  (1)  studies  and  investigations  in  collaboration  with  other  Govern¬ 
ment  agencies  and  with  industry,  to  determine  the  production  potential  of  indus¬ 
try  to  meet  all-out  mobilization  requirements;  (2)  identification,  where  possible, 
of  serious  deficiencies  in  industrial  capacity  that  will  be  needed  in  time  of  emer¬ 
gency ;  (ff)  recommendations  for  tax  amortization  and  loans  in  connection 
with  the  expansion  of  industrial  capacity  needed  to  meet  current  defense  produc¬ 
tion  goals  as  well  as  mobilization  requirements  (such  recommendations  in  every 
instance  to  be  made  by  full-time  career  employees)  ;  and  (4)  maintaining  and 
keeping  up-to-date  industrial  information  that  wouid  be  essential  in  the  event 
it  is  neces.sary  in  the  future  to  imi)ose  production  and/or  materials  controls 
on  the  economy  for  defense  purposes. 

The  post  attack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  postat¬ 
tack  plans.  It  involves  pointing  up  specific  measures  which  should  he  taken  in 
this  connection  with  especially  critical  and  vulnerable  industries  and  serves  as 
a  clearinghouse  for  ideas  within  the  assigned  industries.  It  involves  making 
suggestions  for  di.spersion,  deconcentration,  and  protective  construction ;  for 
transfer  of  production  to  undamaged  facilities;  for  development  of  duplicate 
sources  of  supply ;  and  for  accelerating  restoration  of  damaged  facilities. 

Stockpiling  and  conservation. — This  involves  making  recommendations  on  poli¬ 
cies  ami  operations  in  connection  with  stockpiling  and  conservation,  based  on 
knowledge  of  industrial  capacity,  prodriction,  consumption,  and  industrial  needs. 
Recommendations  include  opinions  on  stockpile  goals,  rate  of  stockpiling,  etc., 
with  due  consideration  to  the  effect  on  defense  and  civilian  production  and  the 
stability  of  the  industry. 

The  Department's  program  designed  to  foster,  promote,  and  develop  United 
States  industry  and  commerce. — This  involves  serving  as  the  focal  point  for  these 
industries  within  the  Government  and  advising  the  Administrator  and  the  Sec¬ 
retary  of  Commerce,  policies  and  actions  for  carrying  out  the  Department’s  pro¬ 
grams.  It  involves  participating  with  industry  in  advocating  national  policies 
designed  to  promote  industrial  expansion  and  business  progress  at  home  and 
abroad  ;  developing  plans  to  prevent  and  alleviate  business  recessions ;  proposing 
policies  to  promote  business  stability  and  progress ;  providing  information,  guid¬ 
ance,  and  judgments  on  industry  affairs  and  working  closely  with  industry  and 
industry  associations  in  representing  business  in  Government.  It  involves  pro¬ 
viding  information  to  business  on  production,  sales,  and  inventories;  developing 
in  collaboration  with  business  and  other  Government  agencies,  statistical  series 
adequate  to  meet  requirements  of  both  Government  and  business;  assembling 
and  distributing  economic  data  useful  to  business  in  expanding  market  at  home 
and  abroad ;  publishing  industry  information  useful  to  business  and  the  gen¬ 
eral  pidffic ;  and  representing  and  assisting  industry  in  its  relations  with  other 
departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership  is 
available  from  the  Assistant  Administrator  for  the  industry  group.  The  Director 
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is  expected  to  exercise  initiative  and  judgment  in  determining  wliat  projects 
should  be  undertaken,  how  they  should  be  organized,  and  the  propriety  of  the 
work.  Specitic  instructions  with  respect  to  the  administration  of  the  Division 
are  seldom  available.  The  guides  are  characteristically  in  the  nature  of  legisla¬ 
tion,  budgetary  limitations,  and  expressed  or  implied  policies  of  the  agency. 

Mental  demands 

The  incumbent  should  have  a  broad  industry  background  with  intimate 
knowledge  of  the  problems  of  as  many  industries  as  possibie.  While  many  of  the 
basic  problems  may  be  the  same,  the  side  variation  between  industries  and  their 
manufacturing  practices  increases  the  complexity  of  proper  direction  and  admin¬ 
istration  of  the  Division’s  functions.  The  policy  of  rotating  division  directors 
from  different  industries  on  a  WOC  basis  makes  it  desirable  to  select  men  who 
are  able  to  quickly  grasp  new  concepts,  limitations,  and  apply  previous  experi¬ 
ence  to  entirely  new  and  novel  situations.  The  incumbent  should  also  have 
the  confidence  and  respect  of  the  various  industries  assigned  to  this  Division. 

Personal  tvork  contacts 

The  incumbent  establishes  and  maintains  continuing  liaison  with  top  execu¬ 
tives  of  goveimment,  industry,  trade  associations,  and  the  technical  and  trade 
press  for  the  general  industrial  equipment  industries.  Personal  contacts  and 
the  establishment  of  cooperative  working  relationships  with  top  echelon  indus¬ 
trialists  is  a  primary  responsibility  of  this  position  in  the  interest  of  protecting 
the  economy  of  mannfacturing  and  construction  industries.  Contacts  are  for 
the  purpose  of  keeping  informed  on  the  latest  developments  and  trends  ir  the 
general  industrial  equipment  industries  field,  providing  assistance  in  the  solution 
of  problems,  or  gaining  concurrence  in  proposed  actions  that  are  vital  to  the 
agencies  programs. 

Note. — This  WOC  position  is  in  lieu  of  a  full-time  Classification  Act  position 
Avhich  would  be  comparable  to  other  division  director  positions  within  BDSA 
allocated  to  industrial  specialists  GS-1150-17. 


Exhibit  B-23 

CoRTLANDT  VaN  ReNSSELAER,  DePUTY  DIRECTOR,  SCIENTIFIC,  MOTION 

Pictures,  and  Photographic  Products  Division 

Allocation  by  :  a.  Civil  Service  Commission.  Class  title  of  position :  Established 
in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and  section 
101  (a)  of  Executive  Order  10647. 

b.  Department,  agency,  or  establishment :  Deputy  Director,  Scientific,  Motion 
Picture,  and  Photographic  Products  Division.  Class,  series :  WOC. 

c.  Bureau ;  Deputy  Director,  Scientific,  Motion  Picture,  and  Photographic 
Products  Division.  Class,  series :  WOC. 

16.  Description  of  duties  and  responsibilities  (see  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  Preparation  of  Position  Descriptions, 
standard  form  No.  75a)  : 

Introduction 

The  Deputy  Director  of  the  Scientific,  Motion  Picture,  and  Photographic 
Products  Division  is  appointed  on  a  6-month  basis.  He  assists  the  Director 
and  other  Division  ofBcials  in  the  planning  and  direction  of  the  Division’s  pro¬ 
grams  and  in  the  development  of  overall  plans  leading  to  the  accomplishment 
of  the  agency’s  objectives. 

Duties 

As  a  member  of  the  Division’s  top  executive  staff,  participates  in  the  formu¬ 
lation  of  operating  plans,  recommendations,  and  procedures  required  in  carry¬ 
ing  out  the  following  functions  as  they  relate  to  the  industries  under  the  juris¬ 
diction  of  the  Division.  Incuml)ent  shall,  when  policy  matters  are  involved, 
be  limited  to  advising  appropriate  full-time  salaried  Government  officials  who 
are  responsible  for  making  policy  decisions. 

1.  Priorities  and  directives.- — This  is  action  which  may  be  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission. 

2.  The  mobilization  readiness  program. — The  overall  objective  of  this  pro¬ 
gram  is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material 
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and  physical  resources  and  generates  the  maximum  military  power  that  these 
resources  can  support. 

3.  The  post  attack  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  i)lans. 

4.  Stockpiling  and  consci-vation. — This  involves  making  recommendations  on 
policies  aud  operations,  ba.sed  on  knowledge  of  industrial  capacity,  production, 
consumption,  and  industrial  needs. 

5.  The  Department' s  program  to  foster,  promote,  and  develop  United  States 
industry  and  commeree. — This  involves  serving  as  the  focal  point  for  these  in¬ 
dustries  within  Government  and  advising  the  Administrator  and  Secretary  of 
Commerce  on  policies  and  actions  for  carrying  out  the  Department’s  programs, 
and  participating  with  industry  in  advocating  national  economic  policies  de¬ 
signed  to  promote  industrial  expansion  and  business  programs  at  home  and 
abroad. 

Maintains  clo.se  liaison  witli  all  segments  of  the  industries  under  the  jurisdic¬ 
tion  of  the  Division  in  order  to  keep  informed  of  developments  and  problems, 
to  secure  industry  views  and  suggestions,  to  assure  full  consideration  of  in¬ 
dustry  problems,  and  to  obtain  complete  industry  cooperation  in  the  defense 
and  mobilization  work  of  the  Division  and  the  agency. 

Attends,  addresses,  and  otherwise  participates  in  industry  trade  association 
meetings  and  conventions,  retlecting  policies  and  services  of  the  Department  of 
Commerce  and  enlisting  the  cooperation  of  industry  in  fultilling  agency  and 
department  programs. 

Supervision  and  guidance  received 

The  position  of  Deputy  Director  of  this  Division  is  established  on  a  WOC 
basis  and  is  rotated  among  executives  on  loan  from  industry  for  periods  of 
approximately  0  months.  The  Deputy  Director  serves  under  the  general  policy 
direction  of  the  Division  Director  who  is  a  Government  career  employee.  He 
supplies  the  industry  viewpoints  as  they  apply  to  the  scientific,  motion  picture, 
and  photographic  products  industries,  and  serves  as  industry  adviser  on  Divi¬ 
sion  programs  and  on  Government  methods  and  procedures  related  thereto. 

Note. — This  WOC  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  deputy  director  positions  within  BDSA 
allocated  to  industrial  siiecialist  GS-lloO-lfi. 


Exiiiiut  B-24 

Roger  F.  Waindi.e,  Chief,  Castings  Branch,  Iron  and  Steel  Division 

Allocation  by :  a.  Civil  Service  Commission.  Class  title  of  position :  Estab¬ 
lished  in  accordance  with  section  710  (b)  of  the  Defense  Production  Act  and 
section  101  (a)  of  Executive  Order  10182. 

b.  Department,  agency,  or  establishment :  Chief,  Castings  Branch.  Class, 
series:  WOC 

c.  Bureau :  Chief,  Castings  Branch.  Class,  series :  WOC. 

e.  Recommended  by  initiating  office ;  Duties  and  responsibilities  comparable 
to  those  established  under  the  Classification  Act  of  1949. 

I.  NATURE  AND  PURPOSE  OF  WORK 


A.  Introduction 

This  position  is  that  of  Chief  of  the  Castings  Branch,  Iron  and  Steel  Division, 
Business  and  Defense  Services  Administration.  The  Branch  conducts  re.search 
and  analysis  on  the  various  economic  and  industrial  phases  of  the  iron  and 
steel  castings  industries,  and  advises  regarding  the  degree  and  type  of  Govern¬ 
ment  control  to  be  exercised  over  the  production,  distribution,  and  supply  of 
iron  and  steel  castings  or  required  by  the  defense  materials  system  and  adminis¬ 
ters  priorities  programs  in  accordance  with  the  provision  of  the  Defense  Act 
of  19.50. 

The  incumlient  serves  as  adviser  on  all  matters  relating  to  planning  and  de¬ 
velopment  of  allocations  and  production  programs  with  respect  to  gray  iron, 
malleable,  iron,  carbon  steel,  low  alloy,  armor,  high  alloy  of  both  corrosive  aud 
heat  resistant  (stainless  steel  castings).  There  are  2,962  gray  foundries,  114 
malleable-iron  foundries,  364  steel  foundries  aud  about  100  high-alloy  foundries 
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in  the  ferrous-castings  industry.  Their  combined  dollar  value  of  shipments 
amounted  to  approximately  $6  billion  for  year  of  1952. 

The  incumbent  assumes  the  responsibility,  direction  and  supervision  of  one 
industrial  specialist  (castings)  and  one  clerk-stenographer. 

Incumbent  shall,  when  policy  matters  are  involved,  be  limited  to  advising 
appropriate  full-time  salaried  Government  officials  who  are  respoiisilile  for 
making  policy  decisions. 

B.  Duties 

Based  upon  a  broad  and  extensive  knowledge  of  the  operations,  methods,  and 
practice  of  the  ferrous-foundry  industry,  and  the  ability  to  administer  critical 
programs  relating  to  the  control  of  ju’oductiou  and  the  distribution  of  materials 
and  resources ;  performs  duties  illustrated  by  the  following : 

(1)  The  incumbent  is  responsible  for  the  development  of  data  on  all 
aspects  of  this  segment  of  industry ;  gray-iron  foundries,  malleable-iron 
foundries,  carbon  and  low  alloy  foundries,  high-alloy  foundries,  and  found¬ 
ries  that  could  produce  armor  castings.  Such  information  and  data  per¬ 
tain  to  plant  capacities,  production,  and  backlog  of  unfilled  orders,  inven¬ 
tories  and  requirements  for  production  materials  and  IMRO  supplies,  opera¬ 
tional  details,  geographic  areas  served,  and  other  information  pertinent  to 
present  and  anticipated  defense  programs.  The  incuml)ent  must  evaluate 
this  information  in  tlie  light  of  current  and  future  needs. 

(2)  Incumi)ent  serves  as  Government  presiding  officer  of  four  castings 
industry  advisory  committees,  which  includes  the  entire  ferrous-castings 
industry.  In  this  capacity,  keeps  industry  advised  on  the  national  supply 
and  demand  picture ;  advises  and  gains  their  concurrence  on  control  pro¬ 
grams  planned,  and  furnishes  technical  assistance  and  advice  on  produc¬ 
tion  planning  and  scheduling ;  also  advises  the  group  in  regard  to  the  status 
of  supply  of  their  products  and  the  effect  existing  and  planned  controls  will 
have  on  their  operations  and  future  planning. 

(3)  Incunihent  serves  as  Government  presiding  officer  of  the  heavy  steel 
casting  industry  advisory  task  group,  for  the  purpose  of  handling  special 
problems  of  the  industry,  which  findings  and  recommendations  are  sub¬ 
mitted  to  the  entire  Industry  Advisory  Committee. 

(4)  Incumbent  may  he  called  upon  to  attend  other  Industry  Advisory 
Committee  meetings,  such  as :  foundry-equipment  manufacturers,  valve  and 
fittings  manufacturers,  turbine  and  pump  manufacturers,  metalworking- 
press  manufacturers,  crane  manufacturers,  to  name  a  few.  Presence  at  such 
meetings  is  necessary  to  keep  various  industries  informed  on  current  and 
future  supply  and  demand  situations  as  affected  by  ferrous  castings. 

(5)  Incumbent  may  be  called  upon  to  attend  meetings  with  the  Department 
of  Defense  and  Atomic  Energy  Commission  regarding  special  program 
requirements  that  might  entail  castings.  In  the  past  such  programs  as  that 
for  cast  armor  involved  the  establishment  of  expanded  production  facilities, 
the  reactivation  of  Government-owned  plants,  expansion  of  privately  owned 
plants,  and  the  establishment  of  control  and  reporting  procedures. 

The  chief  of  this  branch  is  responsilfie  for  the  sui>ervision  of  the  branch’s 
personnel  in  such  a  manner  as  to  promote  the  most  efficient  operation  of  each 
individual  and  of  the  branch  as  a  whole.  Inefficiency  and  other  major  per¬ 
sonnel  problems  are  to  be  discussed  with  the  Director. 

II.  SUPERVISION  AND  GUIDANCE  RECEIVED 

Works  under  the  general  direction  of  the  Director  of  the  Iron  and  Steel  Divi¬ 
sion  and  his  Deputy. 

III.  PERSONAL  WORK  CONTACTS 

Frequent  contact  is  made  with  other  industry  divisions  or  sections  of  BDSA; 
with  other  Government  departments,  such  as  Defense  and  Interior  and  various 
bureaus  of  the  Department  of  Commerce. 

The  .successful  prosecution  of  the  work  of  the  Castings  Branch  deiiends,  largely, 
on  personal  contact  and  wude  acquaintances  with  top  management  of  individual 
companies  within  the  industry. 

IV.  SCOPE  AND  EFFECT  OF  WORK 

The  incumbent  advises  regarding  methods  and  procedures  for  increasing  pro¬ 
duction,  including  the  conversion  and  expansion  of  facilities,  through  investiga- 
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tiou  and  analysis  of  problems  confronting  industry  in  accelerating  defense  pro¬ 
duction.  (Such  recommendations  in  every  instance  to  be  made  by  full-time, 

career  employees.)  ^  ^ 

Develops  and  maintains  contact  with  all  elements  of  the  industry  for  the  pro¬ 
motion  of  better  Oovernment-industry  relations,  and  to  facilitate  solution  to 
problems  affecting  industry  with  regard  to  production-control  measures. 

Promotes  the  present  and  future  aims  of  EDSA  through  maintaining  liai.son 
not  only  with  the  ferrous  castings  industry,  but  with  other  Government  agencies 
whose  functions  have  a  bearing  on  this  industry’s  preparedness. 

V.  JOB  KEQUIUEXIENTS 

The  chief  of  the  hranch  must  be  exiierienced  in  the  ferrous-castings  industry 
in  the  fleld  of  metaliurgy,  operations,  and  distribution.  He  must  be  acquainted 
with  the  ranges  and  capacities  of  individual  foundries,  and  to  supplement  this 
he  must  be  familiar  with  the  uses  and  requirements  of  end  products.  This 
knowledge  permits  him  to  intelligently  handle  the  iiroblems  that  arise. 

The  incumbent  must  be  well  known  in  the  industry  and  must  have  its  confi¬ 
dence  to  effectively  carry  out  the  work  of  the  branch.  A  great  deal  of  the  work 
concerning  spot  directives  and  the  apimrtioning  of  programs  is  more  easily 
accomplished  when  the  incumbent,  representing  Government,  has  the  confidence 
of  responsible  personnel  in  the  castings  industry. 

Recency  of  industry  experience  is  a  prerequisite  due  to  the  sweeping  changes 
in  production  method's,  distribution  practices,  and  technoiogy  in  recent  years. 

Note. — This  WOO  position  is  in  lieu  of  a  full-time  Classification  Act  i)Osition 
which  would  be  comparable  to  other  commodity-industry  analyst  positions  within 
BDSA  allocated  to  GS-1151-15. 


Exhibit  11-2.5 

Robert  E.  Wii.i.iams,  Director,  Communications  Equipment  Division 

Allocation  by ;  a.  Civil  Service  Commission.  Class,  title,  or  position :  Estab¬ 
lished  in  accordance  wdth  section  710  (b)  of  the  Defense  Production  Act  and  sec¬ 
tion  101  (a)  of  Executive  Order  10647. 

b.  Department,  agency,  or  establi.shment :  Director,  Communications  Division. 
Class,  series:  woe. 

c.  Bureau :  Director,  Communications  Division.  Class,  series:  WOC. 

16.  Description  of  duties  and  responsibilities  (See  Guide  to  Position  Classi¬ 
fiers,  Employees,  and  Supervisors  for  the  I’reparation  of  I’ositlon  Descriptions, 
Standard  Form  No.  7SA)  : 


NATURE  AND  PURTOSE  OF  WORK 

Introduction 

The  Director  of  the  Communications  Division  is  responsible  for  admini.stering 
the  business  and  defense  services  progi-ams  as  they  i>ertain  to  the  communica¬ 
tions,  manufacturing,  and  oi>erating  industries  (including  radio,  telephone,  and 
telegraph  industries). 

Duties 

The  Director  is  resiK)nsil)le  for  establishing  the  organization  as  well  as  operat¬ 
ing  plans,  recommendation.s,  and  procedures  needed  to  achieve  the  objectives  of 
the  Division.  Incumlient  shall,  when  policy  mattei's  are  involved,  be  limiteil 
to  advising  appropriate  full-time  salaried  Government  oflicials  who  are  respon¬ 
sible  for  making  policy  decisions. 

Administers  and  directs  the  following  functions  of  the  I  iivision : 

1.  Priorities  nnd  directives.- — This  is  action  wiiich  may  i)e  taken  if  necessary 
to  sustain  the  production  and  construction  programs  of  the  Department  of  De¬ 
fense  and  the  Atomic  Energy  Commission.  Priority  ratings  direct  the  delivery 
of  sjiecified  quantities  of  tjqxjs,  .shapes,  and  sizes  of  the  three  controlled  mate¬ 
rials  and  provide  for  means  to  give  preferential  treatment  to  purchase  orders, 
contracts,  or  other  forms  of  procurement  if  necessary.  Directive  assistance 
is  granted  wdien  delivery  is  required  at  an  earlier  date  than  that  wTiich  can  be 
satisfied  by  is.suance  of  a  priority  rating. 

2.  The  mobilization  readiness  proffram. — The  overall  objective  of  this  program 
is  to  develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and 
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physical  resources  and  generates  the  niaxinuun  military  power  that  these 
resources  can  support,  ^\■ith  due  consideration  of  the  needs  and  contributions  of 
the  rest  of  the  free  world.  This  involved  (a)  studies  and  investigations,  in 
collaiiorution  with  other  Government  agencies  and  with  industry,  to  determine 
the  productive  potential  of  industry  to  meet  all-out  mobilization  requirements ; 
(5)  identilication,  where  possible,  of  serious  deficiencies  in  industrial  capacity 
that  will  be  needed  in  time  of  emergency  ;  (c)  recommendations  for  tax  amortiza¬ 
tion  and  loans  in  connection  with  the  expansion  of  industrial  capacity  needed 
to  meet  current  defense  production  goals  as  well  as  mobilization  requirements 
(such  recommendations  in  every  instance  to  be  made  by  full-time,  career  em¬ 
ployees)  ;  and  (d)  maintaining  and  keeping  up  to  date  industrial  information 
that  would  be  essential  in  the  event  it  is  necessary  in  the  future  to  impose 
production  and/or  materials  controls  on  the  economy  for  defense  puiposes. 

.S.  The  postattaclc  program. — This  is  a  program  for  assisting  industry  advisory 
committees  and  other  groups  of  industrial  leaders  in  the  development  of  post¬ 
attack  plans.  It  involves  pointing  up  si>ecific  measures  which  should  be  taken 
with  especiall.v  critical  and  vulnerable  industries  and  serving  as  a  clearinghouse 
for  ideas  within  the  industries  under  the  jurisdiction  of  the  Division.  It  in¬ 
volves  making  suggestions  for  dispersion,  deconcentration  and  protective  con¬ 
struction  :  for  transfer  of  production  to  undamaged  facilities ;  for  development 
of  duplicate  sources  of  supply ;  and  for  accelerating  restoration  of  damaged 
facilities. 

4.  i^tockpiliiig  and  foa.scri^ation. — This  involves  making  recommendations  on 
policies  and  operations,  based  on  knowledge  of  industrial  capacity,  production, 
consumption  and  industrial  needs.  Recommendations  include  opinions  on  stock¬ 
pile  goals,  rate  of  stockpiling,  etc.,  with  due  consideration  to  the  effect  on  defense 
and  civilian  production  and  the  stability  of  the  industry. 

o.  37ic  Department's  program  designed  to  foster,  promote,  and  develop  United 
Htates  industry  and  commerce. — This  involves  serving  as  the  focal  ixtint  for 
those  industries  within  Government  and  advising  the  Administrator  and  the 
Secretary  of  Commerce  on  policies  and  actions  for  carrying  out  the  Department’s 
programs.  It  involves  participating  with  industry  in  advocating  national  eco¬ 
nomic  policies  designed  to  promote  industrial  expansion  and  business  programs 
at  home  and  abroad;  developing  plans  to  prevent  and  alleviate  business  reces¬ 
sions  ;  proiwsing  policies  to  promote  business  stability  and  progress ;  providing 
information,  guidance,  and  judgments  on  industry’  affairs  and  working  closely 
with  industry  and  industry  associations  in  representing  business  in  Govern¬ 
ment.  It  involves  providing  information  to  business  on  production,  sales  and 
Inventories ;  developing  in  collaboration  with  business  and  other  Government 
agencies,  statistical  series  adequate  to  meet  requirements  of  both  Government 
and  business ;  assembling  and  distributing  economic  data  useful  to  business  and 
the  general  public ;  and  representing  and  assisting  indu.stry  in  its  relations  with 
other  departments  and  agencies  of  the  Government. 

Supervision  and  guidance  received 

The  Director  serves  under  the  broad  general  direction  of  the  Administrator 
and/or  the  Deputy  Administrator.  Coordinative  guidance  and  staff  leadership 
is  available  from  the  Assistant  Administrator  for  the  industry  group.  The  Direc¬ 
tor  is  expected  to  exercise  initiative  and  judgment  in  determining  what  projects 
should  be  undertaken,  how  they  should  be  organized,  and  the  propriety  of  the 
w'ork.  Specific  iu.structions  with  respect  to  the  administration  of  the  Division 
are  seldom  available.  The  guides  are  characteristically  in  the  nature  of  legis¬ 
lation,  budgetary  limitations,  and  expres.sed  or  implied  policies  of  the  agency. 

Personal  work  contacts 

Contacts  are  established  and  continuing  liaison  maintained  with  top  officials 
of  the  Government  and  the  industry.  Contacts  are  for  the  purpose  of  persuading 
them  to  provide  assistance  in  the  solution  of  problems  or  gaining  their  concur¬ 
rence  in  proposed  actions  that  are  vital  and  important  to  the  defense  program. 

Note. — This  WOC  position  is  in  lieu  of  a  full-time  Classification  Act  position 
which  would  be  comparable  to  other  Division  Director  positions  within  BDSA 
allocated  to  industry  specialist  GS-1170-17. 

(Exhibit  C  retained  in  committee  files.) 
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Exhibit  D 

Department  of  Commerce, 

Office  of  the  General  Counsel, 

Washington,  December  1, 1955. 

Memorandum  to:  Heads  of  all  bureaus  employing  WOC  personnel  under  section 

710  (b)  of  the  Defense  Production  Act. 

From  :  The  General  Counsel. 

Subject:  WOC  personnel  under  section  710  (b)  of  the  Defense  Production  Act 
of  1900,  as  amended. 

The  Defense  Production  Act  was  amended  on  August  9,  1955,  to  include  new 
provisions  applicable  to  WOC  personnel.  These  provisions  appear  in  section 
710  (b),  the  text  of  which  is  set  forth  in  attachment  A  of  this  memorandum. 
Particular  attention  is  directed  to  subsection  710  (b)  (0),  which  requires  the 
tiling  of  statements  by  WOC  appointees. 

On  November  28,  1955,  Executive  Order  No.  10G47,  dealing  with  appointments 
under  the  Defense  Production  Act,  was  signed.  The  text  of  the  new  Executive 
order  appears  in  attachment  B  of  tiiis  memorandum.  Particular  attention  is  di¬ 
rected  to  section  302  which  deals  with  the  tiling  of  statements  involving  WOC 
appointees. 

Forms  for  use  by  WOC  personnel  in  the  submission  of  required  information 
appear  as  attacliments  C  and  D  of  this  memorandum. 

A  number  of  questions  have  been  asked  regarding  the  application  of  the  new 
provisions  calling  for  submission  of  statements.  Set  forth  as  attachment  E  of 
this  memorandum,  in  (luestion-and-answer  form,  are  our  views  witii  respect  to 
points  which  may  commonly  arise.  Additional  questions  may  be  submitted  to 
the  (llfice  of  the  General  Counsel. 

It  is  suggested  that  you  distribute  copies  of  this  memorandum  to  all  present 
and  prospective  WOC  personnel,  as  well  as  to  appropriate  staff  officials,  for  their 
information  and  guidance. 

Attachment  A.  Section  710  (b)  of  Defense  Production  Act  of  1950, 

AS  Amended 

(b)  (1)  The  President  is  further  authorized,  to  the  extent  he  deems  it 
necessary  and  appropriate  in  order  to  carry  out  the  provisions  of  this  act,  and 
subject  to  such  regulations  as  he  may  issue,  to  employ  persons  of  outstanding 
experience  and  ability  without  compensation ; 

(2)  The  President  shall  be  guided  in  the  exercise  of  the  authority  provided  in 
this  subsection  by  the  following  policies : 

(i)  So  far  as  possible,  operations  under  the  act  shall  be  carried  on  by  full-time, 
salaried  employees  of  the  Government,  and  appointments  under  this  authority 
shall  be  to  advisory  or  consultative  positions  only. 

(ii)  Appointments  to  positions  other  than  advisory  or  consultative  may  be 
made  under  this  authority  only  when  the  requirements  of  the  position  are  such 
that  the  incumbent  must  personally  possess  outstanding  experience  and  ability 
not  obtainable  on  a  full-time,  salaried  basis. 

(iii)  In  the  appointment  of  personnel  and  in  assignment  of  their  duties,  the 
head  of  the  department  or  agency  involved  shall  take  steps  to  avoid,  to  as  great 
an  extent  as  possible,  any  conflict  between  the  governmental  duties  and  the 
private  interests  of  such  personnel. 

(3)  Appointees  under  this  subsection  (b)  shall,  when  policy  matters  are 
involved,  be  limited  to  advising  appropriate  full-time  salaried  Government  officials 
who  are  responsible  for  making  policy  decisions. 

(4)  Any  person  employed  under  this  subsection  (b)  is  hereby  exempted,  with 
respect  to  such  employment,  from  the  operation  of  sections  281,  283,  284,  434, 
and  1914  of  title  18,  United  States  Code,  and  section  190  of  the  Revised  Statutes 
(5  U.  S.  C.  99) , except  that — 

(i)  Exemption  hereunder  shall  not  extend  the  negotiation  or  execution,  by 
such  appointee,  of  Government  contracts  with  the  private  employer  of  such 
appointee  or  with  any  corporation,  joint  stock  company,  association,  firm,  partner¬ 
ship,  or  other  entity  in  the  pecuniary  profits  or  contracts  of  which  the  appointee 
has  any  direct  or  indirect  interest ; 

(ii)  Exemption  hereunder  shall  not  extend  to  making  any  recommendation 
or  taking  any  action  with  resiiect  to  individual  applications  to  the  Government 
for  relief  or  assistance,  on  appeal  or  otherwise,  made  by  the  private  employer  of 
the  appointee  or  l>y  any  corporation,  joint  stock  company,  association,  firm. 
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partnership,  or  other  entity  in  the  pencnniary  profits  or  contracts  of  which  the 
appointee  has  any  direct  or  indirect  interest ; 

(iii)  Exemption  hereunder  shail  not  extend  to  the  prosecution  by  the  ap¬ 
pointee,  or  participation  by  the  appointee  in  any  fashion  in  the  prosecution,  of 
any  claims  against  the  Government  involving  any  matter  concerning  w'liich  the 
appointee  had  any  responsibility  during  his  employment  under  this  subsection, 
during  the  period  of  such  employment  and  the  further  period  of  2  years  after 
the  termination  of  such  employment ;  and 

(iv)  Exemption  hereunder  shall  not  extend  to  the  receipt  or  payment  of 
salary  in  connection  with  the  appointee’s  Government  service  liercunder  from 
any  source  other  than  the  private  employer  of  the  apiwintee  at  the  time  of  his 
appointment  herevinder. 

(5)  Appointments  under  this  subsection  (b)  shall  be  supported  by  written 
certification  by  the  head  of  the  employing  department  or  agency — 

(i)  That  the  appointment  is  necessary  and  appropriate  in  order  to  carry  out 
the  provisions  of  the  act ; 

(ii)  That  the  duties  of  the  position  to  which  the  appointment  is  being  made 
require  outstanding  experience  and  ability ; 

Gii)  That  the  appointee  has  the  outstanding  experience  and  ability  required 
by  the  position ;  and 

(iv)  That  the  department  or  agency  head  has  been  unable  to  obtain  a  person 
with  the  qualifications  necessary  for  the  position  on  a  full-time,  salaried  basis. 

(G)  The  heads  of  the  departments  or  agencies  making  appointments  under  this 
subsection  (b)  shall  file  with  the  Division  of  the  Federal  Register  for  publication 
in  the  Federal  Register  a  statement  including  the  name  of  the  apiwintee,  the 
employing  department  or  agency,  the  title  of  his  position,  and  the  name  of  his 
private  employer,  and  the  appointee  shall  file  with  such  Division  for  i)ublicatiou 
in  the  Federal  Register  a  statement  listing  the  names  of  any  corporations  of 
which  he  is  an  officer  or  director  or  within  60  days  preceding  his  appointment 
has  been  an  officer  or  director,  or  in  which  he  owns,  or  within  60  days  preceding 
his  appointment  has  owned,  any  stocks,  bonds,  or  other  financial  interests,  and 
the  names  of  any  partnerships  in  which  he  is,  or  was  within  60  days  preceding  his 
appointment,  a  partner,  and  the  names  of  any  other  businesses  in  which  he 
owns,  or  within  such  60  day  period  has  owned,  any  similar  interest.  At  the  end 
of  each  succeeding  6-month  period,  the  appointee  shall  file  with  such  Division  for 
publication  in  the  Federal  Register  a  statement  showfing  any  changes  in  such 
interests  during  such  period. 

(7)  At  least  once  every  3  months  the  Chairman  of  the  United  States  Civil 
Service  Commission  shall  survey  appointments  made  under  tliis  subsection  and 
shail  report  his  findings  to  the  Preiclent  and  the  Joint  Committee  on  Defense 
Production  and  make  such  recommendations  as  he  may  deem  proper. 

(8)  Persons  appointed  under  the  authority  of  this  subsection  may  be  allowed 
transportation  and  not  to  exceed  $15  per  diem  in  lieu  of  subsistence  while  away 
from  their  homes  or  regular  places  of  business  pursuant  to  such  appointment. 

Attachment  B.  Executive  Order  No.  10647 

Providing  for  the  appointment  of  certain  iiersons  under  the  Defense  Production 

Act  of  1950,  as  amended 

By  virtue  of  the  authority  vested  in  me  by  the  Defense  Production  Act  of 
1950  (64  Stat.  798),  as  amended  (.50  U.  S.  C.  App.  2061  et  seq.),  hereinafter 
referred  to  as  the  Act,  it  is  hereby  ordered  as  follows : 

PART  I — DELEGATION  OF  AUTHORITY 

Section  101.  (a)  There  is  hereby  delegated  to  the  head  of  each  department  or 
agency  to  whom  functions  are  delegated  or  assigned  under  the  Act  the  authority 
vested  in  the  President  by  subsection  710  (b)  (1)  of  the  Act  to  employ  persons 
of  outstanding  experience  and  ability  without  compensation.  The  authority 
deiegated  by  this  subsection  shall  not  be  redelegated. 

(b)  There  is  hereby  further  delegated  to  the  head  of  each  such  department  or 
agency  the  authority  vested  in  the  President  by  subsection  710  (c)  of  the  Act 
to  employ  experts  and  consultants  or  organizations  thereof.  The  authority 
delegated  by  this  subsection  shall  not  be  redelegated. 

Sec.  102.  The  head  of  each  department  or  agency  to  whom  authority  is 
deiegated  by  subsections  101  (a)  and  101  (b)  of  this  order  shall  be  guided  in 
the  exercise  of  that  authority  by  the  following-described  policies : 
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(a)  So  far  as  possible,  operations  under  the  Act  shall  be  carried  on  by  full¬ 
time,  salaried  employees  of  tlie  Government,  and  appointments  under  this 
authority  shall,  so  far  as  possible,  be  to  advisory  or  consultative  positions  only. 

(b)  Appointments  to  positions  other  than  advisory  or  consultative  may  be 
made  under  this  authority  oniy  when  the  re(iuirements  or  the  position  are  such 
that  the  incumbent  must  personally  possess  outstanding  experience  and  ability 
not  obtainable  on  a  full-time,  salaried  basis. 

(c)  In  addition  to  other  reciuirements  imposed  by  this  order,  the  head  of  the 
department  or  agency  involved  shall,  in  the  appointment  of  personnel  and  in 
assignment  of  their  dutie.s,  take  .steps  to  avoid,  to  as  great  an  extent  as  xmssible, 
any  conllict  between  the  G<nernmeut  duties  and  the  private  interests  of  such 
personnel. 

Sec.  103.  (a)  All  persons  appointed  pursuant  to  the  authority  delegated  by 
subsection  101  (a)  of  this  order,  or  appointed  pursuant  to  the  authority  delegated 
by  subse<-tion  101  (a)  of  Executive  Order  No.  10182  of  November  21,  1950,  as 
amended  by  Executive  Order  No.  10205  of  .January  10,  1951,  and  stili  employed 
on  the  date  of  tliis  order,  shall,  when  policy  matters  are  involved,  be  limited  to 
advising  appropriate,  full-time  Government  officials  who  are  responsible  for 
making  policy  decisions. 

(b)  All  persons  appointed  pursuant  to  the  authority  delegated  by  subsection 
101  (b)  of  this  order,  or  appointed  pursuant  to  the  authority  delegated  by  sub¬ 
section  101  (b)  of  the  said  Executive  Order  No.  10182,  as  amended,  and  still 
employed  on  the  date  of  this  order,  shall,  when  policy  matters  are  involved, 
be  limited  to  advising  appropriate  per.sons  who  are  responsible  for  making  policy 
decisions  or  wlio  are  authorized  to  make  recommendations  with  respect  to  i)olicy 
matters. 

PAUT  II — ExEMPriONS 

Sec.  201.  Any  person  employed  pursuant  to  the  authority  delegated  by  sub¬ 
section  101  (a)  of  this  order  is  exempted,  with  respect  to  such  employment, 
by  section  710  (b)  (4)  of  the  Act  from  the  operation  of  sections  281,  283,  284, 
434,  and  1914  of  title  18  of  the  United  States  Code,  and  section  190  of  tlie  Revised 
Statutes  (5  U.  S.  C.  99),  except  that: 

(a)  Exemiition  thereunder  does  not  extend  to  the  negotiation  or  execution, 
by  such  appointee,  of  Government  contracts  with  the  private  employer  of  such 
appointee  or  with  any  corporation,  joint  stock  company,  association,  tirm, 
partnership,  or  other  entity  in  the  pecuniary  i)rotits  oi'  contracts  of  which  the 
ainKiintee  has  any  direct  or  indirect  interest ; 

(b)  Exemption  thereunder  does  not  extend  to  making  any  recommendation 
or  taking  any  action  with  respect  to  individual  applications  to  the  Gioernment 
for  relief  or  assistance,  on  appeal  or  (/therwise,  made  by  the  private  employer 
of  the  appointee  or  by  any  corporation,  joint  stock  company,  association,  firm, 
partnership,  or  other  entity  in  the  pecuniary  profits  or  contracts  of  which  the 
appointee  has  any  direct  or  Indirect  interest ; 

(c)  Exemption  tliereunder  does  not  extend  to  the  jirti.secution  by  the  appointee, 
or  participation  by  the  appointee  in  any  fashi<m  in  tlie  prosecution  of  any  claims 
against  the  Government  involving  any  matter  concerning  wliich  the  apiiointee 
had  any  responsiliility  during  his  employment  under  subsection  101  (a)  of  this 
order  during  the  period  of  such  employment  tind  the  further  period  of  two  years 
after  the  termination  of  such  employment ;  and 

(d)  Exemption  thereunder  does  not  extend  to  the  receipt  or  payment  of  salary 
in  connection  with  the  appointee's  Government  service  from  any  source  other 
than  the  private  employer  of  the  appointee  at  the  time  of  his  appointment  under 
sub.section  101  (a)  of  this  order. 

Sec.  202.  Any  per.son  employed  pursuant  to  the  authority  delegated  by  sub¬ 
section  101(b)  of  this  order  is  hereby  exempted,  wltli  respect  to  sucii  em¬ 
ployment,  from  the  operation  of  sections  281,  283,  and  2.S4  of  title  18  of  the 
United  States  Code,  and  section  190  of  the  Revised  Statutes  (5  U.  S.  (’.  99), 
except  that : 

(a)  E.xemption  hereunder  .shall  not  extend  to  the  negotiation  or  execution, 
by  such  appointee,  of  Government  contracts  with  the  private  employer  of  such 
appointee  or  with  any  corporation,  joint  stock  company,  a.ssociation.  firm, 
partnership,  or  other  entity  in  the  pecuniary  profits  or  contracts  of  which  the 
appointee  has  any  direct  or  indirect  interest ; 

(b)  Exemption  hereunder  shall  not  extend  to  making  any  recommendation 
or  taking  any  action  with  respect  to  individual  applications  to  the  Government 
for  relief  or  a.ssistaiice,  on  appeal  or  otherwise,  made  by  the  private  employer 
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of  the  appointee  or  by  any  corporation,  joint  stock  company,  association,  firm, 
partnersliip,  or  other  entity  in  the  pecuniary  profits  or  contracts  of  which  the 
appointee  has  any  direct  or  indirect  interest ;  and 

(c)  Exemption  hereunder  shali  not  extend  to  the  prosecution  by  the  ap¬ 
pointee,  or  participation  by  the  appointee  in  any  fashion  in  the  prosecution, 
of  any  claims  against  the  Government  involving  any  matter  concerning  which 
the  appointee  had  any  responsibility  during  his  employment  under  sul)section 
101  (b)  of  this  order  during  the  period  of  such  employment  and  the  further  period 
of  t’wo  years  after  the  termination  of  such  employment. 

PART  HI - CERTIFICATIONS,  STATEMENTS,  AND  REPORTS 

Sec.  301.  (a)  Appointments  made  pursuant  to  the  authority  delegated  by 
.subsection  101(a)  of  this  order  shall  be  supported  by  written  certification  by 
the  head  of  the  employing  department  or  agency : 

(1)  That  the  appointment  is  necessary  and  appropriate  in  order  to  carry 
out  the  provisions  of  the  Act ; 

(2)  That  the  duties  of  the  position  to  which  the  appointment  is  being 
made  require  outstanding  experience  and  ability ; 

(3)  That  the  appointee  has  the  outstanding  experience  and  ability  re¬ 
quired  by  the  position  ;  and 

(4)  That  the  department  or  agency  head  has  been  unable  to  obtain  a 
person  with  the  qualifications  necessary  for  the  position  on  a  full-time, 
salaried  basis. 

(b)  The  certification  required  by  subsec-tion  (a)  of  this  section  shall  be  ac¬ 
companied  by  a  statement ; 

(1)  Describing  the  function  under  the  Act  which  the  appointee  is  ex¬ 
pected  to  perform  and  his  responsibilities  aiid  duties  in  performing  such 
functions ; 

(2)  Showing  why  the  head  of  the  department  or  agency  has  concluded 
that  the  duties  of  the  position  require  outstanding  experience  and  ability ; 

(3)  Showing  the  appointee's  experieTice  and  accomplishments  which 
justify  the  conclusion  of  the  head  of  the  department  or  agency  that  the 
employee  has  outstanding  exi)erience  and  ability;  and 

(4)  Setting  forth  a  summary  of  the  reasons  why  tlie  liead  of  the  de¬ 
partment  or  agency  has  been  unable  to  obtain  a  person  with  the  qualifica¬ 
tions  nece.ssary  for  the  position  on  a  full-time,  .salaried  basis. 

Sec.  302.  (a)  The  heads  of  departments  or  agencies  making  appointments 
pursuant  to  the  authority  delegated  by  subsection  101(a)  of  this  order  shall, 
within  thirty  days  from  the  date  of  appointment,  file  with  the  Federal  Register 
Division  for  publication  in  the  Federal  Register  a  statement  including ; 

( 1 )  The  name  of  the  appointee ; 

(2)  The  name  of  the  employing  department  or  agency ; 

(3)  The  title  of  the  appointee’s  position  ;  and 

(4)  The  name  of  the  appointee’s  private  employer  or  employers. 

(b)  All  persons  appointed  pursuant  to  the  authority  delegated  by  subsection 
101(a)  of  this  order  shall,  within  thirty  days  from  the  date  of  the  appoint¬ 
ment,  file  with  the  Federal  Register  Division  for  pubiication  in  the  Federal 
Register  a  statement  listing : 

(1)  The  names  of  any  coiqioration  of  which  lie  is,  or  within  60  days 
preceding  his  appointment  has  lieen,  an  officer  or  director  ; 

(2)  The  names  of  any  corporation  in  which  he  owns,  or  within  60  days 
preceding  his  appointment  has  owned,  any  stocks,  bonds,  or  other  financial 
interests ; 

(3)  The  names  of  any  partnerships  in  which  he  is,  or  within  60  days 
preceding  his  appointment  has  been,  a  jiartner ;  and 

(4)  The  names  of  any  other  businesses  in  which  he  owns,  or  within  60 
days  preceding  his  appointment  has  owned,  any  similar  interest. 

(c)  At  the  end  of  each  succeeding  six-month  period,  the  appointee  shall  file 
with  the  Federal  Register  Division  for  publication  in  the  Federal  Register  a 
statement  showung  any  changes  in  such  interests  during  such  period. 

(d)  As  u.sed  in  this  section  : 

(1)  The  term  “oivns”  or  “has  owed”  refers  to  any  legal  or  equitable,  vested 
or  contingent,  interest,  however  held.  The  names  of  corporations,  partner¬ 
ships,  or  other  businesses  in  which  a  legal  interest  is  owned  by  the  appointee 
in  a  fiduciary  capacity  shall  be  listed  only  when  any  beneficiary  is  the  spouse, 
parent,  child,  brother,  or  sister  of  the  appointee.  The  names  of  corporations. 
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partnerships,  or  other  businesses  in  which  an  equitable  interest  is  owned  by 
the  appointee  shall  be  listed  only  when  the  appointee  controls,  or  participates 
in  the  control  of,  the  legal  interest.  However,  the  name  and  nature  of  the 
legal  interest  shall  be  specitied  when  the  appointee  owning-  an  equitable 
interest  does  not  control,  or  participate  in  the  control  of,  the  legal  interest. 

(2)  The  term  “other  financial  interests”  includes  any  direct  or  indirect 
interests  in  the  pecuniary  profits  or  contracts  of  corporations,  partnerships, 
or  other  businesses,  including  salaries,  commis.sions,  bonuses,  options,  retire¬ 
ment  benefits,  severance  pay,  or  like  interests,  but  excludes  insurance  policies 
of  insurance  companies  in  which  the  sole  interest  of  the  appointee  is  that 
policy. 

Sec.  303.  Persons  employed  pursuant  to  the  authority  delegated  by  subsection 
101  (a)  or  101  (b)  of  this  order  may  be  allowed  transportation  and  not  to  exceed 
$15  per  diem  in  lieu  of  subsistence  while  away  from  their  homes  or  regular  places 
of  business  pursuant  to  such  appointment.  Persons  employed  pursuant  to  the 
authority  delegated  by  subsection  101  (b)  of  this  order  may  also  be  compensated 
at  rates  not  in  excess  of  $50  per  diem. 

Sec.  304.  All  aiipointments  under  710  (b)  (1)  and  710  (c)  of  the  Act  shall  be 
made  under  the  terms  of  this  order.  All  persons  heretofore  appointed  under 
subsection  101  (a)  of  Executive  Order  No.  10182,  as  amended  by  Executive 
Order  No.  10205,  who  are  still  emi)loyed  on  the  date  of  this  order  shall  comply 
with  this  Part,  and,  upon  compliance,  shall  be  deemed  for  all  purposes  to  have 
been  appointed  under  this  order  and  to  be  subject  to  its  provisions,  including  the 
provisions  of  subsections  302  (a)  and  302  (b)  relating  to  statements  I’equired 
thereby,  except  that  statements  relating  to  appointments  made  under  sub.section 
101  (a)  of  Executive  tlrder  No.  10182,  as  amended,  shall  be  filed  within  thirty 
days  from  the  date  of  this  order. 

Sec.  305.  (a)  At  least  once  every  three  months,  the  Chairman  of  the  Civil 
Service  Commission  shall  survey  appointments  made  under  the  Act.  Such  survey 
shall  include  the  following : 

(1)  A  determination  whether  a  sUitement  with  respect  to  each  person 
appointed  pursuant  to  subsection  101  (a)  of  this  order  has  been  filed  by 
the  head  of  the  department  or  agency  concerned  in  accordance  with  the 
reciuirements  of  subsection  302  ( a )  of  this  order  ; 

(2)  A  determination  whether  each  person  appointed  pursuant  to  the  said 
subsection  101  (a)  has  filed  a  statement  in  accordance  with  the  require¬ 
ments  of  subsection  302  (b)  of  this  order  ; 

(3)  A  determination  whether  each  i)erson  appointed  pursuant  to  sub¬ 
section  101  (a)  of  this  order  who  has  served  six  months  or  more  has  filed  a 
statement  in  accordance  with  the  requirements  of  subsection  302  (c)  of  this 
order ; 

(4)  A  determination  whether  a  statement  with  respect  to  each  per.son 
appointed  i)ursuant  to  subsection  101  (a)  of  Executive  Order  No.  10182  as 
amended  by  Executive  Order  No.  10205,  has  been  filed  by  the  head  of  ’the 
depai  tment  or  agency  concerned  in  accordance  with  the  requirements  of  sec¬ 
tion  304  of  this  order  ; 

f  whether  each  person  appointed  pursuant  to  subsec- 

tion  101  (a)  of  the  .said  Executive  Order  No.  10182,  as  amended,  has  filed  a 
statement  in  accordance  with  the  requirements  of  section  304  of  this  order ; 


(0)  An  inspection  of  individual  department  and  agency  files  to  determine 
whether  the  certilications  and  the  statements  required  by  subsections  301  (a) 
and  (b),  re.spectively,  of  this  order  have  been  made. 

survey  shall  be  made  by  the  Chairman  of  the  Civil 

n  ^  I’l’esideiit  aiid  to  the  Joint  Committee  on  Defense 
Production  and  shall  include  the  following:  .^^cieu^e 

suant  to  report  showing  the  number  of  appointments  made  pur- 

^  J  of  this  order  by  each  department  or  agency  for  the 

of  eachZm.ulZt^!'^  number  of  such  appointees  on  the  rolls 

agency,  the  number  of  employees  serving  in  advisory 

other'tha^^^  “omber  of  appointees  who  are  serving  in 

oriitr  tnan  consultati^  e  or  ailvisorv  positions  • 

l'.v  SOI  ,a)  „t 
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(3)  Such  comments  or  recommendations  as  the  Chairman  of  the  United 
States  Civil  Service  Commission  may  deem  proper. 

Sec.  306.  Executive  Order  No.  10182  of  November  21,  1950,  and  Executive 
Order  No.  10205  of  January  16, 1951,  are  hereby  revoked. 

Dwight  D.  Eisenhower. 

The  White  House,  Novem'ber  28, 1955. 


Attachment  C.  Rei^ort  of  Appointment  and  Statement  of  Financial  Inter¬ 
ests  Required  by  Section  710  (b)  (6)  of  the  Defense  Production  Act  of 
1950,  AS  Amended 

Report  of  appointment : 

1.  Name  of  appointee : 

2.  Employing  agency:  Department  of  Commerce,  Business  and  Defense 

Services  Administration. 

3.  Date  of  appointment : 

4.  Title  of  position : 

5.  Name  of  private  employer: 


Director  of  Personnel 

Statement  of  financial  interests  (Attach  sheet (s)  if  necessary)  : 

6.  Names  of  any  corporations  of  which  the  appointee  is  an  officer  or  director 
or  within  60  days  preceding  appointment  has  been  an  officer  or  director, 
or  in  which  the  appointee  owns  or  within  60  days  preceding  appoint¬ 
ment  has  owned  any  stocks,  bonds,  or  other  financial  interests ;  any 
partnerships  in  which  the  appointee  is,  or  within  60  days  preceding  ap¬ 
pointment  was,  a  partner ;  and  any  other  businesses  in  which  the  ap¬ 
pointee  owns,  or  within  60  days  preceding  appointment  has  owned,  any 
similar  interest. 


(Date) 


(Signature  of  appointee) 


Attachment  D.  Statement  of  Changes  in  Financial  Interests  Required  by 
Section  710  (b)  (6)  of  the  Defense  Production  Act  of  19.50,  as  Amended 

1.  Name  of  appointee  : 

2.  Employing  agency:  Department  of  Commerce,  Business  and  Defense  Services 

Administration. 

3.  Date  of  appointment : 

4.  Title  of  position  : 

5.  Name  of  private  empioyer : 

6.  Changes  in  names  of  any  corporations  of  which  the  appointee  is  an  officer  or 

director  or  within  60  days  preceding  appointment  has  been  an  officer  or  di¬ 
rector,  or  in  which  the  appointee  owns  or  within  60  days  preceding  appoint¬ 
ment  has  owned  any  stocks,  bonds,  or  other  financial  interests ;  any  partner¬ 
ships  in  which  the  appointee  is,  or  within  60  days  preceding  appointment 
was,  a  partner ;  and  any  other  businesses  in  which  the  appointee  owns,  or 
within  60  days  preceding  appointment  has  owned,  any  similar  interest. 

A.  Deietions : 

B.  Additions : 

Date ; -  - 

(Signature  of  appointee) 


Attachement  E.  Questions  and  Answers 

1.  Question.  Must  quantitative  information  be  contained  in  the  required 
statement? 

Answer.  No. 

2.  Question.  Must  an  officer  or  director  disciose  what  office  or  directcorship 
he  holds? 

Answer.  No.  He  must  disclose  only  the  name  of  the  corporation  in  which  he 
is  or  was  an  officer  or  director. 

3.  Question.  Must  bank,  buiiding  and  loan,  and  similar  deposits  be  listed? 
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Answer.  It  is  not  necessary  to  list  the  names  of  the  organizations.  Flowever, 
the  words  “hank  deposits,”  “building  and  loan  deposits,”  etc.,  should  be  in¬ 
cluded  in  the  statement. 

4.  Question.  Must  income  or  interest  from  rents  or  mortgages  be  listed? 

Answer.  It  is  sufficient  to  state  this  fact  without  identifying  the  property 

from  which  rental  or  mortgage  income  or  interest  is  derived. 

5.  Question.  Must  shares  of  stock  in  a  corporation  owned  by  spouse  and  form¬ 
ing  part  of  commnnity  property  be  listed? 

Answer.  The  name  of  the  corporation  in  which  the  spouse  owns  shares  should 
be  listed. 

(5.  Question.  Must  the  stock  or  other  holdings  of  an  investment  trust  or  com¬ 
pany  in  which  a  WOC  owns  an  interest  he  identified? 

Answer.  No.  It  is  sulHcient  to  name  the  investment  trust  or  company. 

7.  Question.  Must  the  private  employer  be  listed  if  the  appointee’s  only  finan¬ 
cial  interest  in  the  private  employer  is  salary  received  from  it? 

Answer.  Yes. 

8.  Question.  The  act  requires  liling  of  the  names  of  corporations  in  which  the 
employee  is,  or  witliin  00  days  preceding  appointment  has  been,  an  “officer.” 
M  hat  is  meant  hy  “oflicer”? 

Answer.  “tJHicer”  is  not  defined  in  tlie  law.  Tlie  word  does  not  have  the  same 
legal  meaning  in  all  jurisdictions.  Hence  no  uniform  definition  can  be  given. 
In  general,  it  includes  president,  vice  president,  secretary  and  treasurer,  and,  in 
some  States,  general  manager.  The  only  .safe  rule  that  can  be  laid  down  is  that 
for  the  purposes  of  this  statute  a  person  is  an  officer  of  a  corporation  if  he  is  an 
oflicer  under  the  law  of  the  State  of  its  incorporation. 

9.  Question.  Tlie  act  also  refers  to  partnerships  in  which  appointee  is  a 
partner.  Plow  is  the  word  “partner”  to  be  understood? 

Answer.  The  word  “partner”  must  be  construed  to  include  not  only  general 
partners,  but  all  variations,  such  as  six'cial  partners,  limited  partners,  “silent” 
partners,  and  the  like. 

10.  Question.  Where  a  corporation  in  which  a  WOC  owns  stock  has  subsidi¬ 
aries,  must  the  subsidiaries  be  listed? 

Answer.  Only  if  the  WOC  owns  stocks,  bonds,  or  other  financial  Interests,  as 
such,  in  the  subsidiaries,  or  is  an  officer  or  director  of  such  subsidiaries. 

11.  Question.  Must  United  States  Government  bonds  be  listed? 

Answer.  No. 

12.  Question.  Must  membership  in  social  or  country  clubs  be  listed? 

xVnswer.  No. 

18.  Question.  Must  usual  credit  balances  on  current  merchandise  or  charge 
accounts  he  listed? 

Answer.  No. 

14.  Question.  Is  it  necessary  for  the  required  statements  to  be  notarized,  wit- 
ne.ssed  or  otherwise  autlieiiticated? 

Answer.  This  is  not  required  by  the  law. 

15.  Q.  Are  there  any  legal  penalties  for  incorrect  or  insufficient  information? 

Answer.  Yes,  if  such  information  is  knowingly  and  willfully  false.  Section 

1001  of  title  18,  United  States  Code,  provides  as  follows : 

“Statements  or  entries  generally. 

‘Whoever,  in  any  matter  within  the  jurisdiction  of  any  department  or  agency 
of  the  United  States  knowingly  and  willfully  falsifies,  conceals,  or  covers  up  by 
any  trick,  scheme,  or  device  a  material  fact,  or  makes  any  false,  fictitious,  or 
fraudulent  statements  or  representations,  or  makes  or  uses  any  false  writing 
or  document  knowing  the  same  to  contain  any  false,  fictitious,  or  fradulent  state¬ 
ment  or  entry,  shall  be  fined  not  more  than  .$10,000  or  imprisoned  not  more  than  5 
years,  or  both”  (June  25,  1948,  ch.  645,  sec.  1,  62  Stat  749) 


Exhibit  E 

United  States  Department  of  Commerce,  Business  and  Defe^vse  Services 

Administration 

MANUAL  OF  ADMINISTRATIVE  AND  OPERATING  INSTRUCTIONS 

Interim  Procedure. 

Issuance  date :  December  22,  1955. 

Effective  date :  December  22,  1955. 

Subject:  WOC  appointments  pursuant  to  the  Defense  Production  Act. 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956  207 


SECTION  1.  FUBPOSE 

.01  To  establish  the  required  processing  procedure  for  WOC  appointment 
actions. 

.02  To  assign  action  responsibility  for  the  various  processing  steps  in  con¬ 
nection  with  such  appointments. 

SECTION  2.  PEOCEDURE  FOR  PROCESSING  REQUESTS  FOR  APPOINTIVE  ACTION  FOR 

OPERATING  POSITIONS 

.01  The  administrative  staff,  BDSA,  will  furnish  and  maintain  on  a  current 
basis  for  the  Office  of  Personnel  Management  a  list  of  BDSA  operating  positions 
which  require  that  the  incumbent  personally  possess  outstanding  experience  and 
ability  such  as  could  be  gained  ordinarily  only  by  recent  experience  in  the  in- 
du.stry.  The  administrative  staff  will  also  notify  the  Office  of  Personnel  Man¬ 
agement  speciflcally  of  each  anticipated  vacancy  at  least  45  days  in  advance  of 
the  position  becoming  available  for  new  incumbent  by  use  of  form  WOC-1  (see 
attachment  A). 

.02  The  Office  of  Personnel  Management  will  conduct  a  continuous  search 
for  (pialitied  candidates  available  for  appointment  on  a  full-time  salaried  basis 
among  («)  employees  of  the  Department,  (6)  persons  whose  applications  are 
on  tile  with  the  Department,  (o)  persons  whose  applications  are  on  file  with  the 
Civil  Service  Commission,  and  (d)  persons  available  from  other  recruitment 
sources. 

.02  If  the  Office  of  Personnel  Management  finds  a  candidate  whom  it  .be¬ 
lieves  to  be  qualified  and  available  on  a  full-time,  salaried  basis,  it  will  notify  the 
administrative  staff  b.v  memorandum.  Application  of  such  candidate  will  be 
referred  to  the  appropriate  industry  division  for  consideration.  If  the  candidate 
is  qualified,  his  appointment  will  be  processed  in  line  with  existing  procedures 
for  apiiointment  of  salaried  personnel.  If  the  candidate  is  not  qualified,  the 
Administrator.  BDSA,  will  so  advi.se  the  Director  of  Personnel  by  memorandum, 
giving  detailed,  speidlic  reasons  why  the  candidate  is  not  considered  qualified. 

.(14  If  the  Office  of  Personnel  Management  has  not  located  a  candidate  wdiom 
it  believes  to  be  (jualitied  and  available  on  a  salaried  basis,  it  will  evidence  such 
fact  b.v  signing  and  returning  to  the  BDSA  administrative  staff  a  copy  of  form 
WOC-1  within  .5  days  after  receipt  of  notification  of  specific  vacancy  or  as  soon 
thereafter  as  practicable.  The  administrative  staff  will  then  authorize  the 
appropriate  .Assistant  Administrator  and  division  director  to  proceed  with 
negotiations  to  obtain  from  industr.v  a  qualified  person  to  serve  without  com- 
Iiensatioii.  For  ijurjiose  of  these  negotiations  a  kit  of  informational  material 
will  be  made  available  by  the  administrative  staff.  After  a  proposed  candidate 
tor  WOC  employment  has  been  identified  and  has  agreed  to  serve  without  com¬ 
pensation,  the  division  director  will  be  responsible  for  obtaining  and  submitting 
to  the  administrative  staff  the  following  documents  completely  executed  by  the 
apiilicant ; 

( (/ )  Letter  of  agreement  that  applicant  will  if  appointed  submit  within 
2(1  days  from  date  of  appointment  a  statement  to  be  filed  for  publication  in 
rhe  Federal  Register  in  accordance  with  the  Defense  Production  Act  and 
Executive  Order  10(147  (see  attachment  B,  form  WOG-2). 

(5)  Two  signed  copies  of  Form  57,  Application  for  Federal  Employment. 
'ITiese  forms  must  be  completely  executed.  As  a  minimum,  each  po.sition 
held  during  the  i>ast  15  years  should  be  explained  in  detail  in  the  spaces 
provided  under  item  1(1.  It  is  not  necessary  to  enter  the  exact  amount  of 
present  salary  or  earnings ;  however,  if  the  exact  amount  is  not  entered, 
a  statement  that  present  salary  or  earnings  are  equal  to  or  in  excess  of  the 
base  salary  of  the  position  to  which  he  is  being  appointed  must  be  entered. 

(c)  Four  copies  of  Form  86,  Security  Investigation  Data  for  Sensitive 
Position,  signed  in  duplicate.  Every  question  on  this  form  must  be  answered. 

(d)  One  copy  of  Form  87,  Fingerprint  Chart.  If  the  applicant’s  com- 
lian.v  is  not  equipped  for  taking  finger  prints,  assistance  can  be  obtained 
from  the  local  ijolice  office  or  an.v  field  office  of  the  Civil  Service  Commission. 
If  api)licant  is  in  Washington  at  the  time  this  form  is  given  to  him,  the 
prints  can  be  taken  by  a  representative  of  the  Office  of  Personnel  Mana.ge- 
ment  in  room  5228.  (r'ommerce  Building.  The  form  should  be  si.gned  both 
by  the  applicant  and  by  the  official  taking  the  prints.  All  questions  must 
he  answered. 

.65  In  addition  to  furnishing  the  administrative  staff  with  the  forms  exe¬ 
cuted  by  the  applicant,  specified  in  paragraph  .04,  the  division  director  will 
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submit  a  memorandum  to  the  Director  of  Administration  requesting  that  the 
woe  candidate  be  appointed  to  the  vacancy.  This  memorandum  will  include 
concise  and  specific  statements  with  respect  to  the  circumstances  of  this  appoint¬ 
ment  as  follows : 

(a)  Describing  the  functions  under  the  Defense  Production  Act  which 
the  app(jintee  is  expected  to  perform  and  Ins  responsibilities  and  duties  in 
performing  such  functions.  This  statement  should  be  directed  to  the  spe- 
cifii;  programs  of  the  division  which  will  be  carried  out  during  the  period 
of  tlie  employee’s  incumbency. 

(5)  Showing  wdiy  it  has  been  concluded  that  the  duties  of  the  position 
require  outstanding  experience  and  ability  such  as  could  be  gained  ordinar¬ 
ily  only  by  recent  experience  in  the  industry. 

(c)  Showing  the  appointee's  experience  and  accomplishments  which  jus¬ 
tify  the  conclusion  that  the  employee  has  outstanding  experience  and  ability 
such  as  could  be  gained  ordinarily  only  by  recent  experience  in  the  industry. 

.06  The  administrative  staff  of  IlDSA  will  prepare  and  process  in  BDSA 
Form  SF-r)2,  Request  for  Personnel  Action,  and  forward  it  to  the  Office  of 
I’ersonnel  Management  together  with  the  following  attachments; 

(,(/)  "Certificate  Concerning  Appointment  Without  Compensation”  re¬ 
quired  by  section  710  (b)  (5)  of  the  Defense  Production  Act  of  1050,  as 
amended,  appropriately  signed  by  the  Administrator. 

(5)  Memorandum  including  concise  and  specific  statements  with  respect 
to  the  circumstances  of  this  appointment  as  follows ; 

(1)  Describing  the  functions  under  the  Defense  Production  Act 
V.  hich  the  appointee  is  expected  to  perform  and  his  responsibilities  and 
duties  in  ijerforming  such  functions.  This  statement  should  be  directed 
to  the  specific  programs  of  the  division  which  will  be  carried  out  during 
the  i)eriod  of  the  employee’s  incumbency. 

(2)  Showing  why  it  has  been  concluded  that  the  duties  of  the  posi¬ 
tion  require  outstanding  experience  and  ability  such  as  could  be  gained 
ordinarily  only  by  recent  experience  in  the  industry. 

(3)  Showing  the  appointee’s  experience  and  accomplishments  which 
jtistify  the  conclusion  that  the  employee  has  outstanding  experience  and 
ability  sxich  as  could  be  gained  ordinarily  only  by  recent  experience  in 
the  industry. 

(4)  Referring  to  date  of  notification  received  from  the  Office  of  Per¬ 
sonnel  ilanagement  in  accordance  with  section  2.04  of  this  order. 

(c)  Letter  of  agreement  that  applicant  will  if  appointed  submit  within  30 
days  from  date  of  appointment  a  statement  to  be  filed  for  publication  in  the 
Federal  Register  in  accordance  with  the  Defense  Production  Act  and  Execu¬ 
tive  Order  No.  10G47. 

(d)  Two  signed  copies  of  completely  executed  form  SF-07,  Application 
for  Federal  Employment. 

(e)  Four  copies  of  completely  executed  Form  86,  Security  Investigation 
Data  for  Sensitive  Positions. 

(f)  One  copy  of  executed  form  SF-S7,  United  States  Civil  Service  Com¬ 
mission  Fingerprint  Chart. 

.07  The  Office  of  Personnel  Management  will  complete  the  appointment  proc¬ 
ess,  and  at  an  appropriate  time  prepare  a  memorandum  to  the  Secretary  for  the 
joint  signature  of  the  Director  of  Personnel  and  the  Administrator  of  BSDA 
containing  the  statement  prescribed  in  section  301  (b)  of  Executive  Order  10647 
and  requesting  the  Secretarj^’s  approval  of  the  appointment. 

SECTION  3.  PROCEDURE  FOR  PROCESSI.NG  REQUESTS  FOR  APPOINTIVE  ACTION  FOR  WOC 
CONSULTANTS  A.XD  EXPERTS  ( NO.NOPER.ATING  POSITIONS) 

.01  In  carrying  out  the  responsibilities  under  the  Defense  Production  Act,  it 
is  often  necessary  for  an  industry  division  to  utiliEp  experts  and  consultants 
possessing  outstanding  experience  and  ability  such  as  could  be  gained  ordinarily 
only  by^  recent  experience  in  the  industry.  These  consultants  will  be  used  both 
on  an  intermittent  and  occasional  basis  and  for  the  performance  of  specific 
projects  or  industry  programs.  When  it  is  determined  that  this  type  of  advisory 
or  consultative  position  is  required,  the  Office  of  Personnel  Management  will  be 
notified  immediately. 

.02  The  Division  Director  concerned  will  submit  a  memorandum  to  the  Direc¬ 
tor  of  Administration,  Including  the  following  information  ; 
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(a)  A  brief  description  of  the  project  or  study  or  the  functions  under 
the  Defense  Production  Act  for  which  the  adviser  or  consultant  is  required. 
This  statement  should  be  directed  to  the  specific  programs  of  the  division 
on  which  the  consultant  will  be  working. 

(b)  A  statement  explaining  why  the  duties  of  the  position  require  out¬ 
standing  experience  and  ability  such  as  could  be  gained  ordinarily  only  by 
recent  experience  in  the  industry. 

(c)  An  estimate  of  the  total  man-days  of  employment  which  will  be 
required  and  (to  the  extent  practicable)  when  they  will  be  required. 

(d)  A  statement  of  specific  duties  for  purpose  of  job  classification. 

This  memorandum  together  with  form  \VOC-3  (attachment  C)  will  be  for¬ 
warded  to  the  Office  of  Personnel  Management. 

.03  It  is  usually  important  to  obtain  appointments  expeditiously  for  consulta¬ 
tive  and  advisory  positions  of  the  type  required  in  BDSA  to  carry  out  the  re¬ 
sponsibilities  under  the  Defense  Production  Act.  The  Office  of  Personnel  Man¬ 
agement,  through  its  continuous  search  for  qualified  candidates  available  for 
appointment  on  a  salaried  basis  to  operating  positions,  will  be  cognizant  of  the 
availability  of  any  salaried  employees  for  such  appointment  to  advisory  or  con¬ 
sultative  positions. 

.04  Within  5  days  after  receipt  of  form  WOC-3,  or  as  soon  thereafter  as 
practicable,  the  Office  of  Personnel  iManagenient  will  notify  the  administrative 
staff  by  memorandum  if  a  candidate  has  been  found  whom  it  believes  to  be 
qualified  and  available  to  accept  apiwiutment  to  the  consultative  or  advisory 
position  on  a  salaried  basis.  Application  of  such  candidate  will  be  referred  to 
the  appropriate  industry  division  for  consideration.  If  the  candidate  is  quali¬ 
fied,  his  appointment  will  be  processed  in  line  with  existing  procedures  for 
appointment  of  salaried  personnel.  If  the  candidate  is  not  qualified,  the  Admin¬ 
istrator,  BDSA,  will  so  advise  the  Director  of  Personnel  by  memorandum,  giving 
detailed,  specific  reasons  why  the  candidate  is  not  considered  qualified. 

.05  If  the  Office  of  Personnel  Management  has  not  located  a  candidate  whom 
it  believes  to  be  qualified  and  available  on  a  salaried  basis,  it  will  evidence  such 
fact  by  signing  and  I’eturning  to  the  BDSA  administrative  staff  a  copy  of  form 
WOC-3  within  5  days  after  receipt  of  notification  of  specific  vacancy,  or  as  soon 
thereafter  as  practicable.  The  administrative  staff  will  then  authorize  the 
appropriate  assistant  administrator  and  division  director  to  proceed  with  nego¬ 
tiations  to  obtain  from  industry  a  qualified  person  to  serve  without  compensation. 
For  purpose  of  these  negotiations  a  kit  of  informational  material  will  be  made 
available  by  the  administrative  staff.  After  a  proposed  candidate  for  WOO 
employment  has  been  identified  and  has  agreed  to  serve  without  compensation, 
the  division  dii-ector  will  be  responsible  for  obtaining  and  submitting  to  the 
administrative  staff  the  following  documents  completely  executed  by  the  appli¬ 
cant  : 

(a)  Letter  of  agreement  that  applicant  will  if  appointed  submit  within 
30  days  from  date  of  appointment  a  statement  to  be  filed  for  publication  in 
the  Federal  Register  in  accordance  ufith  the  Defense  Production  Act  and 
Executive  Order  10647  (see  attachment  B). 

(&)  Two  signed  copies  of  Form  57,  Application  for  Federal  Employment. 
These  forms  must  be  completely  executed.  As  a  minimum,  each  position  held 
during  the  past  15  years  should  be  explained  in  detail  in  the  spaces  pro¬ 
vided  under  item  16.  It  is  not  nece.ssary  to  enter  the  exact  amount  of  i)res- 
ent  salary  or  earnings :  however,  if  the  exact  amount  is  not  entered,  a 
statement  that  present  salary  or  earnings  are  equal  to  or  in  excess  of  the 
base  salary  of  the  position  to  which  he  is  to  be  appointed  must  be  entered. 

(c)  Four  copies  of  Form  86,  Security  Investigation  Data  for  Sensitive 
Position,  signed  in  duplicate.  Every  question  on  this  form  must  be  answered. 

(d)  One  copy  of  Form  87,  Finger  Print  Chart.  If  the  applicant’s  company 
is  not  equipped  for  taking  fingerprints,  assistance  can  be  obtained  from  the 
local  police  office  or  any  field  office  of  the  Civil  Service  Commission.  If 
applicant  is  in  Washington  at  the  time  this  form  is  given  to  him,  the  prints 
can  be  taken  by  a  representative  of  the  Olfice  of  Personnel  Management  in 
room  5228,  Commerce  Building.  The  form  should  be  signed  both  by  the 
applicant  and  by  the  official  taking  the  prints.  All  questions  must  be 
answered. 

.06  In  addition  to  furnishing  the  administrative  staff  with  the  forms  executed 
by  the  applicant,  specified  in  paragraph  .05,  the  Division  Director  will  submit  a 
memorandum  to  the  Director  of  Administration  requesting  that  the  WOO  candi- 
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date  he  appointed  to  the  position.  This  memorandum  will  include  a  statement 
showing  tlie  appointee’s  experience  and  accomplishments  wnicn  justify  the  con¬ 
clusion  that  the  einploj'ee  has  outstanding  experience  and  ability  such  a.s  could 
be  gained  ordinarily  only  by  recent  experienc-e  in  the  industry. 

.07  The  administrative  staff  of  IIDSA  will  prepare  and  process  in  BDSA 
Form  SF-52,  Re(iuest  for  Personnel  Action,  and  forward  it  to  the  Office  of  Per¬ 
sonnel  Management  together  with  the  following  attachments : 

(«)  “Certificate  concerning  appointment  without  compensation”  reipiired 
by  section  710  (b)  (5)  of  the  Defense  Production  Act  of  1050,  as  amended, 
appropriately  signed  by  the  Administrator. 

(h)  Memorandum  including  concise  and  specific  statements  with  respect 
to  the  circumstances  of  this  appointment  as  follows : 

(1)  Descrilung  the  functions  under  the  Defense  Production  Act  which 
the  appointee  is  expected  to  perform  and  his  responsibilities  and  duties 
in  performing  such  functions.  This  statement  should  be  directed  to  the 
specific  programs  of  the  Division  on  which  tlie  consultant  will  be 
working. 

(2)  Showing  why  it  has  be<*n  concluded  that  the  duties  of  the  po.si- 
tion  reciuire  outstanding  experience  and  ability  sucli  as  could  be  gained 
ordinarily  only  by  recent  exi)erience  in  the  industry. 

(fi)  Showing  the  appointee’s  experience  and  accomplishments  which 
justify  the  conclusion  that  the  employee  has  outstanding  experience 
and  ability  such  as  could  be  gained  ordinarily  only  by  recent  experience 
in  the  industry. 

(4)  Referring  to  date  of  notification  received  from  the  Office  of  Per¬ 
sonnel  Management  in  accordance  with  section  .3.05  of  this  order. 

(c)  Letter  (jf  agreement  that  applicant  will  if  appointed  submit  within 
30  days  from  date  of  appointment  a  statement  to  be  filed  for  publication  in 
the  Federal  Register  in  accordance  with  the  Defense  Production  Act  and 
Executive  Order  10047. 

{(1)  Two  signed  copies  of  completely  executed  Form  SF-57,  Application 
for  Federal  Employment. 

(c)  Four  copies  of  completely  executed  Form  SF-Sfi,  Security  Investiga¬ 
tion  Data  for  Sensitive  Positions. 

(f)  One  copy  of  executed  Form  SF-S7,  United  States  Oivil  Service  Com¬ 
mission  Finger  Print  Chart. 

.08  The  Office  of  Personnel  Management  will  complete  the  appointment  proc¬ 
ess,  and  at  an  approiu-iate  time  prepare  a  memorandum  to  the  Secretary  for  the 
joint  signature  of  the  Director  of  Per.sonnel  and  the  Admini.strator  of  BDSA 
containing  the  statement  prescribed  in  section  301  tb)  of  Executive  Order  10047 
and  re(iuesting  the  Secretary’s  approval  of  the  appointment. 

SECTION  I.  imvo<;ATioN 

Any  other  orders,  instructions,  procedures,  or  parts  tliereof,  the  provisions  of 
which  are  inconsistent  or  in  conflict  with  the  jirovisions  of  this  ln.struction  are 
hereby  amended  or  superseded  accordingly. 


Attacuiient  a.  Fokm  WOC-1 

Date _ 

Memorandum  to :  Director  of  Personnel. 

From:  Administrator,  BDSA. 

Subject :  Notice  of  V’acancy  in  Operating  Position. 

The  following  position  will  become  vacant  in  BDSA  on  or  about 
- as  a  result  of  the  current  incumbent  completing  his  tour  of  duty ; 

Director,  Iron  and  Steel  Division,  GS- 

IV  e  ha\e  no  candidate  to  propose  for  apiiointment  on  a  full-time,  salaried 
basis.  It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment 
available  to  your  office  a  full-time,  salarieil  applicant  (lualitied  for  this  position. 
In  the  e\0nt  leciuitiiieiit  sources  reveul  no  Qualified  persons  available  to  serve 
in  this  position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and 
return  this  memorandum  indicating  this  fact  in  order  that  action  may  be  insti¬ 
tuted  to  obtain  the  services  of  a  qualified  person  on  a  WOC  basis. 
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Notification  that  no  qualified  salai-ie<l  employee  is  known  to  be  available. 
The  recruitment  .sources  of  this  Office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis. 


(Date)  (Director  of  personnel) 


Att.\ch.ment  B.  Form  WOC-2 


Agreement 

Section  710  (b)  (0)  of  the  Defense  Production  Act  of  1950,  as  amended,  is 
quoted  as  follows : 

“(6)  The  heads  of  the  departments  or  agencies  making  appointments  under 
this  subsection  (b)  shall  file  with  the  Division  of  the  Federal  Register  for 
publication  in  the  Federal  Register  a  statement  including  the  name  of  the 
appointee,  employing  department  or  agency,  the  title  of  his  position,  and  the 
name  of  his  private  employer,  and  the  appointee  shall  file  with  such  division 
for  publication  in  the  Federal  Register  a  statement  listing  the  names  of  any 
corporations  of  which  he  is  an  officer  or  director  or  within  60  days  preceding 
his  appointment  has  been  an  officer  or  director,  or  in  whicb  he  owns,  or  within 
(iO  days  preceding  his  appointment  has  owned,  any  stocks,  bonds,  or  other  financial 
interests,  and  the  names  of  any  partnerships  in  which  he  is,  or  was  within  60 
days  preceding  his  appointment,  a  partner,  and  the  names  of  any  other  businesses 
in  which  he  owns,  or  within  such  (iO-day  period  has  owned,  any  similar  interest. 
At  the  end  of  each  succeeding  6-month  period,  the  apiiointee  shall  file  with  such 
division  for  publication  in  the  Federal  Register  a  statement  showing  any  changes 
in  such  interests  during  such  period.” 

Section  802  (b)  of  Executive  Order  10647  reads  as  follows: 

•‘(b)  All  per.sons  appointed  pursuant  to  the  authority  delegated  by  subsection 
101  (a)  of  this  order  shall,  within  30  days  from  the  date  of  the  appointment, 
file  with  the  Federal  Register  Division  for  publication  in  the  Federal  Register 
a  statement  listing:  (1)  The  names  of  any  corporation  of  which  he  is,  or  within 
60  days  preceding  his  appointment  has  been,  an  officer  or  director ;  (2)  the  names 
of  any  corporation  in  which  he  owns,  or  within  60  days  preceding  his  appointment 
has  owned,  any  stocks,  bonds,  or  other  financial  interests:  (3)  the  names  of 
any  partnerships  in  which  he  is,  or  within  60  days  preceding  his  appointment 
has  been,  a  partner :  and  (4)  the  names  of  any  other  businesses  in  which  he  owns, 
or  within  60  days  preceding  his  appointment  has  owned,  any  similar  interest.” 

I  have  reviewed  the  provisions  of  law  and  Executive  order  stated  herein  and 
■will  comply  with  these  requirements  in  the  event  my  appointment  to  BDSA 
is  consummated. 


(Date)  (Signature) 


Attachment  C.  Form  WOC-3 

Memorandum  to  :  Director  of  Personnel. 

From :  Administrator,  BDSA. 

Subject :  Notice  of  vacancy  in  advisory  or  consultative  position. 

The  services  of  a  qualified  person  are  required  for  the  following  position 
in  BDSA : 

Consultant,  Metal  Cutting  Machinery — GS-15,  Metalworking  Equipment 

Division 

We  have  no  candidate  to  i)ropose  for  appointment  on  a  full-time,  salaried  basis. 
It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment  available 
to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position.  In  the 
event  i-ecruitment  sources  reveal  no  qualified  persons  available  to  serve  in  this 
position  on  a  full-time  salaried  basis,  it  is  requested  that  you  sign  and  return 
this  memorandum  indicating  this  fact  in  order  that  action  may  be  instituted 
to  obtain  the  services  of  a  qualified  person  on  a  WOC  basis. 

Notification  that  no  qualified  salaried  employee  is  known  to  be  available. 
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The  recruitment  sources  of  this  office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time  salaried  basis. 


(Date)  (Director  of  Personnel) 

Policy  and  Regulations  Applicable  to  WOC  Employment 

1.  So  far  as  possible,  operations  under  the  Defense  Production  Act  shall  be 
carried  on  I)y  full-time,  salaried  employees  of  the  Government,  and  appointments 
under  this  authority  shall  lie  to  advisory  or  consultative  positions  only. 

2.  Appointments  to  positions  other  than  advisory  or  consultative  may  be 
made  under  this  order  only  when  the  requirements  of  the  position  are  such  that 
the  incumbent  must  personally  iK)S.sess  outstanding  experience  and  ability  not 
obtainable  on  a  full-time  salaried  basis. 

3.  In  the  appointment  of  personnel  and  in  assignment  of  their  duties,  the 
head  of  the  department  or  agency  involved  shall  take  stei>s  to  avoid,  to  as 
great  an  extent  as  possible,  any  conflict  between  the  governmental  duties  and 
the  private  interests  of  such  iiersonnel. 

•4.  The  requirements  of  the  position  must  be  such  that  the  incumbent  must 
personally  possess  outstanding  exiierience  and  ability  not  obtainable  on  a  full¬ 
time  salaried  basis.  If  the  duties  of  the  proposed  employee  are  of  an  operating 
(as  opiwised  to  an  advisory  or  consultative)  nature,  appointment  may  be  made 
only  after  the  Secretary  of  ('ornmerce  certifies  that  the  duties  require  the  out¬ 
standing  experience  and  aliility  possessed  by  the  proposed  appointee,  and  that 
such  exjierience  and  ability  are  not  obtainable  on  a  full-time  salaried  basis. 

5.  The  position  involved  must  he  cla.ssified  at  grade  GS-15  or  above. 

(i.  The  proposed  WGG  employee  must  have  an  outside  income  in  excess  of 
.$1(),0(»0  per  annum  and  he  must  specify  that  he  wishes  to  be  employed  without 
compensation. 

7.  Non-Government  employment  of  employees-without-compensation  should  be 
of  such  character  as  will  not  prove  embarrassing  to  the  authority  or  raise  ques¬ 
tion  that  information  gained  through  ofiicial  means  is  being  utilized  for  advance¬ 
ment  of  the  employee’s  or  his  friends’  private  interests. 

8.  ApiKiintment  to  a  position  without  compensation  does  not  jirevent  accept¬ 
ance  of  appointment  to  another  Government  position  to  which  compensation  is 
attached.  However,  such  other  emiiloyment  should  not  be  incompatible  with 
service  required  under  WOC  appointment. 

9.  1‘ersoiis  who  are  paid  representatives  of  a  trade  association  will  not  be 
appointed  on  a  without  compensation  basis. 

10.  A  determination  must  he  made  that  any  person  to  he  appointed  on  a  W(X1 
basis  meets  the  following  conditions  : 

a.  Is  not  engaged  in  the  practice  of  law ; 

b.  Is  not  engaged  as,  or  is  not  employed  by  a  private  consultant ;  or 

c.  Has  not  Muthin  1  year  prior  to  his  propo.sed  appointment  as  a  WOC : 

(tt)  Changed  materially  liis  nongovernmental  employment,  or 
(h)  Been  convicted  for  engaging  in  monopolistic  practices. 


Exhibit  F 

Department  of  Commerce, 

Business  and  Defense  Services  Administration, 

December  23, 1955. 

Memorandum  to:  Assistant  Administrators,  Division  Directors,  and  Deputy 
Directors. 

From :  P.  G.  Asher,  Director  of  Administration. 

Subject :  Processing  of  WOC  appointments  pursuant  to  the  Defense  Production 
Act. 

Attached  hereto  is  an  interim  procedure  for  processing  of  WOC  appointments 
pursuant  to  the  Defense  Production  Act.  This  procedure  replaces  the  draft  of 
the  administrative  instruction  which  was  recently  given  to  you  at  the  staff  meet¬ 
ings  of  the  Assistant  Administrators.  Also  attached  is  a  statement  of  policy 
and  regulations  applicable  to  WOC  employment.  This  statement  of  policy  and 
regulations  is  an  excerpt  of  the  policy  statement  contained  in  NPA  General 
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Administrative  Instruction  204-6  and  will  continue  to  be  the  policy  governing 
the  employment  of  WOC’s  until  such  time  as  a  revised  policy  statement  is  issued. 

All  future  appointments  of  WOC’s  to  either  operating  positions  or  consultative 
positions  must  comply  strictly  with  this  interim  procedure.  In  addition,  it  will 
be  necessary  to  complete  the  information  required  by  this  procedure  as  quickly 
as  possible  in  connection  with  the  appointments  of  WOO  employees  in  process 
at  the  present  time. 

The  Assistant  Attorney  General,  Antitrust  Division,  has  also  ruled  that  the 
requirements  of  Executive  Order  10647  (the  requirements  set  forth  in  the  at¬ 
tached  procedure)  must  be  complied  with  on  the  appointment  of  all  WOO  em¬ 
ployees  now  on  the  rolls  appointed  since  August  1,  1955.  Accordingly,  you 
should  proceed  immediately  to  prepare  the  necessary  statements  in  connection 
with  those  employees.  It  is  my  understanding  that  the  Civil  Service  Commission 
plans  to  conduct  an  audit  pursuant  to  Executive  Order  10647  early  in  January. 
It  is,  therefore,  of  the  utmost  importance  that  we  complete  all  of  the  documents 
required  by  Executive  Order  10647  as  soon  as  possible. 


Exhibit  G  . 

Department  of  Commerce, 

Office  of  Personnel  Management, 

Washington  25,  D.  C. 

Exemptions  From  Certain  Conflict  of  Interest  Statutes 

In  accordance  with  section  710  (b)  of  the  Defense  Production  Act  as  amended, 
the  President,  by  Executive  Order  10647,  has  provided  that  persons  employed 
under  that  section  shall  be  exempted  from  certain  conflict  of  interest  statutes 
(namely,  secs.  281,  283,  284,  434,  and  1914  of  title  18,  U.  S.  C.,  and  sec.  190  of  the 
Revised  Statutes  (5  U.  S.  C.  99) ),  except  in  certain  cases  as  specifled  below. 

Accordingly,  as  an  employee  appointed  under  section  710  (b)  of  the  Defense 
Production  Act  of  1950,  as  amended,  you  are  exempted  from  the  operation  of 
the  statutes  mentioned  in  the  preceding  paragraph  except  as  follows : 

1.  Your  exemption  does  not  extend  to  the  negotiation  or  execution  of  Govern¬ 
ment  contracts  with  your  private  employer  or  with  any  corporation,  joint  stock 
company,  association,  firm,  partnership,  or  other  entity  in  the  pecuniary  profits 
or  contracts  of  which  you  have  any  direct  or  indirect  interests. 

2.  Your  exemption  does  not  extend  to  making  any  recommendation  or  taking 
any  action  with  respect  to  individual  applications  to  the  Government  for  relief 
or  assistance,  on  appeal  or  otherwise,  made  by  your  private  employer  or  by  any 
corporation,  joint  stock  company,  association,  firm,  partnership,  or  other  entity 
in  the  pecuniary  profits  or  contracts  of  which  you  have  any  direct  or  indirect 
interest. 

3.  Your  exemption  does  not  extend  to  the  prosecution  by  you,  or  participation 
by  you  in  any  fashion  in  the  prosecution,  of  any  claims  against  the  Government 
involving  any  matter  concerning  which  you  had  any  responsibility  during  this 
employment,  during  the  period  of  such  employment  and  the  further  period  of  2 
years  after  the  termination  of  such  employment. 

4.  Your  exemption  does  not  extend  to  the  receipt  or  payment  of  salary  in  con¬ 
nection  with  your  Government  service  under  this  employment  from  any  source 
other  than  your  private  employer  at  the  time  of  this  appointment. 

Receipt  of  a  copy  of  this  notice  is  hereby  acknowledged. 


(Signature)  (Date) 


Exhibit  H 

United  States  of  Amemca,  Department  of  Commerce 

Manual  of  Orders — Part  1 

Department  Order  No.  77  (amended). 

Date  of  issuance :  August  5,  19.55. 

Effective  date ;  August  5,  1955. 

Subject:  Conflicts  of  interest  and  private  business  activities  of  ofticers  and 
employees. 
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SECTION  1.  PURPOSE 

.01  The  purpose  of  this  order  is  to  outline  the  applicable  statutory  limita¬ 
tions  and  the  regulations  of  the  Department  with  regard  to  conflicts  of  interest 
and  private  business  activities  of  olHcers  and  employees,  thus  providing  (1) 
guidance  to  enable  them  to  protect  the  good  name  of  the  Department,  their 
associates,  and  themselves  for  integrity  and  fairness  in  carrying  out  the  official 
business  of  the  Department,  and  (2)  a  system  of  regulation  which  can  be  ad¬ 
ministered  intelligently  and  flexibly  by  the  head  of  each  bureau. 

.02  The  Agency  Inspection  Staff  established  hy  Department  Order  No.  158, 
is  intended  to  help  achieve  this  purpose,  and  all  employees  are  urged  to  cooperate 
with  the  Agency  Inspection  Staff  to  the  maximum  extent. 

SECTION  2.  POLICY  OF  THE  DEPARTMENT 

01.  Puhlic  TrVKt. — A  public  office  is  a  public  trust.  No  public  officer  can  law¬ 
fully  engage  in  business  activities  which  are  incompatible  with  the  duties  of 
his  office.  He  cannot,  in  his  private  or  official  character,  enter  into  engagements 
in  which  he  has,  or  can  have,  a  conflicting  i>ersonal  interest.  He  cannot  allow 
his  puhlic  duties  to  he  neglected  hy  the  i-eason  of  attention  to  his  private  affairs 
(40  Op.  A.  G.  1S7,  190).  The  foregoing  principles  are  applicable  to  all  employees 
of  the  Department  as  well  as  t(>  all  officers  of  the  Department,  together  with  the 
more  detailed  statutory  and  regulatory  limitations  set  forth  in  this  order.  In 
effect,  these  statutory  and  regulatory  limitations  do  not  add  to  the  substance  of 
the  foregoing  principles,  hut  rather  spell  them  out  and  are  included  in  this  order 
to  provide  further  guidance  based  on  past  experience. 

.02  ffpcciul  ReUition.sliii)  to  the  nusinmi^  Community. — The  close  and  sensi¬ 
tive  relationship  between  the  Department  of  Commerce  and  the  Nation's  business 
community  calls  for  special  vigilance  on  the  part  of  all  officers  and  employees 
to  avoid  even  any  appearance  of  Impropriety.  The  regulations  set  forth  in  this 
order  have  been  adopted  in  order  to  promote  the  efficiency  of  the  service  in  the 
light  of  the  particular  ethical  and  administrative  problems  arising  out  of  the 
work  of  the  Department. 

08.  Limitatiou.t  on  I'riratc  Ra.siac.s.s  Actiritic.H  or  Interests. — It  is  the  policy 
of  the  Department  to  place  us  few  limitations  as  i)ossible  on  private  business 
activities  or  interests  consistent  with  the  puhlic  trust  and  the  effective  per¬ 
formance  of  the  official  business  of  the  Department.  There  is  no  general  statu¬ 
tory  or  regulatory  limitation  on  the  conduct  of  private  business  activities  for 
compensation  by  officers  or  employees  of  the  Department,  when  the  private  activ¬ 
ity  is  not  connected  with  any  business  of  the  Government  with  which  the  employee 
may  have  a  relationship  by  reason  of  his  Government  position.  When  the  private 
business  activity  does  not  touch  ui)on  some  such  interest,  it  may  be  conducted 
if  it  falls  outside  the  statutory  limitations  iind  regulatory  limitations  set  forth 
in  or  pursuant  to  this  order. 

SECTION  3.  ST.VTUTORY  LIMITATIONS 

.01  Certain  statutory  limitations  relating  to  private  business  activities  for 
compensation,  salaries  from  other  sources,  and  gratuities  which  have  Depart¬ 
mentwide  application  are  cited  and  summarized  in  this  section  and  are  hereby 
adojjted  as  administrative  regulations  of  the  Department.  In  case  of  doubt 
on  any  question  of  statutory  application,  the  officer  or  employee  should  consult 
the  text  of  the  statute  itself  and  should  rely  on  legal  counsel. 

1.  Title  18,  S.  C.,  section  216,  prohibits  any  officer  or  employee  of  the 
United  States  from  receiving  any  consideration  for  procuring  any  contract 
with  the  United  States. 

2.  Title  18,  U.  S.  C.,  section  434,  prohibits  anyone  who  is  an  officer,  member, 
or  agent  of  any  private  concern,  or  who  is  directly  or  indirectly  interested 
in  its  pecuniary  profits  or  contracts,  from  acting  on  behalf  of  the  United 
States  in  transacting  business  with  the  concern. 

3.  Title  18,  U.  S.  C.,  section  281.  prohibits  any  officer  or  employee  from 
receiving  or  agreeing  to  receive,  any  compensation  for  any  services  rendered 
by  himself  or  another  in  relation  to  any  proceeding,  contract,  claim,  con¬ 
troversy,  charge,  or  other  matter  in  which  the  United  States  is  directly  or 
indirectly  interested  before  any  executive  agency  of  the  Government. 

4.  Title  18,  U.  S.  C.,  section  283,  prohibits  any  officer  or  employee  from 
acting  as  agent  or  attorney,  or  assisting,  in  the  prosecution  of  any  claim 
against  the  United  States. 
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5.  Title  18,  U.  S.  C.,  section  284,  prohibits  former  officers  <and  employees 
within  two  years  after  their  employment  by  the  United  States  Government 
ceases,  from  prosecuting,  or  from  acting  as  counsel,  attorney,  or  agent  for 
processing,  any  claim  against  the  United  States  involving  any  subject  matter 
directly  connected  with  which  such  person  was  employed  or  performed  duty. 

6.  Title  5,  U.  S.  C.,  section  99,  prohibits  officers  and  employees  from  prose¬ 
cuting  any  claim  against  the  United  States  which  was  pending  in  any  of 
the  Departments  during  their  employment,  and  prohibits  them  from  aiding 
in  the  prosecution  of  such  a  claim  for  two  years  after  such  employment. 

7.  Title  18,  U.  S.  C.,  section  1914,  prohibits  any  Government  official  or 
employees  from  receiving  any  salary  for  the  services  performed  by  him 
for  the  Government  of  the  United  States  from  any  source  other  than  the 
Government  of  the  United  States,  except  as  may  be  contributed  out  of  the 
treasury  of  any  State,  county,  or  municipality. 

8.  Title  18,  U.  S.  C.,  section  202,  provides  that  any  officer  or  employee  who 
asks,  accepts,  or  receives  any  bribe  with  intent  to  have  his  decision  or  action 
on  any  question,  matter,  cause,  or  proceeding  which  may  at  any  time  be 
pending,  or  which  may  by  law  be  brought  before  him  in  his  official  capacity, 
or  in  his  place  of  trust  or  profit,  influenced  thereby,  shall  be  fined  not  moi’e 
than  three  times  the  amount  of  money  or  value  of  the  thing  so  asked,  accepted 
or  imprisoned  not  more  than  three  years,  or  both,  and  shall  forfeit  his 
government  position  and  thereafter  he  disqualified  from  holding  any  office 
of  honor,  trust,  or  profit  under  the  United  States. 

.02.  Some  of  the  statutes  described  in  Section  3.01  apply  only  partially  to 
certain  persons  employed  under  section  710  (b)  of  The  Defense  Production  Act 
of  19.50,  as  amended  (50  U.  S.  C.  App.  2160  (b)  ;  Executive  Order  No.  10182  as 
amended  by  Executive  Order  No.  10205). 

SECTION  4.  EEGULATORY  LIMITATIONS 

.01  The  regulatory  limitations  set  forth  in  this  section  cover  private  business 
transactions  or  private  arrangements  for  personal  profit  including  economic 
interests,  and  private  speaking,  writing,  teaching  and  consuitative  services. 

1.  Oratvitics. — No  officer  or  employee  of  the  Department  may,  either  indi¬ 
vidually  or  as  a  member  of  a  group,  directly  or  indirectly,  ask,  accept,  or 
receive  any  gift,  favor,  service,  loan  or  entertainment,  which  might  rea¬ 
sonably  be  interpreted  as  tending  in  any  degree  to  influence  the  performance 
of  his  official  duties,  from  any  person  whom  he  may  reasonably  expect  to 
he  affected  by  the  jierformance  of  his  official  duties,  or  with  whom  he  has 
had,  or  reasonably  may  exjTect  to  have  official  relations. 

2.  Interference  with  duties. — No  officer  or  employee  of  the  Department 
may  engage,  directly  or  indirectly,  in  any  private  business  transaction  or 
lirivate  arrangement  for  personal  profit  which  tends  in  any  way  and/or 
in  any  substantial  degree  to  interfere  with  the  performance  of  his  duties 
in  the  Department. 

3.  Discredit,  criticism,  or  emharrassment  to  the  Department. — No  officer 
or  employee  of  the  Department  may  engage,  directly  or  indirectly,  in  any 
private  business  activity  or  private  arrangement  for  personal  profit  which 
may  reasonably  he  expected  to  reflect  discredit  on  the  Department  or  be¬ 
come  a  source  of  criticism  or  embarrassment  to  the  Department. 

4.  Capitalisation  of  official  position,  information,  or  resources. — No  officer 
or  employee  of  the  Department  may  engage,  directly  or  indirectly,  in  any 
private  business  transaction  of  private  arrangement  for  personal  profit 
which  involves  or  permits  the  capitalization  of  his  official  title,  by  himself 
or  others,  or  which  may  reasonably  be  construed  by  the  public  as  accruing 
from,  being  based  upon,  or  utilizing,  his  official  iwsitioii  or  authority,  or 
resources  or  information  not  available  to  the  general  public,  to  which  he 
has  access  by  reason  of  his  position  or  authority.  (With  regard  to  use  of 
official  title  in  speaking,  writing,  or  teaching,  see  Section  6.03  3) 

5.  Prejudice  to  impartial  iudfjment. — No  officer  or  employee  of  the  De¬ 
partment  may  engage,  directly  or  indirectly,  in  any  private  business  activity 
or  private  arrangement  for  personal  profit  which  may  reasonably  be  ex¬ 
pected  to  result  in  a  conflict  of  interest  which  woidd  tend  to  prevent  him  from 
exercising  impartial  judgment  on  behalf  of  the  Department. 

6.  Disqualifi cation  when  impartial  judgment  map  be  prejudieed. — No  of¬ 
ficer  or  employee  of  the  Department  may  participate  in  or  attempt  to  in¬ 
fluence  in  any  way,  directly  or  indirectly,  any  official  transaction,  or  nego- 
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tiations  relating  thereto,  or  decision  wliich  affects  chiefly  any  private  person 
or  organization  (1)  by  whom  he  has  been  employed  or  with  whom  he  has 
had  any  substantial  ec'onomic  interest  within  two  years  pi-ior  to  the  time 
of  such  transaction  of  business,  (2)  with  whom  he  has  any  substantial 
economic  interest  at  the  time  of  such  transaction  or  decision,  or  (3)  with 
whom  he  has  arranged  or  is  negotiating  for  subsequent  employment  or 
business  relations,  except  with  express  prior  authorization  as  provided  for 
in  Section  6. 

7.  Disclosure  of  commercial  or  economic  information . — No  otRcer  or  em¬ 
ployee  of  the  Department  may  divulge  any  restricted  commercial  or  eco¬ 
nomic  information  to  any  unauthorized  person ;  release  any  commercial  or 
economic  information  in  advance  of  the  time  prescribed  for  its  autborized 
issuance ;  or  make  use  of,  or  permit  others  to  make  use  of,  any  comnierciai 
or  economic  information  for  ijrivate  purposes  on  a  basis  of  advantage  not 
available  to  the  general  public. 

8.  t^pcculution. — No  oflicer  or  employee  of  the  Department  may  participate 
directly  or  indirectly  in  any  transaction  concerning  the  purchase  or  saie  of 
corporate  stocks  or  bonds  or  commodities  for  speculative  purposes,  as  dis¬ 
tinguished  from  bona  tide  investment  purposes  (Federal  Personnel  Manual, 
C2-20). 

9.  Itciyrcsentation  of  non-Governmenfal  interests  iy  current  employees.— 
No  officer  or  employee  of  the  Department  may  represent  any  non-govern¬ 
mental  Interest  in  any  matter  which  involves  any  case  or  matter  about  which 
such  person  has  acquired  knowledge,  or  has  taken,  or  may  take  action  in 
connection  with  his  official  duties. 

10.  Transaction  of  business  with  persons  who  "‘Change  Sides.” — No  officer 
or  employee  of  the  Department  shall  transact  official  business  with  any  person 
who  during  or  within  two  years  after  his  employment  by  the  United  States 
Government  is  known,  or  reasonably  believed  to  be,  representing  any  non¬ 
governmental  interest  in  any  specific  case  or  matter  about  which  such  person 
has  acquired  knowledge  or  has  taken  action  in  connection  with  his  official 
duties,  except  after  prior  authorization  as  provided  for  in  Section  6. 

11.  Utilization  of  Government  time  or  resources. — No  officer  or  employee 
shall  utilize,  or  permit  others  under  his  control  to  utilize.  Government  time 
or  resources,  directly  or  indirectly,  for  any  activity  other  than  (1)  official 
business,  or  (2)  an  activity  authorized  as  provided  for  in  Section  0. 

12.  Instruction  for  a  Civil  Service  examination. — No  officer  or  employee  of 
the  Department  may  instruct,  directly  or  indirectly,  or  be  concerned  in  any 
manner  with  the  instruction  of,  any  person  or  class  of  persons  with  a  view 
to  their  special  preparation  for  a  civil  .service  examination  (Executive  Order 
No.  9367). 

1.3.  Contracts  between  the  Government  and  its  employees. — No  officer  or 
employee  of  the  Department  may  enter  into  a  contract  with  the  Government, 
except  after  prior  authorization,  as  provided  for  in  Section  6.  (See  Comp¬ 
troller  General's  ruling  in  27  Comp.  Gen.  735,  736. ) 

SECTION  5.  SUPPLEMENT.VUY  KEGUL.VTIONS  OE  PUIMARY  ORGANIZATION  UNITS 

.01  Each  primary  organization  unit  is  hereby  authorized  and  directed  to  pre¬ 
scribe,  after  clearance  with  the  Director  of  Agency  Inspection,  such  additional 
regulations  not  inconsistent  with  this  order  as  may  be  necessary  to  effectuate 
the  general  purpose  of  this  order  in  the  light  of  their  individual  operating  require¬ 
ments,  including  but  not  limited  to  pjertinent  statutory  provisions,  such  as :  35, 
U.  S.  C.  4  (I’atent  Office)  ;  49  U.  S.  C.  421  (Civil  Aeronautics  Administration)  ; 
46,  U.  S.  C.  1111  (b)  (Maritime  Administration)  ;  and  certain  provisions  of  the 
Defense  Production  Act  of  1950  (Business  and  Defen.se  Services  Administration 
and  any  other  primary  organization  unit  affected) . 

.02  Such  regulations  shall  have  the  same  force  and  effect,  and  involve  the 
same  penalties,  as  restrictions  and  requirements  .set  forth  in  this  order. 

SECTION  G.  ADMINISTRATION 

.01  Indirect  activity. — The  administrative  regulations  of  this  order,  both  the 
statutory  provisions  adopted  as  administrative  regulations  in  Section  3  and  the 
regulations  in  Section  4,  together  with  the  responsibility  for  obtaining  prior 
authorization  in  accordance  with  this  section,  appiy  equally  when  the  private 
activity  is  undertaken  by  any  other  person  acting  for  or  in  concert  with  an  officer 
or  employee  of  the  Department. 
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.02  Rcsponsihility  of  officers  or  employees. — Unless  the  proposed  activity 
clearly  does  not  involve  any  question  relating  to  a  limitation  or  requirement  set 
forth  in  or  pursuant  to  this  order,  it  is  the  personal  responsibility  of  each  officer 
or  employee  who  undertakes  any  form  of  nonofficial  or  private  activity  or  arrange¬ 
ment  for  protit  to  ascertain  that  his  activity  or  arrangement  for  profit  is  permis¬ 
sible  under  this  order.  To  ascertain  this  point,  he  should  obtain  written  prior 
authorization  of  the  activity  as  provided  for  in  this  section.  Each  employee 
granted  such  authorization  is  responsible  for  confining  such  activity  or  arrange¬ 
ment  to  the  scope  and  intent  of  the  authorization.  If  circumstances  change,  or 
the  nature  or  extent  of  the  activity  or  arrangement  changes  in  such  manner  as  to 
involve  the  possibility  of  a  violation  of  a  limitation  or  requirement  prescribed  in 
or  pursuant  to  this  order,  the  officer  or  employee  is  responsible  for  obtaining 
further  written  prior  authorization  before  continuing  in  the  activit.y  or 
arrangement. 

.03  Authori::ations. — All  requests  for  authorizations  required  under  Section  4, 
or  made  by  an  officer  or  employee  in  accordance  with  this  Section,  shall  be 
addressed  to  the  head  of  the  primary  organization  unit  concerned,  or  his  desig¬ 
nated  representative.  When  granted,  authorizations  will  be  in  writing  and  a 
copy  of  each  authorization  will  he  filed  in  the  employee’s  official  personnel  file. 

1.  In  case  of  doubt,  or  upon  the  request  of  an  officer  or  employee  con¬ 
cerned,  cases  or  questions  will  be  forwarded  to  the  Director  of  Agency 
Inspection  for  decision. 

2.  Where  an  activity  requested  to  be  authorized  can  be  conducted  as 
official  business,  it  shall  not  be  authorized  as  a  private  activity,  but  rather 
must  be  conducted  as  official  business.  If  an  activity  has  some  of  the  char¬ 
acteristics  of  official  business  and  some  of  the  characteristics  of  private 
business,  and  if  it  is  not  practicable  to  keep  official  business  separate  from 
private  business,  it  shali  be  classified  for  the  purposes  of  this  order  as 
private  business. 

3.  Where  authorizations  involve  speaking,  writing,  or  teaching,  use  of  the 
official  title  of  an  officer  or  employee  for  identification  purposes  may  be 
authorized,  provided  the  officer  or  employee  makes  it  clear  that  his  state¬ 
ments  and  actions  are  not  of  an  official  nature. 

4.  If  an  authorization  has  been  granted  for  a  specific  activity  or  arrange¬ 
ment,  and  the  activity  or  arrangement  is  subsequently  deemed  to  constitute 
a  violation  of  the  limitations  or  requirements  prescribed  in  or  pursuant  to 
this  order,  the  officer  or  employee  concerned  shall  be  notified  in  writing  of 
the  cancellation  of  the  authorization  and  shall  modify  or  stop  the  activity 
involved. 

.04  Violations. — Violation  of  or  failure  to  comply  'with  any  limitation  or 
requirement  set  forth  in  or  pursuant  to  this  order  will  be  cause  for  disciplinary 
action,  ranging  from  warning  to  removal,  in  accordance  with  the  gravity  of  the 
offense. 

.().■!  ResponsihUity  of  Heads  of  Primary  Organization  Units. — 

1.  Heads  of  primary  organization  units  and  their  designated  representa¬ 
tives  ai-e  responsible  for  enforcement  of  the  requirements  set  forth  in  this 
order. 

2.  As  soon  as  practicable  after  issuance  of  this  order,  heads  of  primary 
organization  units  shall  undertake  a  systematic  review  of  activities  and 
interests  within  the  purview  of  this  order  and  take  such  action  as  may  be 
necessary  to  result  in  compliance  with  this  order. 

3.  Questionable  cases  may  be  referred  to  the  Director  of  Agency  Inspection 
for  decision. 

.06  Interpretations  and  Exceptions. — 

1.  Questions  relating  to  the  interpretation  of  this  order  should  be  referred 
to  the  Director  of  Agency  Inspection  for  clarification  or  decision. 

2.  Within  the  limits  of  administrative  discretion  permitted  to  the  Depart¬ 
ment,  exceptions  to  the  pi’ovisions  of  this  order  may  be  granted  from  time 
to  time  in  i;nusual  cases  by  the  Director  of  Agency  Inspection,  whenever  the 
facts  indicate  that  such  an  exception  would  promote  the  efficiency  of  the 
service.  Each  request  for  such  an  exception  shall  be  submitted  in  writing 
to  the  head  of  the  primary  organization  unit  concerned,  or  his  designated 
representative,  and  shall  contain  a  full  statement  of  the  justification  for  the 
request.  Such  requests  shall  be  forw’arded  to  the  Director  of  Agency  Inspec¬ 
tion  by  the  head  of  the  primary  organization  unit  concerned,  or  his  desig¬ 
nated  representative. 
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SECTION  7.  EFFECT  ON  OTHER  ORDERS 

01  This  order  supersedes  Department  Order  No.  77,  dated  June  27,  1947, 
Administrative  Order  No.  202-26  (Amended),  dated  September  11,  1950,  and 
Administrative  Circular  No.  113,  dated  December  22, 19.50. 

.02  Any  other  orders  or  parts  of  orders,  the  provisions  of  which  are  incon¬ 
sistent  or  in  conflict  with  the  provisions  of  this  order,  are  hereby  amended  or 
superseded  accordingly. 

Sinclair  Weeks,  Secretary  of  Commerce. 


[Transmittal  letter  dated  January  25, 1956] 

United  States  Civil  Service  Commission 
July  1  to  December  31, 1955 

WASHINGTON,  D.  C. 

PERIODIC  SURVEY  OF  APPOINTMENTS  UNDER  AUTHORITY  OF  THE 
DEFENSE  PRODUCTION  ACT  AND  EXECUTIVE  ORDER  10647 

Report  of  Survey  Under  Paragraph  710  (b)  (7)  of  the  Defense  Production 
Act  and  Section  350  (a)  of  Executive  Order  10647 

INTRODUCTION 

The  Defense  Production  Act  of  1950  as  amended  hy  Public  Law  295,  84th  Con- 
gre.ss,  and  Executive  Order  10647  signed  hy  I'resident  Eisenhower  on  November 
28,  1955,  require  the  Chairman  of  the  Civil  Service  Commission  to  survey  ap¬ 
pointments  made  under  the  authority  of  subsections  710  (b)  and  710  (c)  of  the 
act  and  to  reixjrt  his  findings  to  the  President  and  to  the  Joint  Committee  on 
Defense  Production.  Public  Law  295  was  approved  on  August  9,  1955,  but  its 
provisions  became  effective  as  of  tlie  close  of  July  31,  1955. 

The  first  survey  by  the  Chairman  of  the  Civil  Service  Commission  would  ordi¬ 
narily  have  covered  the  3-month  period  beginning  August  1,  1955,  and  ending 
October  31,  1955.  However,  tlie  Civil  Service  Commission  and  the  other  inter¬ 
ested  agencies  were  aware  of  the  preparation  of  an  Executive  order,  necessitated 
by  the  change  in  the  legislation,  further  controlling  the  employment  of  experts 
and  consultants  under  the  Defense  Production  Act  and  providing  guidelines  to 
the  Chairman  of  the  Civil  Service  Commission  as  to  the  scope  and  content  of 
such  surveys.  This  survey  report  was  therefore  delayed  pending  the  issuance 
of  the  Executive  order.  Executive  Order  10647  was  issued  by  President  Eisen¬ 
hower  on  November  28,  1955.  The  Executive  order  provided  that  all  persons 
previously  appointed  under  Executive  Order  10182,  as  amended,  who  were  still 
employed  on  the  date  of  this  Executive  order,  should  be  deemed  for  all  purposes 
to  have  been  appointed  under  this  order  and  to  be  subject  to  its  provisions. 
Thirty  days  from  the  date  of  the  order  were  allowed  for  the  filing  of  the  state¬ 
ments  required  under  subsections  302  (a)  and  302  (b).  The  Department  of 
Justice  has  ruled  that  sections  301  (a)  and  (b)  do  not  apply  to  appointments 
made  prior  to  August  1,  1955.  This  period  allowed  by  the  President  for  com¬ 
pliance  led  us  to  delay  completion  of  the  survey  until  after  the  30  days  had 
elapsed.  The  following  survey  report  therefore  covers  appointments  made  under 
Executive  Order  10182  for  the  period  July  1  through  July  31,  1955,  and  appoint¬ 
ments  made  under  the  amended  Defense  Production  Act  and  Executive  Order 
10647  for  the  period  August  1  through  December  31,  1955.  These  surveys  will 
hereafter  be  made  and  reported  upon  a  quarterly  basis ;  the  next  report  will  cover 
the  quarter  ending  March  31,  1956. 

While  there  were  a  large  number  of  WOC’s  separated  from  July  1  through 
December  31,  1955,  it  is  also  true  that  thei-e  were  substantial  reasons  for  this 
action. 

A  high  percentage  of  WOC’s,  who  at  some  period  in  the  past  had  been  called  for 
duty,  were  carried  on  agency  rolls  on  a  standby  basis  just  in  the  event  they  might 
be  needed  again.  Agencies  were  reluctant  to  remove  such  individuals  from  the 
rolls  because  they  had  gone  through  all  the  clearance  procedures  with  regard 
to  these  individuals  and  it  was  much  easier  to  keep  them  on  a  standby  basis  than 
to  again  clear  them  in  the  event  of  future  need.  The  amendment  of  the  Defense 
Production  Act  with  its  requirement  that  these  individuals  and  the  agencies  file 
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much  more  elaborate  statements  with  the  Federal  Register  created  two  additional 
reactions : 

First,  the  agencies  reviewed  their  lists  of  standby  appointees  and  eliminated 
many  for  whom  they  had  no  immediate  need. 

Second,  many  individuals  on  the  rolls  prior  to  the  establishment  of  the  new  re¬ 
quirements  did  not  elect  to  stay  on  the  rolls  and  file  the  detailed  and  elaborate 
statements  required  by  the  amended  act. 

Many  of  these  individuals  either  resigned  or  were  in  the  process  of  submitting 
their  resignations  at  the  time  of  the  attached  survey.  In  the  cases  of  those 
where  the  resignation  processes  had  not  been  completed  at  the  cutoff  date,  their 
names  are  given  in  the  survey  in  compliance  with  section  .304  of  Executive  Order 
10647  as  being  in  technical  violation  of  its  provisions.  In  those  instances,  this 
should  not  be  construed  as  any  reflection  either  upon  the  individual  named  or 
uiKjn  the  agency. 

The  enactment  of  the  amendments  to  the  Defense  Production  Act,  Public  Law 
295,  and  the  provisions  contained  therein  authorizing  the  President  to  establish 
and  train  a  nucleus  executive  reserve  for  employment  in  executive  positions  in 
Government  during  i)eriods  of  emergency,  eliminated  the  necessity  for  holding 
many  of  the  former  WOC’s  on  a  standby  basis.  The  acceptance  by  the  Congress 
of  the  reserve  program  provided  adequately  for  the  maintenance  of  an  active 
group  that  would  be  available  in  an  emergency  and  permitted  agencies  to  remove 
those  WOC’s  from  the  rolls  who  had  been  carried  as  a  part  of  the  pilot  program 
for  such  an  executive  reserve. 

Statistical  Summary 
I.  Appointees  icithout  compensation 


Agency 

WOC’s 
under 
Executive 
Order  10182 
on  rolls 
July  1, 
1955 

WOC’s 
appointed 
July  1- 
Dec.  31, 
1955 

WOC’s 
separated 
July  1- 
Dec.  31, 
1955 

WOC’s 
on  rolls 
Dec.  31, 
1955 

Number  in 
advisory 
positions 

Number  in 
other  than 
advisory 
positions 

Commerce - - - 

158 

19 

139 

38 

13 

25 

Office  of  Defense  Mobiliza- 

tion _  -- 

101 

12 

49 

64 

62 

2 

Interior.-  . . . 

37 

0 

36 

1 

0 

1 

Defense: 

Office  of  Secretary . . 

2 

0 

2 

0 

0 

0 

Army  . . . 

23 

2 

1 

24 

24 

0 

Air  Force _ _ _  .. 

1 

4 

1 

4 

4 

0 

General  Services  Administra- 

tion  - . . . . 

3 

0 

2 

1 

1 

0 

Interstate  Commerce  Com- 

mission . 

5 

0 

0 

5 

5 

0 

Total... . . 

330 

37 

230 

137 

109 

28 

JI.  Consultants  and  experts,  WAE,  not  to  exceed  $50  per  day 


Agency 

WAE’s  on 
rolls  July  1, 
1955 

WAE’s  ap¬ 
pointed, 
July  1-Dec. 
31,  1955 

WAE’s  sep¬ 
arated 
July  1-Dec. 
31,  1955 

Total  WAE’s 
on  rolls  as 
of  Dec.  31, 
1955 

Commerce _ _ _ _ 

11 

1 

0 

12 

Office  of  Defense  Mobilization .  . . . 

42 

15 

0 

57 

Interior _ _ _ 

2 

5 

0 

7 

Defense  Department: 

Office  of  Secretary. _ _ 

2 

0 

0 

2 

Army _ 

0 

64 

0 

64 

Air  Force  _ _ _ 

0 

0 

0 

0 

General  Services  Administration _ 

13 

0 

8 

5 

Interstate  Commerce  Commission _ _ 

5 

0 

0 

6 

Total _ _ _ 

75 

85 

8 

152 

220  DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


Summary  by  Agencies 

COMMERCE 

On  July  1,  1955,  the  Department  of  Commerce  had  158  appointees  on  the  rolls 
under  section  710  (b)  of  the  Defense  Production  Act  and  Executive  Order 
10182.  Between  July  1  and  December  31,  1955,  there  were  19  new  appointments 
and  139  separations  so  that  as  of  December  31,  1955,  just  38  individuals  were 
carried  on  a  VVOC  basis  under  the  authority  of  the  Defense  Production  Act.  All 
of  these  separations  occurred  between  August  1  and  November  28.  The  Depart¬ 
ment  has  tailed  to  comply  with  the  requirements  of  Executive  Order  10647  in 
certain  respects,  and  these  ommissious  are  detailed  below. 

The  four-point  certiticatiou  required  by  section  301  (a)  of  Executive  Order 
10647  was  made  lor  all  WOO  appointees  between  August  1  and  December  31, 
1955.  The  certiticatiou  also  appears  in  the  personnel  folder  of  each  WOO  em¬ 
ployee  on  the  rolls  as  of  December  31, 1955. 

With  two  exceptions,  there  is  a  detailed  and  satisfactory  position  description 
in  the  folder  of  each  1V  (  >C  appointee  which  is  acceptable  as  the  validating  state¬ 
ment  on  point  No.  1  of  301  (b) . 

However,  points  2,  3,  and  4  of  301  (b)  were  not  validated  in  any  of  the  per¬ 
sonnel  folders  inspected  for  appointments  made  between  August  1  and  December 
31,  1955.  There  were  20  such  cases.  The  agency  is  placing  this  material  in  its 
liles  as  quickly  as  it  can  be  .secured. 

Information  required  by  sections  302  (a)  and  (b)  had  been  published  in  the 
Federal  Register  for  all  WOO  appointees,  as  of  the  date  of  the  inspection,  with 
the  exception  of  Kay  W.  Ireland.  The  statement  for  Kay  W.  Ireland  was  published 
on  January  7, 195ti. 

The  Department  has  done  a  complete  and  effective  job,  on  the  whole,  in  develop¬ 
ing  operating  procedures  and  written  instructions  covering  WOC  appointments. 
The  written  instructions  and  related  forms  developed  by  the  Department  cover 
(1)  a  signed  agreement  by  each  prospective  appointee  that  he  will  comply  with 
the  requirements  of  the  Executive  order  on  listing  of  tinancial  assets,  (2)  a 
form  recording  statement  of  tinancial  Interests,  (3)  a  form  listing  changes  in 
tinancial  interests,  (4)  a  four-point  certification  form  to  cover  the  requirements 
of  section  301  (a),  (5)  waiver  of  compensation  form,  and  (tJ)  a  form  to  be 
signed  by  appointee  covering  exemptions  from  certain  conflict  of  interests  statutes. 

Each  of  the  position  descriptions  reviewetl  for  WOC  appointees  clearly  sets 
forth  the  restrictions  imposed  by  the  Department  which  limit  the  appointee  to 
advice  on  policy  matters  but  no  responsibility  for  policy  decisions.  There  is 
attached  a  complete  set  of  Department  forms  and  written  instructions  on  WOO 
appointments. 

At  a  meeting  on  January  6,  1956,  we  discussed  with  personnel  oflicials  tech- 
ui(iues  to  obtain  expeditious  civil  service  clearance  on  requests  for  certification 
to  those  positions  in  Business  and  Defense  Services  Administration  which  are 
contemplated  for  filling  by  WOC  appointees.  This  discussion  was  aimed  at  meet¬ 
ing  the  Department’s  responsibility  for  the  validation  statement  to  support  the 
Department's  certification  that  it  was  not  able  to  obtain  a  person  with  the  neces¬ 
sary  qualifications  on  a  full-time  salaried  basis. 

On  July  1,  1955,  the  Department  of  Commerce  had  11  appointees  on  its  rolls 
under  the  authority  of  section  710  (c)  of  the  Defense  Production  Act  and  section 
101  (b)  of  Executive  Order  10182.  There  was  just  one  additional  appointment 
in  the  0-months’  period  between  July  1,  and  December  31,  1955.  The  folders  of 
all  12  appointees  were  reviewed.  All  were  found  to  be  qualified  and  to  be 
properly  serving  in  consultant  positions. 

OFFICE  OF  DEFENSE  MOBII.IZ.VTION 

On  July  1,  1955,  the  Office  of  Defense  Mobilization  had  101  appointees  on  the 
rolls  under  section  101  (a)  of  Executive  Order  10182.  In  the  period  between 
July  1  and  August  1,  1955,  six  additional  appointments  were  made  under  the  pro¬ 
visions  of  the  old  Executive  order.  Between  August  1,  the  effective  date  of  Pub¬ 
lic  Law  295,  the  amended  Defense  Production  Act.  and  November  28,  1955,  the 
date  of  Executive  Order  10647,  six  additional  ap])ointments  were  made.  Between 
July  1,  and  August  1,  1955,  two  WOC  consultants  were  separated.  Between 
August  1  and  Novemlter  28,  1955,  an  additional  18  were  separated,  Jind  between 
November  28  and  December  31,  1955,  29  more  were  taken  from  the  rolls.  There¬ 
fore,  as  of  December  31,  1955,  the  Office  of  Defense  Mobilization  had  a  total  of 
64  persons  serving  without  compenstation  under  the  provisions  of  the  Defense 
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Production  Act.  None  of  the  six  individuals  apijointed  between  August  1  and 
November  28, 1955,  were  removed. 

A  review  of  the  individual  files  indicated  that  all  of  the  64  individuals  who 
were  on  the  rolls  as  of  December  31,  1955,  had  filed  the  financial  statements 
required  by  sections  302  (a)  and  (b)  of  the  Executive  order.  The  files  also 
contained  the  written  certification  by  the  head  of  the  agency,  required  by 
section  301  (a)  of  the  Executive  order,  as  w’ell  as  the  supporting  statements 
required  by  section  301  (b).  These  statements  were  reviewed  and  adequately 
covered  the  required  points. 

Appointments  made  under  the  authority  of  subsection  710  (c)  of  the  Defense 
Production  Act  and  section  101  (b)  of  Executive  Order  10647  were  also  reviewed. 
These  are  appointments  of  experts  and  consultants  at  not  to  exceed  $50  per 
day.  A  review  of  the  file  in  each  of  these  cases  indicated  that  the  individuals 
had  been  appointed  to  expert  and  consultant  positions  and  that  each  of  the 
appointees  was  qualified  for  such  appointment,  except  in  one  case.  We  are 
giving  this  ca.se  further  review  and  will  advise  the  agency  of  our  findings. 

AVith  regard  to  our  inquiry  as  to  steps  taken  to  insure  that  WOO  employees 
are  used  in  an  advisory  capacity  only  in  connection  with  policy  decisions, 
we  were  advised  that  the  Director  of  the  Office  of  Defense  Mobilization  has 
stated  repeatedly  in  his  staff  meetings  that  WOC  employees  are  to  be  used 
in  an  advisory  capacity  only  in  connection  with  policy  decisions.  Where  there 
is  any  doubt  in  a  particular  case,  the  Director  has  instructed  Assistant  Directors 
and  staff  unit  heads  to  bring  the  case  to  his  personal  attention  for  decision. 
In  addition,  the  Director  personally  authorizes  all  WOC  appointments.  Before 
authorizing  the  appointment  of  AVOC  personnel,  he  questions  closely  the  duties 
that  will  be  performed  and  makes  sure  that  personnel  appointed  as  AVOC’s 
are  to  be  used  in  an  advisory  capacity  only. 

The  Office  of  Defense  Mobilization,  in  order  to  avoid  conflict  between  interests 
of  private  individuals  and  Government,  has  all  actions  reviewed  for  jjossible 
conflict  of  interests  by  the  personnel  office,  after  which  the  actions  are  reviewed 
for  the  same  purpose  by  the  General  Counsers  office.  Recommendations  are 
then  made  to  the  Director  as  to  whether  he  should  approve  or  disapprove  the 
appointment  from  a  conflict-of-interest  standpoint.  In  the  period  November 
28  to  December  31,  1955,  there  were  29  separations  of  AA^OC  employees  in  this 
agency.  All  of  these  employees  had  been  appointed  prior  to  August  1,  1955. 
■  Statements  were  not  filed  with  the  Federal  Register  with  regard  to  any  of 
the.se  29  individuals  who  were  sei)arated  during  the  30-day  compliance  period 
authorized  by  the  Executive  order. 

The  Office  of  Defense  iMobilization  gave  us  the  following  reasons  for  this 
procedure : 

“There  were  a  number  of  different  reasons  for  terminations  during  that 
period,  such  as  refusal  of  the  employee  to  file,  failure  to  file  by  the  date  required, 
no  anticipated  need  for  advisory  services  in  the  near  future,  and  conclusion 
of  the  part-time  assignment  for  which  they  had  been  employed.  No  attempt 
was  made  to  secure  financial  statements  from  WOC’s  terminated  prior  to 
December  28,  since  the  only  remedy  for  failure  to  file  on  the  due  date  was 
termination  of  the  WOC  employment.  If  the  occasion  should  arise  for  future 
services  of  any  per.son  whose  AVOC  appointment  has  been  terminated,  he  will 
be  required,  of  course,  to  file  a  statement  at  that  time.  Of  the  29  separated, 
20  were  never  in  a  duty  status  after  November  28.  The  remaining  9  were  in 
duty  status  only  1  day.” 


INTEEIOK 

On  .July  1,  19.55,  the  Department  of  the  Interior  had  on  its  rolls  37  appointees 
under  section  710  (b)  of  the  Defense  Production  Act.  Between  August  1  and 
November  28,  1955,  36  of  these  AA^OC  employees  were  separated  so  that  on 
November  28,  1955,  there  was  only  1  employee  on  the  rolls  under  this  authority. 
No  new  appointments  were  made  under  the  provisions  of  the  Defense  Production 
Act  during  this  6-months’  period. 

In  the  case  of  the  one  individual  who  was  still  on  the  rolls  as  of  December 
31.  1955,  it  was  found  that  all  of  the  provisions  relating  to  material  to  be 
published  by  the  Federal  Register  had  not  been  met.  The  4-point  certification 
and  the  sup])orting  statements  required  by  sections  301  (a)  and  (b)  of  the 
Executive  order  were  in  the  file  and  adequately  covered  the  required  points. 

During  the  6-month  period  between  .Tuly  1  and  December  31,  1955,  the  Depart¬ 
ment  of  the  Interior  appointed  five  consultants  and  experts  under  the  provisions 
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of  section  710  (c)  of  the  Defense  Ih-oduction  Act  and  Section  101  (b)  of 
Executive  Order  10047.  Two  .such  employees  previously  on  the  rolls  were 
continued  during  this  period.  An  examination  of  the  tiles  in  each  of  these 
cases  indicated  that  these  individuals  are  serving  in  consultant  and  expert 
positions,  are  proiwly  qualilied  for  these  positions,  and  have  not  violated 
the  1-year  time  limit  covering  such  appointments. 

1)KP.\RTMENT  OF  DEFENSE 

Office  of  the  f^ccrelarii 

On  .July  1.  lOo.l,  the  Office  of  the  Secretary  of  Defense  had  two  individuals 
serving  under  the  autliority  of  section  710  (h)  of  the  Defense  I’roduction  Act 
and  section  101  (a)  of  Executive  Order  10182.  Roth  of  these  individuals 
^vei-p.  separated  liefore  August  1,  lii.j.o.  There  have  lieen  no  appointments  under 
this  authority  during  the  6  months’  period  beginning  July  1,  lO,")."). 

On  July  1,  l!t.o5,  the  Ottice  of  the  Secretary  had  two  consultants  and  experts 
.serving  under  the  provisions  of  section  710  (c)  of  the  Defense  Production  Act 
and  section  101  (1))  of  Executive  Order  10182.  These  2  individuals  were  con¬ 
tinued  tlirougliout  tile  0  months’  pei'iod.  Their  files  were  examined  and  hotli 
were  found  to  he  in  consultant  or  expert  positions,  and  were  qualified  for  such 
positions. 

Arnnj 

On  July  1,  lO.")."),  tliere  were  22  individuals  serving  witliout  comi)ensation  in 
the  Department  of  tlie  Army  under  tlie  authority  of  section  710  (h)  of  the 
Defense  Production  Act  and  section  101  (a)  of  Executive  Order  10182.  On 
.Inly  21,  Itt.l.o,  one  resignation  was  received.  In  tlie  period  between  August  1 
ami  Novenilier  28,  l!!.').'t,  two  additional  appointments  were  made.  As  of  Decem- 
lier  21,  lO."!;").  tliere  wen*  24  individuals  carried  on  the  rolls  under  this  authority. 
In  our  review  of  the  tiles  we  found  that  the  following  persons  failed  to  com¬ 
ply  with  section  202  (a)  and  section  202  (b)  of  Executive  Order  1!)(;47 : 

Emory  IM.  Ford  William  IMeans  Day 

Robert  .1.  Bowman  Chester  F.  Ogden 

James  S.  Rush 

Mr.  Ford  sulunitted  Ids  resignation,  effective  Decemlier  22,  lii.’i.j.  The  Director 
of  Personnel  advised  that  the  other  WOC  consultants  who  had  not  tiled  the 
material  required  liy  section  202  (li)  would  not  lie  called  to  duty  and  it  is  ex¬ 
pected  that  tlieir  resignations  will  lie  sulunitted  in  the  near  future. 

With  regard  to  the  remaining  1!)  WOO’s  in  the  Department  of  the  Array, 
it  was  found  that  all  of  the  information  recpdred  by  section  202  (a)  and  sec¬ 
tion  202  (I))  of  the  Executive  order  liad  lieen  filed  and  pulilished  by  the  Fed¬ 
eral  Register.  However,  the  material  in  the  case  of  Ren.jamin  B.  Mathis  was 
filed  on  Decemher  20,  lO.i.o,  2  da.vs  after  the  specified  compliance  period. 

The  Iteiiartment  of  the  Army  has  issued  no  new  regulations  on  the  use  of 
WOP’S  in  an  advisory  capacity  only  in  connection  with  policy  decisions.  Its  in¬ 
structions  concenung  appointments  of  consultants  and  experts  are  contained  in 
Army  Civilian  Personnel  Circular  A7.(!.  Its  provisions  are  as  follows: 

Jri.Y  29,  19.52  CPU  A7.G 


.Sec'tio.n  (!.  Appointment  of  Consult .ints  and  Expeuts 


[Transmittal  letter  dated  .January  25,  1956] 


Paragraph 


General _ 6-1 

Definitions _ 0-2 

Legal  basis _ 6-.s 

Authority  to  appoint _ 6-4 


Paragraph 


Department  of  the  Army  policy _ 6-5 

Processing  appointment  documents _ 6-6 

Termination  of  ai)pointments _ 6—7 

Periodic  submission  of  employment 
data _ 6-S 


GENER.VL 

6.1.  This  section  will  govern  appointments  to  all  positions  as  consultants  and 
experts  where  the  purpose  of  the  appointment  is  to  .secure  personal  services  to 
he  rendered  direct  to  or  under  the  direct  sui)ervi.sion  of  the  Department  of  the 
Army.  Services  of  auxiliar.v  chaplains  will  be  obtained  in  accordance  with 
AR  600-62.').  Where  the  services  of  a  firm  or  corporation  are  t('  he  procured  or 
wliere  the  item  desired  is  an  end  product  such  as  completed  plans  or  survey 
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reports  prepared  by  architects  or  engineers,  or  organizations  thereof,  the  serv¬ 
ices  should  he  obtained  under  the  procedure  set  forth  in  Armed  Services  Procure¬ 
ment  Regulation  and  Army  Procurement  Procedure  (par.  l-5b).  CPR  R2  con^ 
tains  no  instructions  on  recruitment  or  selection  of  consultants  and  experts; 
consequently,  there  are  no  requirements  to  be  observed  except  those  stated  in 
this  section.  These  positions  are  not  sub.iect  to  either  civil-service  laws  or 
the  Classification  Act.  Consultants  and  experts  may  be  employed  on  a  full¬ 
time,  part-time,  or  when-actually-employed  basis,  sub.iect  to  the  limitations  set 
foi-th  in  paragraph  (l-oA.  CPR  FI2  contains  instructions  concerning  estahlishr 
ment  of  tours  i>f  duty. 

DKFlNlTIONS 

CoiisuJtants 

6.2.  a.  Consultants  are  those  employees  who  are  api)ointed  to  certain  posi¬ 
tions  which  involve  only  furnishing  advice  and  counsel,  as  required,  in  accom¬ 
plishment  of  certain  highly  specialized  functions.  App(nntees  to  consultant 
positions  may  perform  duties  such  as  conferring  periodically  with  operating 
officials  and  recommending  solutions  for  problems  of  a  highly  technical  nature, 
serving  as  technical  advisers  in  regard  to  projects  essential  to  operational 
activities,  assisting  operating  olficials  in  devising  new  and  highly  .specialized 
methods  or  techniques  of  operations,  and  acting  in  consultative  capacity  as 
specialists  in  a  highly  technical  field  of  knowledge.  Consultants  will  not  be  as¬ 
signed  to  operational  activities  except  as  necessary  in  the  performance  of  .such 
duties  outlined  above,  since  their  function  is  to  advise  rather  than  to  execute. 

Expertu 

h.  Experts  are  those  employees  who  are  appointed  to  positions  the  duties 
and  responsibilities  of  which  are  to  perform  regular  services  of  a  highly  tech¬ 
nical  or  administrative  nature  essential  to  the  accomplishment  of  certain  spe¬ 
cialized  functions.  Appointees  to  such  positions  normally  will  perform  duties 
such  as  developing  and  putting  into  effect  solutitons  of  operating  problems  of  a 
hi.Ldily  technical  nature,  supervising  the  execution  of  highly  technical  functions, 
conducting  responsible  activities  which  are  an  integral  part  of  operating  pro¬ 
cedures,  and  making  operational  decisions  as  specialists  in  a  highly  technical 
field  of  knowledge.  Though  their  service  normally  is  intermittent  and  not  con¬ 
tinuous,  experts  may  have  continuing  operational  responsibilities  during  each 
period  of  actual  duty,  since  their  primary  function  is  to  carry  out  specialized 
operations  for  which  training  and  experience  qualify  them. 

Consultants  without  compensation  {WOG) 

e.  Consultants  employed  without  compensation,  referred  to  as  “WOC,”  are 
those  consultants  who  agree  to  serve  without  compensation  and  who  sign  a 
waiver  to  that  effect  (par.  6-6c). 

LEGAL  BASIS 

General  authoritij  to  employ  consultants  and  experts 

6-3.  a.  Permanent  basic  authority  for  appointment  of  consultants  and  experts 
is  provided  in  section  l.j,  act  August  2,  1946  (60  Stat.  810;  U.  S.  C.  55a),  as 
follows ; 

“The  liead  of  any  department,  when  authorized  in  an  appropriation  or 
otlier  Act,  may  procure  the  temporary  (not  in  excess  of  one  year)  or  inter¬ 
mittent  services  of  experts  or  consultants  or  organizations  thereof,  includ¬ 
ing  stenographic  reporting  services,  by  contract,  and  in  such  cases  such 
service  shall  be  without  regard  to  the  civil-service  and  classification  laws 
(but  as  to  agencies  subject  to  the  Classification  Act  at  rates  not  in  excess 
of  the  per  diem  equivalent  of  the  highest  rate  payable  under  the  Classifica¬ 
tion  Act,  unless  other  rates  are  specifically  provided  in  the  appropriation 
or  other  law)  and,  except  in  the  case  of  stenographic  reporting  services  by 
organizations,  witliout  regard  to  section  3709,  Revised  Statutes  as  amended 
by  this  Act.” 

Annual  appropriation  acts  providing  funds  for  the  Department  of  the  Army 
implement  the  above  statute  by  permitting  the  employment  of  consultants  and 
experts  at  rates  of  pay  not  in  excess  of  $50  per  diem. 

(Special  authority  under  Defense  Production  Act  of  1950 

b.  Section  710,  Defense  Production  Act  of  1950  (64  Stat.  819,  50  App.  U.  S.  <1 
2160),  permits  the  employment  of  consultants  and  experts  under  regulations 
prescribed  by  the  President,  either  on  a  per  diem  basis  (not  in  excess  of  $50 
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I)er  day)  or  without  compensation.  This  authority  is  limited  to  those  func¬ 
tions  specifically  authorized  by  the  Defense  Production  Act  of  1950  and  persons 
so  appointed  are  exempt  from  the  operation  of  certain  provisions  of  the  Criminal 
Code  of  the  Ignited  States  which  restricts  the  outside  business  interests  and 
associations  of  Federal  employees.  Executive  Order  10182,  November  21,  1950, 
as  amended  by  Executive  Order  10205,  January  16,  1951,  prescribes  the  con¬ 
ditions  under  which  such  appointment  may  be  made  and  the  extent  to  which 
the  statutory  exemptions  may  be  enjoyed.  Officers  responsible  for  the  selec¬ 
tion  and  supervision  of  such  experts  and  consultants  should  familiarize  them¬ 
selves  with  the  standards  of  conduct  established  by  the  President  and  .should 
admonish  appointees  to  do  likewise.  In  summary,  the  President’s  regulations 
provide  that— 

(1)  Consultants  (WOC)  appointed  in  accordance  thei’ewith  are  exempt 
from  the  operations  of  sections  281,  28:i,  284,  484,  and  1914,  title  18,  United 
States  Code,  and  section  190,  Revi.sed  Statutes  (5  U.  S.  C.  99),  which 
relate,  respectively,  to  officers  and  employees  receiving  compensation  for 
services  in  collection  with  any  proceeding  or  matter  in  which  the  Govern¬ 
ment  is  an  interested  party,  aiding  or  assisting  in  the  prosecution  of  any 
claim  against  the  United  States  involving  sul'ject  matter  on  which  em¬ 
ployed  by  the  Government,  acting  as  agent  of  the  United  States  in  dealing 
with  any  business  enterprise  in  which  the  agent  has  a  pecuniary  interest, 
receipt  of  salary  from  a  private  source  for  services  rendered  to  the  United 
States,  and  acting  as  agent  or  attorney  for  a  period  of  2  years  after  ter¬ 
mination  of  Federal  employment  in  any  claim  which  was  pending  in  any 
department  during  the  period  of  such  oini)loyment. 

(2)  Consultants  and  experts  so  appointed  on  a  compensatory  basis  are 
exempt  from  ail  of  the  above  statutory  restrictions  except  sections  434 
and  1914,  title  18,  United  States  Code,  which  relate,  respectively,  to  acting 
as  agent  of  the  United  States  in  dealing  with  private  business  in  which  the 
agent  has  any  interest  and  receipt  of  salary  from  a  private  .source. 

(3)  The  above  exemptions  do  not  extend  to  situations  in  which  the  con¬ 
sultant  or  expert  concerned  participates  in  an  active  or  advisoi-y  capacity 
with  respect  to  transactions  between  the  United  States  and  his  private 
employer  or  other  business  entity  in  which  he  has  any  direct  or  indirect 
pecuniary  interest.  Accordingly,  while  many  of  the  specific  statutory  I'e- 
strictions  referred  to  in  Alt  COO-205  are  waived  to  the  extent  outlined 
above,  the  standards  of  ethical  conduct  set  forth  in  those  reguiations  are 
equally  applicable  to  consultants  and  exirerts  appointed  under  this  sub- 
paragraph.  Consultants  (WOC)  may  not  receive  salary  or  other  emolu¬ 
ment  for  their  services  to  the  Government  from  any  source  other  than  the 
private  employer  at  time  of  appointment. 

(4)  Statements  inchiding  the  name  of  the  appointee,  type  of  appointment 
(WOC  or  per  diem  basis),  title  of  position,  and  name  of  private  employer 
shall  be  filed  with  the  Division  of  the  Federal  Register  for  each  appoint¬ 
ment  so  made,  which  statements  shall  be  open  to  public  inspection.  (This 
requirement  will  be  met  by  the  Office,  Secretary  of  the  Army,  as  provided 
in  par.  6-6b.) 

AUTHORITT  TO  APPOINT 

Consultants  (WOC) 

G-A.  a.  Appointment  of  consulants  (WOC)  in  either  the  departmental  or  field 
services  and  under  either  the  general  or  special  statutes  cited  above  may  be 
effected  only  after  prior  approval  by  the  Secretary  of  the  Army.  Requests  for 
such  approval  will  be  addressed  through  appropriate  channels,  to  the  Office, 
Secretary  of  the  Army,  Washington  25,  D.  (5.,  Attn :  Administrative  Assistant. 
Each  such  request  will  be  accompanied  by  a  properly  executed  Application  for 
Federal  Emn'oyment  (Short  Form)  (Standard  Form  60)  and  will  include  the 
following  information : 

(1)  Period  of  service  (estimated  number  of  working  days  in  fiscal  year 
on  which  services  will  be  needed ) . 

(2)  Mission  to  l>e  accomplished  (problem  to  be  solved,  project  established 
etc.,  described  as  specifically  as  possible) . 

(3)  Field  of  siiecialized  knowledge  in  which  work  is  to  be  performed, 
with  brief  outline  of  his  functions. 

(4)  Rfeume  of  the  training  and  experience  qualifying  the  individual  for 
appointment. 
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(5)  Circumstances  which  make  it  impossible  or  impracticable  to  secure 
personnel  of  the  required  knowledge  through  regular  means  of  recruitment, 
such  as  transfer,  detail,  or  civil-service  channels. 

(6)  A  statement  of  the  individual’s  private  business  interests. 

Appointments  to  be  made  under  Executive  Order  10182,  as  amended,  so  as 

to  secure  for  the  appointee  the  benefit  of  the  statutory  exemptions  provided 
therein,  also  will  be  supported  by  a  certification  from  the  head  of  the  recommend¬ 
ing  service,  army,  or  independent  command  that  the  appointment  is  necessary  in 
order  to  carry  out  a  specific  function  delegated  or  assigned  to  the  Department 
of  the  Army  under  the  Defense  Production  Act  of  1950 ;  the  individual  person¬ 
ally  possesses  outstanding  experience  or  ability  not  obtainable  on  a  full-time, 
salaried  basis;  and  that  the  duties  of  the  individual  will  be  consultative  or 
advisory  only  and  will  conform  to  the  limitations  outlined  in  paragraph  6-3b  (3). 

Consultants  and  experts 

b.  Authority  for  the  appointment  in  the  field  service  of  consultants  and  experts 
compensated  on  a  per  diem  basis  who  are  employed  pursuant  to  the  general 
authority  cited  in  paragraph  (J-3a  is  delegated  to  major  commands  indicated  in 
paragraph  l-2d.  This  authority  may  be  redelegated  to  lower  echelons  which  have 
demonstrated  a  need  for  consultative  or  expert  services.  Authority  to  appoint 
consultants  and  experts  employed  on  a  per  diem  basis  under  Executive  Order 
10182,  as  amended  (par.  6-3b),  is  likewise  delegated  to  major  commands.  This 
authority,  however,  may  not  be  redelegated.  Authority  to  process  personnel 
actions,  including  appointments,  in  the  departmental  service  for  consultants  and 
experts  employed  on  a  per  diem  basis  pursuant  to  either  the  general  or  special 
authority  cited  above  is  delegated  to  major  commands. 

DEPARTMENT  OF  THE  AEMT  POLICY 

Purpose 

6-5.  a.  The  clear  purpose  of  both  the  general  and  the  special  statutory 
authorities  to  employ  consultants  and  experts  is  to  make  available  to  the  Depart¬ 
ment  of  the  Army  highly  specialized  services  which  normally  could  not  be  ren¬ 
dered  by  employees  in  classified  positions.  It  is  the  policy  of  the  Department  to 
use  this  authority  as  sparingly  as  possible  and  to  limit  the  employment  of  con¬ 
sultants  and  experts  carefully  to  those  cases  in  which  the  desired  services  cannot 
be  performed  by  present  employees  of  the  Department  and  cannot  be  obtained 
through  normal  civil-service  procedures.  The  appointment  of  consultants  and 
experts  is  not  authorized  in  order  to  evade  civil  service  rules  and  regulations  by 
assigning  to  such  personnel  duties  which  could  be  performed  in  a  regularly  clas¬ 
sified  position.  Individuals  will  not  be  appointed  as  consultants  or  experts  as  a 
means  of  placing  them  on  the  payroll  while  action  is  pending  on  their  commission 
as  an  officer  or  their  appointment  to  a  regular  civil-service  position.  Persons 
separated  from  military  service  of  civil-service  positions  ordinarily  will  not  be 
appointed  as  consultants  or  experts  to  perform  the  same  duties  as  those  previously 
assigned,  nor  to  perform  duties  of  a  continuing  position  required  in  connection 
with  a  normal  activity. 

Periods  of  service 

b.  Appointments  of  consultants  and  experts  will  be  limited  to  the  period  during 
which  the  need  for  their  services  can  be  anticipated,  but  in  no  case  beyond  the 
end  of  the  current  fiscal  year  in  which  the  appointment  is  made.  Except  in  the 
case  of  auxiliary  chaplains  who  are  employed  in  accordance  with  AR  600-635, 
consultants  and  experts  may  serve  for  a  period  not  to  exceed  90  working  days 
within  any  fiscal  year  (under  either  the  original  appointment  or  any  extension 
thereof)  without  restriction  on  continuous  service  within  that  maximum.  This 
90-day  period  will  be  comprised  of  the  days  on  which  the  employee  actually  is 
called  to  duty,  without  regard  to  hours  of  work  performed.  Any  exception  to 
this  policy  will  be  submitted  to  the  Office,  Secretary  of  the  Army,  Washington  25, 
D.  C.,  Attention :  Administrative  Assistant,  for  prior  approval. 

PROCESSING  APPOINTMENT  DOCUMENTS 

6-6.  Although  the  authorizing  statute  specifies  that  services  may  be  procured 
“by  contract,”  consultants  and  experts  who  render  personal  services  and  are 
compensated  on  a  time  basis  are  “civilian  employees”  of  the  Department  and  are 
subject  to  the  usual  requirements  and  procedures  of  appointment  applicable  to 
employees  appointed  under  schedule  A  authority  (secs.  5  and  9). 
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Notifl<;<itian  of  personnel  action  (Standard  Form  50) 

a.  The  appointing  officer  will  prepare  Standard  P’orin  50  effecting  tl>e  action, 
which  will  serve  as  evidence  of  the  contract  contemplated  by  section  15,  act 
August  2,  1946  (60  Stat.  810;  ,5  U.  S.  C.  44a).  The  title  “Consultant,”  or  “Ex¬ 
pert,”  or  “Consultant  (WOC),”  will  be  used  to  identify  all  such  personnel.  The 
term  “Consultant  to  the  Secretary  of  the  Army”  is  to  be  applied  only  to  per¬ 
sons  actually  appointed  by  the  Secretary  of  the  Army  to  serve  in  his  immediate 
office  or  render  advice  and  counsel  to  him  or  his  staff.  Authority  for  the  appoint¬ 
ment  of  consultants  and  experts,  unless  under  Executive  Order  10182,  Novem¬ 
ber  21,  1950,  as  amended,  will  be  shown  as  “Act  of  August  2,  1946  (60  Stat.  806).” 
If  apiwintineiit  is  made  under  Executive  Order  10182,  enter  as  the  authority  for 
the  appointment  on  Standard  Form  50  the  specitic  s(>cfion  of  the  order  under 
which  the  action  is  being  taken.  For  consultants  and  experts  who  are  com¬ 
pensated  on  a  per  diem  basi.s,  enter  “Section  101  (b),  E.  O.  10182”;  for  con¬ 
sultants  who  are  employed  on  a  without  compensation  (WCC)  basis,  enter 
“Section  101  (a),  E.  O.  10182.”  A  statement  limiting  the  tenure  of  appoint¬ 
ment  not  to  exceed  the  end  of  the  fiscal  year  in  which  appointed,  the  number 
of  days  actual  service  authorized,  whether  the  consultant  or  expert  is  l)eing 
appointed  on  a  full-time,  part-time,  or  when  actually  employed  basis  and,  if  a 
consultant  (WOC).  the  date  of  the  letter  of  authority  from  the  Office  of  the 
Secretary  of  the  Army  will  be  recorded  on  Standard  Form  .50  in  accordance  with 
CPU  Rl.‘ 

Office,  Secretary  of  the  Army,  records 

b.  If  the  appointment  of  a  consultant  or  expert  compensated  on  a  per  diem 
basis  is  made  under  Executive  Order  10182,  as  amended,  information  on  each 
appointment  at  the  time  effected  will  be  furnished  ))y  letter  with  a  certitica- 
tion  to  the  Office,  Secretary  of  the  Army,  Washington  25.  1  *.  C.,  Attn  :  Adminis¬ 
trative  Assistant.  Each  letter  will  contain  the  name  of  the  apixdntee,  his 
title,  a  brief  description  of  the  duties  performed,  the  section  of  the  Executive 
ftrder  under  which  appointed,  the  name  of  his  private  em])loyer,  and  a  brief 
description  of  his  experience  and  abilities.  A  certification  by  the  head  of  the 
apiiointing  agency  identical  to  that  required  for  consultants  (WOO)  in  para¬ 
graph  (i-4a  will  be  furnished  with  the  letter.  The  data  thus  received  will  be 
maintained  as  the  central  source  of  information  for  the  Civil  Service  Com¬ 
mission  and  for  reporting  to  the  division  of  the  Feder.al  Register  under  the 
terms  of  the  Executive  order  (par.  6-:5b  (4) ). 

Waiver  of  compensation 

c.  Each  consultant  appointed  without  comi)ensation  will  be  required  to  sign 
a  waiver  of  compensation  in  substantially  the  following  form  : 

I,  the  undersigned,  having  made  an  offer  of  my  service  to  the  Government 
of  the  United  States  as  (description  of  work)  on  a  voluntary  basis  and  with¬ 
out  compensation  therefore,  and  in  consideration  of  the  acceptance  of  said 
offer,  do  herel)y  for  myself,  my  heirs,  and  assigns  forever  discharge  and  release 
the  Government  of  the  United  States  from  any  claims,  suits,  or  demands  which 
I  or  my  heirs  or  assigns  may,  can,  or  shall  have  in  connection  with  any  vol¬ 
unteer  services  for  the  Government  of  the  United  States. 


(Signature) 


(Date) 


(Witness) 

This  waiver  is  required  to  protect  the  Government  against  future  claims  for 
services  I’endered  under  agreements  with  individuals  to  serve  without  comi)eusa- 
tion.  It  is  authorized  for  use  only  in  connection  with  employments  of  consultants 
(WOC).  See  paragraph  1-5  on  the  acceptance  of  voluntary  and  gratuitous 
services. 

Extension  of  appointment 

d.  Extensions  of  appointments  of  consultants  and  experts  will  be  made  in  the 
same  manner  as  new  appointments.  If  continuity  of  appointment  status  is  de¬ 
sired,  the  action  must  be  processed  immediately  after  the  expiration  date  of  the 
prior  appointment.  The  authorization  of  an  extension  of  an  appointment  cannot 
be  made  retroactively  effective.  Standard  Form  50  effecting  the  extension  will 
be  prepared  in  accordance  with  CITl  Rl.  If  there  is  any  break  in  service  be- 
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tween  the  date  of  expiration  of  appointment  and  date  of  the  extension,  the  new 
action  must  l)e  designated  as  a  new  apiwintment  and  not  as  an  extension. 

TEKMINATION  OF  APPOINTMENTS 

(i-7.  Appointing  offlcei's  may  terminate  apiKiintmeuts  of  experts  or  consultants 
at  any  time  prior  to  the  end  of  the  fiscal  year.  Standard  form  50  will  be  prepared 
only  for  those  cases  where  termination  is  effected  prior  to  the  end  of  the  fiscal 
year,  since  the  appointments  automatically  ex:pire  at  the  end  of  that  period. 
Upon  termination  of  appointment  or  expiration  of  authority  without  authoriza¬ 
tion  extension,  the  official  personnel  folder  for  the  consultant  or  expert  affected 
will  be  transmitted  to  the  Federal  Records  Center,  General  Services  Administra¬ 
tion,  1724  Locust  Street,  St.  Louis  3,  Mo.,  as  prescribed  in  CPU  Rl. 

PERIODIC  SUBMISSION  OF  EMPLOYMENT  DATA 

Consultants,  eJ-pcrts,  and  consultants  (WOC)  appointed  under  act  August  2,  IP.'tG 
G-8.  a.  The  Office  of  Civilian  Personnel,  Office  Secretary  of  the  Army,  will  make 
informal  periodic  requests  to  ma,ior  commands  for  the  submission  of  informa¬ 
tion  on  a  command-wide  basis  relating  to  the  employment  of  consultants,  experts, 
and  consultants  (WOC)  who  are  appointed  pursuant  to  the  act  August  2,  1946. 
Such  requests  will  be  made  at  least  once  annually,  but  may  be  more  often  if 
need  for  such  information  arises.  Accordingly,  major  commands  should  maintain 
in  readily  available  form  such  information  as  is  indicated  below. 

(1)  Name  of  each  consultant,  expert,  and  consultant  (WOC)  on  rolls  dur¬ 
ing  reporting  period. 

(2)  Designation  (either  consultant,  expert,  or  consultant  (WOC)). 

(3)  I'er  diem  rate  of  pay  (excluding  consultants  (WOC)). 

(4)  Number  of  days  of  service  rendered  during  reporting  period  (com¬ 
prises  all  days  on  which  called  to  duty  without  regard  to  hours  of  work 
performed ) . 

(5)  General  statement  of  the  types  of  projects  on  which  consultants  and 
experts  were  engaged  during  the  reporting  period,  with  a  brief  resum§  of  the 
duties  performed  under  each  jiroject. 

Report  of  consultants,  experts,  and  consultants  (WOC)  appointed  under  Execu¬ 
tive  Order  10182,  as  amended  (Defense  Production  Act  of  lOSO)  (Reports  Con¬ 
trol  Symbol  USCSC-1011) 
b.  Section  304,  Executive  Order  10182,  specifie.s — 

At  least  once  every  3  months,  the  Chairman  of  the  United  States  Civil  Service 
Commission  shall  survey  appointments  made  under  this  order  and  shall  repiort 
his  findings  to  the  President  and  make  such  recommendations  as  he  may  deem 
proper. 

In  order  to  comply  with  this  requirement,  continental  and  oversea  commands 
■which  employ  consultants,  experts,  or  consultants  (WOC)  under  Executive 
Order  10182,  as  amended,  will  furnish  to  the  Office,  Secretary  of  the  Army, 
Washington  25,  D.  C.,  attn  :  Administrative  Assistant,  the  information  specified 
below  on  a  commandwide  basis.  This  report  will  be  made  ipiarterly  and  will  be 
forwarded  to  reach  the  address  specified  not  later  than  the  10th  of  the  month 
following  quarterly  iieriods  ending  on  the  last  day  of  April,  July,  October,  and 
January. 

(1)  A  listing  of  all  consultants,  experts,  and  consultants  (WOC)  who 
were  on  the  rolls  during  the  reporting  quarter. 

(2)  The  date  of  each  appointment,  the  section  101  (a)  or  101  (b)  of  the 
order  under  which  appointed,  and  the  title  of  the  position  to  which 
appointed. 

(3)  The  total  number  of  days  the  employee  served  during  the  reporting 
quarter  and,  in  the  ca.se  of  xier  diem  employees,  the  per  diem  rate  of  pay. 

During  the  iieriod  of  July  1  to  August  1,  1955,  the  Department  of  the  Army 
appointed  60  consultants  and  experts  under  the  provisions  of  section  101  (b) 
of  Executive  Order  10182  and  section  710  (c)  of  the  Defense  Production  Act. 
Three  additional  appointments  were  made  between  August  1  and  November  28, 
and  one  appointment  was  made  between  November  28  and  December  31,  1955. 
Therefore,  as  of  the  close  of  the  6-month  period  covered  by  this  survey,  there 
were  64  consultants  and  experts  serving  in  the  Department  of  the  Army  under 
this  authority.  The  files  were  reviewed  in  the  64  cases  and  it  was  found  that  in 
every  instance  the  individual  was  properly  serving  in  a  con.sultant  or  expert 
position  and  that  each  was  qualified  for  the  position. 
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DEa?ARTMENT  OF  DBW.NSE 

Air  Force 

On  July  1,  1955,  the  Department  of  the  Air  Force  had  one  individual  serving 
under  the  authority  of  section  710  (b)  of  the  Defense  Production  Act  and  sec¬ 
tion  101  (a)  of  Executive  Order  10182.  Between  August  1  and  November  28, 
1955,  4  additional  appointments  were  made  and  1  separation  occurred.  No 
appointments  were  made  between  November  28,  and  December  31,  1955,  so  that 
as  of  the  close  of  the  6-month  period  there  were  4  individuals  serving  under  this 
authority.  These  cases  were  reviewed  in  de  tail  and  it  was  found  that  the  files 
contained  adequate  statements  by  the  agency  as  to  the  certification  required 
by  section  301  (a)  of  the  Executive  order,  as  weii  as  the  additional  require¬ 
ments  of  section  301  (b).  It  was  aiso  found  that  there  was  fuli  compliance  witli 
regard  to  the  material  required  to  be  filed  with  the  Federal  Register  under 
sections  302,  (a)  and  302  (b)  except  that  in  the  cases  of  John  W.  Eachren, 
Herman  W.  Bevis,  Robert  M.  Trueblood,  and  John  B.  Inglis,  the  materiai  was 
filed  with  the  Fetlerai  Register  on  Decemt)er  29,  1955,  1  day  after  the  specified 
30-day  compliance  period. 

Air  Force  Regulation  No.  30-30  contains  the  general  standards  of  conduct 
relating  to  conflict  between  private  interest  and  official  duties.  A  copy  of  this 
regulation  is  given  to  each  appointee.  Since  the  Air  Force  uses  individuals 
appointed  without  compensation  in  advisory  capacites  only,  and  has  no  such 
individuals  in  oi)erating  positions,  the  question  of  their  acting  in  policy  matters 
does  not  arise.  The  contents  of  Air  Force  Regulation  No.  39-30  are  as  foiiows; 

Air  Force  Regulation  No.  30-30 

AFR  30-30 ' 
1-2 

Department  op  the  Air  Force, 

Washington,  March  19, 1953. 


PERSONNEL 

Genei'ul  Standards  of  Conduct  Relating  to  Conflict  Between  Private  Interests 

and  Official  Duties 

Paragraph 


Purpose  and  scope _  1 

Statutory  provisions _  2 

Conflicts  of  Interest _  3 

Dealing  with  former  military  and  civilian  personnel _  4 

Retired  regular  officers _  5 

Reserve  and  National  Guard  officers _  6 

Affidavits _  7 

Gratuities _  8 

Safeguarding  Information _  9 


1.  Purpose  and  scope 

To  prescribe  the  standards  of  conduct  relating  to  conflict  between  private 
interests  and  official  duties,  required  of  all  military  and  civilian  Air  Force  jier- 
sonnei,  regardless  of  assignment;  and  to,  more  specifically,  set  forth: 

a.  Prohibitions  against  certain  activities  of  present  and  former  Air  Force 
personnel,  including  retired  officers,  involving  a  conflict  between  private 
interests  and  official  duties ; 

b.  Rules  against  acceptance  of  gratuities  by  Air  Force  personnel ; 

c.  Rules  concerning  the  safeguarding  of  procurement  information. 

This  regulation  also  contributes  to  the  purpose  described  in  a  above,  by  in¬ 
suring  that  personnel  of  the  Air  Force  are  not  knowingly  transacting  business 
with  persons  who  are  within  statutory  prohibitions  or  under  circumstances 
where  there  may  be  a  possible  conflict  of  interest  between  governmental  duties 
and  private  affairs. 

2.  Statutory  provisions 

a.  Criminal  statutes  relating  to  Air  Force  iiersounel.  The  following  activi¬ 
ties  may  subject  Air  Force  personnel  to  criminal  penalty  under  the  statutes 
cited : 

(1)  Asking,  accepting,  or  agreeing  to  receive  as  a  bribe  or  graft,  directly 
or  indirectly,  any  money,  contract,  or  other  thing  of  value,  with  the  intent 
to  have  any  of  their  official  decisions  or  actions  influenced  thereby,  or  for 


1  This  regulation  supersedes  AFR’s  30-30,  Nov.  9,  1951,  and  70-5,  July  1,  1948. 
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giving  to,  or  proc-uring  or  aiding  to  procure  for  any  peson,  a  Government 
contract  (18  U.  S.  C.  202  and  216). 

(2)  Receiving  or  agreeing  to  receive,  directly  or  indirectly,  compensa¬ 
tion  for  services  rendered  by  themselves  or  another  in  relation  to  any  pro¬ 
ceeding,  contract,  or  claim  before  any  department  or  agency  where  the 
United  States  is  directly  or  indirectly  interested  (18  U.  S.  C.  281). 

(3)  Acting  as  agent  or  attorney  in  prosecuting  any  claim  against  the 
Government  or  assisting  in  the  pro.secution  of  any  such  claim  otherwise 
than  in  the  proper  discharge  of  official  duties  (18  U.  S.  C.  283). 

(4)  Transacting  business  as  officers  or  agents  of  the  United  States  with 
any  corporation,  firm,  or  partnership  in  the  profits  of  which  they  are  directly 
or  indirectly  interested  (18  U.  S.  C.  434). 

(5)  Receiving  from  any  source  other  than  the  Government  any  compen¬ 
sation  in  connection  with  their  Government  services  (18  U.  S.  C.  1914).* 

(6)  Soliciting,  accepting,  or  offering  to  accept  any  commission,  payment, 
or  gift  in  connection  with  the  procurement  of  equiinnent,  materials,  or  serv¬ 
ices  under  the  Mutual  Defense  Assistance  Act  of  1949,  as  amended  (22 
U.  S.  C.  1584). 

b.  Statutes  relating  specifically  to  former  personnel : 

(1)  It  is  unlawful  for  former  personnel,  within  2  years  after  their  in¬ 
cumbency,  to  prosecute  or  to  act  as  counsel,  attorney,  or  agent  for  prose¬ 
cuting,  any  claim  against  the  United  States  which  involves  any  subject 
matter  directly  connected  with  which  such  persons  were  employed  or  per¬ 
formed  duty  (18  U.  S.  C.  284). 

(2)  It  is  unlawful  for  former  personnel,  within  2  years  after  the  termi¬ 
nation  of  their  incumbency,  to  solicit,  accept,  or  offer  to  accept  any  com¬ 
mission,  payment,  or  gift  in  connection  with  the  procurement  of  equipment, 
materials,  or  services  under  the  Mutual  Defense  Assistance  Act  of  1949, 
as  amended  (22  U.  S.  C.  1584).  It  should  be  noted  that  this  provision  does 
not  apply  to  any  person  solely  l>y  reason  of  his  having  served  on  active  duty, 
or  active  duty  for  training,  as  a  member  of  a  Reserve  component  during 
the  preceding  2  years  (Armed  Forces  Reserve  Act  of  1952,  sec.  804  (b)). 

c.  Statutory  provisions  specifically  applicable  to  retired  Regular  officers. 
Retired  officers  are  “officers  of  the  United  States”  for  the  purpose  of  bringing 
them  within  the  statutes  cited  in  a  above,®  with  the  exception  of  18  U.  S.  C. 
281  which  exeinijfs  retired  officers  not  on  active  duty  from  its  application,  pro¬ 
vided  that  they  may  not  represent  any  person  in  the  sale  of  anything  to  the 
Government  through  the  department  in  whose  service  they  hold  a  retired  status ; 
and  18  U.  S.  C.  283  which  exempts  retired  officers  not  on  active  duty  from  its 
application,  provided  that  they  may  not  prosecute  a  claim  against  the  Govern¬ 
ment,  within  2  years  after  their  retirement,  involving  the  department  in  which 
they  hold  retired  status,  or  prosecute  a  claim  involving  matters  with  which 
they  were  directly  connected  while  on  active  duty. 

d.  Reserve  and  National  Guard  officers.  Reserve  and  National  Guard  officers 
not  on  active  duty  are  not,  l)y  reason  of  their  status  as  such,  considered  to  he 
officers  of  the  United  States  (19  U.  S.  C.  372) . 

3.  Conflicts  of  interest 

a.  General.  All  Air  Force  personnel  are  bound  to  refrain  from  any  private 
business  or  professional  activity  which  would  place  them  in  a  position  where 
thei-e  is  a  conflict  iietween  tlieir  interests  and  the  public  interest  of  the  United 
States  and  the  Air  Force.  In  addition.  Air  Force  personnel  will  not  engage 
in  any  private  activity  which  makes  possible  the  improper  capitalization  of 
information  gained  througli  an  Air  Force  iiosition.  Even  though  a  teclmical 
conflict  of  interest  as  set  fortli  in  the  statutes  cited  in  paragraph  2,  may  not 
exist,  it  is  desiral)le  to  avoid  the  appearance  of  such  a  conflict  from  a  public 
confidence  point  of  view. 

b.  Disqualif.ving  financial  interest.  In  any  case  where  Air  Force  personnel 
have  any  financial  interest  in  any  l)usiness  entity,  or  have  arranged  or  are 
negotiating  for  their  subsequent  employment  by  such  entity,  they  are  disquali¬ 
fied  from  representing  tlie  Air  Force  in  dealings  of  any  kind  with  such  entity. 


®  18  U.  S.  C.  1914  has  no  application  to  Inductees  or  reservists  called  into  the  armed 
services  who  continue  to  i-eceive  income  from  their  former  employers  (sec.  4  (f).  Universal 
Military  Training  and  Service  Act ;  50  U.  S.  C.  App.  454  (f ) ). 

®  It  should  be  noted,  however,  that  18  U.  S.  C.  434  relates  to  representing  the  Govern¬ 
ment  in  transacting  business  with  a  private  concern  and  18  U.  S.  C.  1914  relates  to 
receiving  compensation  from  a  private  source  in  connection  with  services  performed  for 
the  Government,  and,  therefor,  neither  of  these  provisions  applies  to  a  retired  officer  who 
is  not  representing  or  performing  services  for  the  United  States. 
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c.  Disqualification  procetluro.  In  any  case  wliere,  in  accordance  with  b  above, 
Air  Force  i)ersonnel  believe  that  they  should  be  disqualified  from  taking  action 
in  a  particidar  matter,  tliey  will  so  inform  any  appropriate  superior  and  will 
thereupon  be  relieved  of  their  duty  and  responsil)ility  in  that  particular  case. 
In  addition,  where  a  superior  thinks  any  personnel  responsible  to  him  may  have 
a  disqualifying  interest,  he  will  discuss  the  matter  with  such  personnel  and, 
if  he  linds  such  an  interest  does  exist,  he  will  relieve  the  personnel  of  duty 
and  re.sponsibility  in  the  particular  case.  In  cases  of  disqualification  under  tliis 
paragraph,  the  matter  will  be  assigned  for  decision  and  action  to  someone  else 
of  equal  or  higher  rank  who  clearly  has  no  conflict  of  interest. 

Deuling  with  former  military  and  civilian  personnel 

Air  Force  personnel  will  not  knowingly  deal  with  retired  officers  within  2 
years  after  their  retirement,  or  with  former  personnel  within  2  years  after  such 
personnel  have  left  the  Air  Force,  wliere  such  personnel  are  representing  any 
person  in  the  prosecution  of  any  claim  against  the  United  States  involving 
any  subject  matter  with  which  such  personnel  were  directly  connected  while 
with  the  Air  Force. 

5.  Retired  Regular  ofpeers 

a.  I’rosecution  of  claims.  Under  the  statutes  <ated  alKive,  a  retired  Air 
Force  officer  may  not,  within  2  years  of  his  retirement,  act  as  an  agent  or 
attorney  for  prosecuting  any  claim  against  the  (lovernment,  or  assist  in  the 
prose<‘Ution  of  such  a  claim  or  receive  any  gratuity  or  any  .share  of  or  Interest 
in  such  claim  in  consideration  for  having  assisted  in  the  prosecution  of  such 
a  claim,  if  such  claim  involves  the  Air  Force.  Nor  may  a  retired  officer  at 
any  time  act  as  an  agent  or  attorney  for  prosecuting  any  claim  again.st  the 
(lOvernment,  or  assist  in  iirosecution  of  such  claim,  or  receive  any  gratuity  or 
any  share  of  or  interest  in  such  a  claim  in  consideration  for  having  assisted 
in  the  prosecution  of  such  claim,  if  such  claim  involves  any  subject  matter 
with  which  he  was  directly  conne<-ted  while  on  active  duty. 

b.  Selling  or  contracting  for  sale.  Under  the  statutes  cited  above,  no  retired 
Air  Force  officer,  will  sell,  contract  for  the  sale  of,  or  negotiate  for  the  sale  of 
anything  to  the  Air  Force.  Tliis  prohibition  extends  beyond  the  mere  bargain¬ 
ing  which  may  precede  the  execution  or  tlie  modification  of  a  contract.  It  in¬ 
cludes  any  activity  on  behalf  of  the  prospective  contractor  which  reasonably 
and  directly  is  aimed  toward  forming  the  ba.sis  of  a  contract  with  the  Govern¬ 
ment.  However,  it  is  not  the  intent  of  this  regulation  to  preclude  a  retired 
officer  from  accei)ting  employment  with  private  industry  solel.v  because  his 
employer  is  a  contractor  with  the  Government.  Therefore,  this  regulation 
should  not  be  const  nual  as  applicable  to  activities  which  are  only  remotely 
connected  with  claims  or  contractual  matters  as  distinguished  from  direct 
participation  in  obtaining  a  contract  with  the  Government  on  behalf  of  a 
prospective  contractor. 

(i.  Reserve  and  Ratioval  Guard  officers 

a.  Reserve  and  National  Guard  officers  not  on  active  duty  are  not,  by  sole 
reason  of  their  status  as  such,  considered  to  be  officers  of  the  United  States. 
However,  Reserve  and  National  Guard  officers  on  active  duty  are  considered  to 
be  otiieers  of  the  United  States,  and  at  the  termination  of  any  period  of  active 
duty,  these  officers  become  former  military  personnel  within  the  meaning  of 
paragraph  4  and  the  statutes  set  forth  in  paragraph  2b. 

b.  Reserve  and  National  Guard  officers  who  are  receiving  retirement  pay  are 
not  considere<l  to  be  others  or  emplo.vees  of  the  United  States  within  the  meaning 
of  the  statutes  cited  in  paragraph  2  and,  consequentl.V,  the  provisions  of  para¬ 
graph  5  do  not  apply  to  these  persons. 

7.  Affidavits 

a.  Obtaining  affidavits.  All  retired  Air  Forces  officers,  and  former  personnel 
within  2  years  after  leaving  the  Air  Force,  seeking  to  do  business  with  the 
Air  Force  will  l)e  required  to  file  an  affidavit  stating: 

(1)  Their  former  connection  with  the  Air  Force  and  the  date  of  termina¬ 
tion  thereof ; 

(2)  The  subject  matter  of  the  business  they  are  transacting  and  intend 
to  transact  with  Air  Force  personnel,  and  whether  their  duties  in  their 
former  connection  with  the  Air  Force  related  to  the  same  subject  matter ; 

(.3)  AVhether  they  gave  any  personal  attention  to  the  matters  under  con¬ 
sideration  or  gained  any  per.sonal  knowledge  of  the  facts  thereof  while  con¬ 
nected  with  the  Government. 
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b.  Filing  affidavit.  If,  fi’om  tlie  statements  in  such  affidavit  and  from  such 
other  information  as  the  Air  Force  may  have  in  its  possession,  it  appears  that 
a  violation  of  the  policy  or  statutes  as  set  forth  in  this  regulation  is  not  involved, 
the  affiant  will  be  granted  clearance  and  the  matter  will  be  processed  in  the  usual 
manner.  Where  a  clear  violation  of  the  policy  or  statutes  as  set  forth  in  this 
regulation  is  involved,  the  Air  Force  wall  withhold  clearance  and  advise 
affiant  that  he  may  forwmrd  his  affidavit  to  the  appropriate  major  air  command 
for  further  consideration. 

c.  Further  consideration  and  decision.  In  any  instance  where  a  doubt  exists 
concerning  whether  the  conduct  of  the  former  Government  employee  is  pro¬ 
hibited  by  statute  or  contravenes  tfie  policy  set  forth  in  this  regulation,  the 
matter  will  be  submitted  for  consideration  and  decision  to  the  appropriate  major 
air  command  and,  if  considered  advisable  by  that  command,  the  Office  of  the 
Secretary  of  the  Air  Force. 

8.  Gratuities 

Air  Force  personnel  will  not  accept  any  favor  or  gratuity,  directly  or  in¬ 
directly,  from  any  person,  firm,  corporation,  or  other  entity  which  has  engaged 
in,  is  engaged  in,  or  is  endeavoring  to  engage  in,  procurement  activities  or  busi¬ 
ness  transactions  of  any  sort  with  the  Air  Force,  where  such  favor  or  gratuity 
might  influence,  or  might  reasonably  be  interpreted  as  influencing,  the  imparti¬ 
ality  of  such  personnel.  If  they  believe  that  an  offer  of  a  favor  or  gratuity 
may  constitute  attempted  bribery,  they  will  promptly  report  the  offer  to  their 
immediate  superior.  The  immediate  superior,  if  he  believes  the  offer  constitutes 
an  attempted  bribe,  will  report  it  promptly  to  the  nearest  Office  of  Special  In¬ 
vestigations,  the  Inspector  General,  USAF.  Any  question  or  doubt  on  the  part  of 
the  immediate  superior  will  be  resolved  in  favor  of  referring  the  matter  to  the 
nearest  Office  of  Special  Investigations. 

9.  Safeguarding  information  .  . 

All  contracts,  specifications,  records,  opinions,  accounts,  correspondence,  and 
other  official  documents  and  exhibits  attached  or  pertaining  thereto,  and  copies 
thereof,  relating  to  the  business  transactions  of  the  Air  Force  are  the  property 
of  the  United  States.  Despite  the  fact  that  such  documents  may  not  bear  security 
classifications,  they  wall  not  be  given  or  shown  to  or  discussed  wuth  anyone  not 
officially  entitled  to  them  without  the  permission  of  competent  authority.  Par¬ 
ticular  care  will  be  taken  to  avoid  the  disclosure  of  information  about  procure¬ 
ments,  purchases  of  supplies,  construction  and  maintenance  projects,  preliminary 
or  approved  project  estimates,  and  similar  procurement  data  in  advance  of 
the  time  set  for  their  official  release,  or  under  any  circumstances  that  might  give 
one  competitor  an  advantage  over  another.  Expression  of  personal  opinion  on 
procurement  matters,  particularly  if  they  are  based  on  any  such  information, 
wall  also  be  avoided.  (Reference  is  made  to  AFR  70-18,  w'hich  establishes  policies 
governing  the  release  of  program  data  and  prociirement  information.) 

By  the  order  of  the  Secretary  of  the  Air  Force : 

Hoyt  S.  Vandenberg, 

Chief  of  Staff,  United.  States  Air  Force. 

Official : 

K.  E.  TniEUAUi), 

Colonel,  USAF, 

Air  Adjutant  General. 

Distribution ;  D ;  X ;  one  copy  to  each  officer  on  the  retired  list  of  the  Regular 
Air  Force  (distribution  to  be  made  by  Headquarters  USAB’). 

The  Department  of  the  Air  Force  has  not  employed  consultants  or  experts 
during  this  0  mouths’  period  under  the  provisions  of  section  710  (c)  of  the  Defense 
Production  Act,  or  section  101  (b)  of  Executive  Order  10182  or  Executive  Order 
10047. 

GENERAL  SERVICES  ADMINISTRATION 

On  July  1,  1955,  the  General  Services  Administration  had  three  appointees 
on  its  rolls  under  the  authority  of  section  710  (b)-  of  the  Defense  Production 
Act.  Between  August  1  and  November  28,  1955,  2  of  these  individuals  were 
separated  so  that  as  of  the  date  of  the  issuance  of  the  Executive  order  only  1 
such  individual  was  on  the  rolls.  No  new  appointments  were  made  between 
July  1  and  December  31,  1955.  The  file  on  the  case  of  one  individual  was 
reviewed  and  it  was  found  that  the  material  required  by  sections  302  (a)  and 
(b)  had  been  filed  with  the  Federal  Register. 
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However,  this  material  in  the  case  of  Arthur  F.  Johnson  was  filed  on  Decem¬ 
ber  30, 1955,  2  days  after  the  30-day  compliance  period  specified  by  the  Executive 
order. 

On  July  1,  1955,  the  General  Services  Administration  had  13  appointees  on 
its  rolls  under  the  authority  of  section  710  (c)  of  the  Defense  Production  Act 
and  section  101  (b)  of  Executive  Order  10182.  Eight  of  these  appointees  were 
separated  in  the  period  between  July  1  and  August  1,  1955.  There  were  no 
new  appointments.  As  of  December  31, 1955,  there  were  five  individuals  serving 
under  this  authority.  The  flies  of  these  individuals  were  reviewed  and  it  was 
found  that  each  was  properly  serving  in  a  consultant  or  expert  position,  and  all 
were  fully  qualified  for  the  appointments  tliey  had  received. 

The  following  are  the  instructions  issued  by  the  General  Services  Administra¬ 
tion  with  regard  to  employees  without  compensation : 

“Employees  without  compensation 

“1.  Meaning  of  term. — Employees  without  compensation  (or  WOO  employees) 
are  persons  of  outstanding  experience  and  ability  who  render  free  services 
under  a  formal  agreement  which  is  duly  recorded.  Such  employees  may  perform 
special  services,  including  services  of  an  advisory  or  consulting  nature,  in  con¬ 
nection  with  activities  authorized  by  the  Defense  Production  Act. 

“2.  Legal  authority. — The  authority  to  employ  persons  without  compensation 
is  contained  in  section  710  fb)  of  the  Defense  Production  Act  of  1950,  as  amended, 
and  Executive  Orders  10182  and  10205. 

“3.  Employment  requirements. — The  employment  of  persons  without  com¬ 
pensation  is  proper  only  when  : 

“(a)  The  duties  of  the  position  are  concerned  with  activities  authorized 
by  the  Defense  Production  Act ; 

“  ( ft)  The  duties  of  the  position  require  outstanding  experience  and  ability ; 

“(c)  The  proposed  appointee  has  the  outstanding  experience  and  ability 
required  for  the  position ; 

“(d)  The  agency  has  been  unalile  to  obtain  a  person  with  the  qualifica¬ 
tions  necessary  for  the  position  on  a  full-time,  salaried  basis ; 

“  (p)  The  proposed  WOO  employee  has  specified  he  wishes  to  serve  without 
compensation. 

“4.  Periods  of  service. — Appointments  of  persons  without  compensation  are 
limited  in  duration  only  by  the  need  for  their  services  and  the  availability  of 
qualified  personnel  to  serve  on  a  full-time,  salaried  basis. 

“5.  Waiver  of  compensation. — Each  person  appointed  without  compensation 
shall  be  required  to  sign  a  waiver  of  compensation  in  the  following  form  ; 

“T,  the  undersiirned,  having  offered  my  services  to  the  Government  of  the 
United  States  voluntarily  and  without  compensation,  do  hereby  for  myself,  my 
heirs,  and  my  assigns  relieve  the  Government  of  the  United  States  from  any 
claims,  suits,  or  any  other  demands  wiiich  I,  my  heirs,  or  assigns  may  now  or 
hereafter  have  in  connection  with  my  volunteer  services  for  the  General  Services 
Administration. 


(Signature) 


(Date) 


(Witnesses) 

“c.  Approvals. — I'he  appointments  of  all  persons  as  experts,  consultants,  and/ 
or  employees  without  compensation  must  have  the  prior  approval  of  the  Ad¬ 
ministrator.  All  recommendations  shall  l)e  submitted  first  to  the  Director  of 
I’ersonnel,  who  shall  he  resimnsihle  for  obtaining  the  required  security  clear¬ 
ances  and  for  securing  the  Administrator’s  prior  approval  of  those  actions  in 
which  the  appropriate  conditions  have  lieen  met. 

“d.  Method  of  appointment. — Standard  Form  .50:  Notification  of  Per.sonnel 
Action,  shall  be  used  as  the  appointment  instimment.  Personal  service  con¬ 
tracts  shall,  under  no  circumstances,  be  utilized  for  the  appointment  of  experts, 
consultants,  or  employees  without  compensation. 

“e.  Effective  date  of  appointment. — The  Personnel  Division  shall  establish  the 
effective  date  of  ai)pointment  after  all  administrative  approvals  and  all  legal 
and  regulatory  requirements  have  been  met.  No  employees  may  report  for 
duty  and  no  payment  shall  lie  authorized  for  services  rendered  prior  to  the  ef¬ 
fective  date  established  by  the  Personnel  Division. 
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“f.  Procedure  for  requesting  a tjpointnients. — Operating  officials  contemplating 
a  need  for  the  services  of  an  expert  or  consultant  (including  persons  to  serve 
without  compensation)  shall  submit  the  following  information  and  documents 
to  the  Personnel  Division : 

“1.  Standard  Form  52 :  Request  for  Personnel  Action.  In  addition  to  the  in¬ 
formation  required  in  items  1  througli  12,  except  OB  and  7,  there  shall  be  included 
in  the  remark's  space  of  the  standard  form  02  (item  A)  the  following  infor¬ 
mation  : 

“(a)  The  duration  of  the  assignment; 

“(&)  The  tour  of  duty  contemplated.  For  example,  the  proposed  ai> 
pointee’s  service  will  be  required  3  days  each  week,  2  days  a  month,  etc. 
If  the  appointee  is  to  be  on  a  regularly  scheduled  basis,  the  hours  and  the 
days  he  is  to  work  each  week  shall  be  shown ; 

“(c)  A  brief  statement  of  the  qualifications  to  be  required  of  the  in¬ 
cumbent  ; 

“(d)  In  those  cases  where  the  appointment  is  to  be  made  under  section 
710  (b)  or  (c)  of  the  Defense  Production  Act,  as  amended,  and  Executive 
Orders  10182  and  10205,  a  certification  that  the  proposed  appointee  will  be 
assigned  to  a  position  essential  to  the  administration  of  the  functions  dele¬ 
gated  to  GSA  pursuant  to  the  act  by  the  Executive  orders  ; 

“2.  Standard  Form  75,  Position  Description,  covering  the  duties  to  be  per¬ 
formed  by  the  incumbent.  This  statement  must  be  in  sufficient  detail  to  show 
whether  the  .lob  is  actually  one  requiring  the  services  of  an  expert,  consultant, 
or  a  person  of  outstanding  experience  and  ability  when  the  service  is  to  be  per¬ 
formed  without  compensation ; 

“3.  Standard  Form  57,  Application  for  Federal  Employment,  when  a  specific 
individual  is  being  proposed ; 

“These  documents  shall  be  routed  through  the  usual  administrative  channels 
for  clearance  prior  to  submission  to  the  Personnel  Division  in  the  same  manner 
as  all  other  requests  for  personnel  action.” 

INTERSTATE  COMMERCE  COMMISSION 

On  July  1,  1955,  the  Interstate  Commerce  Commission  had  five  appointees 
on  the  rolls  under  the  authority  of  section  710  (b)  of  the  Defense  Production 
Act  and  section  101  (a)  of  Executive  Order  10182.  No  new  appointments  were 
made  between  the  period  July  1  and  December  31,  1955,  nor  were  there  any 
separations.  Our  review  of  the  files  in  these  five  cases  showed  that  the  agency 
and  the  appointee  had  filed  the  statements  required  by  sections  302  (a)  and  (b) 
with  the  Federal  Register. 

The  Interstate  Commerce  Commission  has  not  issued  instructions  or  regula¬ 
tions  with  regard  to  conflict  between  the  private  and  public  interests  of  ap¬ 
pointees.  Since  this  agency  uses  these  WOC  appointees  in  an  advisory  capacity 
only,  the  question  of  their  participation  in  policy  decisions  does  not  arise. 

On  July  1,  1955,  the  Interstate  Commerce  Commission  appointed  5  consultants 
at  $50  per  day  under  the  provisions  of  section  710  (c)  of  the  Defense  Produc¬ 
tion  Act  and  section  101  (b)  of  Executive  Order  10182.  No  new  appointments 
have  been  made  since  that  date,  nor  have  there  been  any  separations.  In  review¬ 
ing  the  files  in  these  five  cases,  we  found  the  only  statements  of  duties  of  record 
were  very  brief  statements  on  the  notification  of  personnel  actions.  None  was 
adequate  to  determine  that  the  position  was  that  of  a  consultant,  nor  could  the 
specific  area  of  work  to  be  determined.  The  experience  records  of  at  least  two 
of  these  appointees  were  so  brief  that  a  determination  as  to  qualifications  could 
not  be  made.  The  agency  has  agi-eed  to  expand  the  statement  of  duties  so  that 
a  determination  as  to  whether  the  position  is  properly  that  of  consultant  or 
expert  can  be  made.  Agreement  was  also  reached  that  the  experience  records 
would  be  expanded  so  that  determinations  could  be  made  as  to  qualifications. 
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[Transmittal  letter  dated  April  25,  1956] 

Unitei>  States  Civil  Service  Commission 
WASHINGTON  25,  D.  C. 

PERIODIC  SURVEY  OF  APPOINT.MENTS  UNDER  AUTHORITY  OF  THE 
DEFENSE  PRODUCTION  ACT  AND  EXECUTIVE  ORDER  10647 

January  l-lMarch  31,  1956 

Report  of  Survey  Under  Paragraph  710  (n)  (7)  of  the  Defense  Production 
Act  and  Section  305  (a)  of  Executive  Order  10647 

INTRODUCTION 

This  survey  covers  apiKiintments  under  the  authority  of  suhsections  710  (b) 
and  71(t  (c)  of  the  Defense  Production  Act,  as  amended  by  Public  Law  295,  and 
Executive  Order  10647  for  the  period  January  1,  1956,  through  March  31,  1956. 

It  is  sulmiitted  in  compliance  with  those  parts  of  the  law  and  the  Executive  order 
which  require  the  Chairman  of  the  United  States  Civil  Service  Commission  to 
survey  such  appointments  at  least  once  every  3  months  and  report  his  findings  | 
to  the  President  and  to  the  Joint  Committee  on  Defense  Production. 

The  report  consists  of  (a)  a  statistical  summary  of  WOC’s  on  the  rolls  or 
appointed  during  the  period,  (h)  a  statistical  summary  of  the  paid  consultants 
or  experts  on  the  rolls  or  appointed  during  the  period,  and  (c)  a  narrative 
statement  covering  the  tindings  in  each  of  the  departments  or  agencies  covered 
by  the  survey. 

One  general  area  of  iioucompliance  needs  further  explanation.  This  area 
relates  to  those  employees  originally  appointed  under  Evecaitive  O  der  19182 
prior  to  August  1,  1955,  who  filed  financial  statements  with  the  Federal  Register 
during  the  30  days  subsequent  to  the  signing  of  Executive  Order  10647  on 
November  2S,  19.55.  The  agencies  and  the  individuals  had  assumed  that  revised 
statements  were  not  required  until  6  months  after  the  date  the  original  state¬ 
ments  were  filed.  E'  ecufive  Order  10<!47  provides,  however,  that  all  persons 
previously  aiipointed  under  Executive  Order  10182  who  were  still  employed  on 
the  date  of  this  order  should  be  deemed  for  alt  purposes  to  have  been  aiipointed 
under  this  order  and  to  be  subject  to  its  provisions.  It  is  the  interpi-etation 
of  the  Department  of  Justice,  concurred  in  by  tbe  Civil  Service  Commission, 
that  even  though  financial  stafements  were  not  filed  until  December  for  these 
persons  who  were  on  the  rolls  as  of  Aueust  1,  1!1.55,  the  statements  must  be 
I'onstrued  as  representing  the  tinancial  holdings  of  the  appointees  as  of  the  date 
of  appointment,  August  1,  1955.  The  revised  statements  should  therefi're  have 
been  filed  to  represent  changes  as  of  February  1,  1!156.  We  have  issued  clarifying 
instructions  to  the  interested  agencies  on  this  point.  Failures  to  file  revised 
statements  as  of  February  1,  1956,  in  these  cases,  constitute  technical  violations 
Imt  certainly  should  not  he  construtTl  as  a  reflection  either  upon  the  individuals 
or  the  agencies.  All  agencies  are  taking  immediate  steps  to  see  that  these 
revised  statements  are  filed  and  a  considerable  number  have  alreadv  been 
published  in  the  Federal  Register.  Since  this  was  a  general  area  of  misunder¬ 
standing,  the  following  report  lists  the  number  of  such  cases  but  not  the  names 
of  the  individuals. 

There  are  two  instances  in  which  the  figures  given  in  our  statistical  summaries 
for  the  period  ending  Decemlier  31.  1!)55,  require  correction.  In  the  chart 
covering  AVAE  consultants  and  experts  which  appeared  on  page  3  of  that  report, 

64  such  individuals  were  shown  as  being  on  the  rolls  of  the  Army  as  of  D'cem- 
ber  31, 1955.  Since  our  current  survey  showed  only  57  on  the  rolls  as  of  January 
1,  1950.  we  inonired  into  this  discrepancy.  We  found  that  due  to  deaths  and 
resignations  which  occurred  before  December  31,  1955,  but  concerning  which 
per.sonnel  reports  had  not  been  received  at  the  time  of  our  survey,  there  were 
actuall.v  only  57  such  considtants  on  the  rolls.  In  the  same  agency  our  previous 
statistical  report  appearing  on  page  2  showed  24  WOC  appointees  on  the  rolls 
as  of  December  31,  1955.  Our  current  survey  showed  only  19  on  the  rolls  as  of 
January  1,  1956.  Our  inquiry  in  this  regard  showed  that  five  individuals  had 
resigned  prior  to  December  31,  1955,  but  that  the  personnel  actions  covering  these 
resignations  bad  not  been  received  and  made  a  part  of  the  record  until  after 
January  1,  1956. 
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Statistical  Summary 
I.  Appointees  without  eompensation 


Agency 

WOC’s  on 
rolls,  Jan. 

1, 1956 

WOC’s 
appointed 
Jan.  1-Mar. 
31, 1966 

WOC’s 
separated 
Jan.  1-Mar. 
31,  1956 

WOC’s 
on  rolls 
Mar.  31, 
1956 

Number  in 
advisory 
positions 

Number  in 
other  than 
advisory 
positions 

"Commerce _ _ _  . 

38 

23 

13 

48 

23 

25 

ODM . . . . . 

64 

6 

5 

65 

62 

3 

Interior.-- . . . 

1 

0 

1 

0 

0 

0 

Defense,  Office  of  Secretary. .. 

n 

0 

0 

0 

0 

0 

Army . . . .  . 

19 

0 

0 

19 

19 

0 

Air  Force _ _ 

4 

1 

0 

5 

5 

0 

GSA.— _ _ 

1 

0 

0 

1 

1 

0 

ICC _ _ _ 

5 

0 

0 

5 

5 

0 

Total _ _ 

132 

30 

19 

143 

115 

28 

II.  Consultants  and  experts,  WAE,  not  to  exceed  $50  per  day 


Agency 

WAE’s  on 
rolls,  Jan. 

1,  1956 

WAE’s  ap¬ 
pointed,  Jan. 
1-Mar.  31, 
1956 

WAE’s  sep¬ 
arated,  Jan. 
1-Mar.  31, 
1956 

Total  WAE’s 
on  rolls  as  of 
Mar.  31, 1956 

•Commerce  _  ..  .  .. 

12 

1 

0 

13 

ODM _ _ _ _ 

66 

8 

1 

63 

Inteior..  ..  .  . . . 

0 

2 

5 

Defense  Department: 

Office  of  Secretary _ _ _ _ 

2 

0 

0 

2 

Army . . . . 

57 

0 

0 

57 

Air  Force  . . . 

n 

0 

0 

0 

General  Services  Administration. 

5 

1 

0 

6 

Interstate  Commerce  Commission _ 

5 

0 

0 

5 

Total.  _  .  ______ 

144 

10 

3 

151 

Summary  of  Agencies 

COMMERCE 

Ou  January  1,  1956,  the  Department  of  Commerce  had  38  appointees  on  the 
rolls  under  section  710  (b)  of  the  Defense  Production  Act  and  section  101  (a) 
of  Executive  Order  10G47.  Between  January  1  and  March  31,  1956,  there  were 
23  new  appointments  and  13  separations,  so  that  as  of  March  31,  1956,  there  were 
48  individuals  carried  on  a  WOC  basis  under  the  authority  of  the  Defense  Produc¬ 
tion  Act. 

The  four-point  certification  required  by  section  301  (a)  of  Executive  Order 
10647  was  made  for  all  WOC  appointees  between  January  1  and  March  31,  1956. 
There  were  detailed  and  satisfactory  position  descriptions  in  the  folder  of  each 
WOC  appointee  which  are  acceptable  as  the  validating  statement  on  point  No.  1 
of  301  (b).  Also  appearing  in  the  personnel  folders  were  the  validating  state¬ 
ments  required  by  points  2,  3,  and  4  of  section  301  (b)  of  the  Executive  order. 

Financial  statements  had  been  filed  with  the  Federal  Register  for  each  of  the.se 
23  new  appointees. 

Our  last  survey  indicated  20  ca.ses  in  which  points  2,  3,  and  4  of  301  (b)  had 
not  been  validated.  This  survey  indicated  that  these  statements  were  now  in 
the  files  in  all  of  these  cases. 

As  was  indicated  in  the  introduction  to  this  report,  there  was  a  general  mis¬ 
understanding  as  to  the  date  on  which  revised  financial  statements  should  be 
filed  for  tho.se  individuals  previously  appointed  under  Executive  Order  10182 
who  were  on  the  rolls  August  1,  1955.  There  are  9  such  individuals  still  on 
the  rolls  in  the  Department  of  Commerce.  In  5  cases  the  revised  financial  state¬ 
ment  has  now  been  filed  and  it  will  be  filed  in  the  4  remaining  cases  within  the 
next  10  days.  We  will  make  sure  in  our  next  survey  that  this  has  been  done. 

Our  previous  report  outlined  in  detail  the  procedures  and  written  instruc¬ 
tions  issued  by  the  agency  covering  WOC  appointments.  Since  there  has  been 
no  change  in  these  instructions  since  our  last  survey,  they  are  not  repeated  in 
this  report. 
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On  January  1,  1956,  the  Department  of  Commerce  had  12  appointees  on  its 
rolls  under  the  authority  of  section  710  (c)  of  the  Defense  Production  Act  and 
section  101  (b)  of  Executive  Order  10647.  There  was  just  1  additional  appoint¬ 
ment  in  the  3  months’  period  between  January  1  and  March  31,  1956.  The  folder 
of  this  appointee  was  reviewed  and  he  was  found  to  be  qualified  and  properly 
serving  in  a  consultant  position. 

OFFICE  OF  DEFENSE  MOBILIZATION 

On  January  1,  1956,  the  Office  of  Defense  Mobilization  had  64  appointees  on 
its  rolls  under  section  101  (a)  of  Executive  Order  10647.  In  the  period  between 
January  1,  and  March  31,  1956,  6  additional  appointments  were  made  under  the 
provisions  of  this  Executive  order. 

A  review  of  the  individual  files  in  these  six  cases  indicated  that  these  indi¬ 
viduals  had  filed  the  financial  statements  required  by  sections  302  (a)  and  (b) 
of  the  Executive  order.  The  files  also  contained  the  written  certification  by  the 
head  of  the  agency  required  by  section  301  (a)  of  the  Executive  order,  as  well 
as  the  .supporting  statements  required  by  section  301  (b).  These  statements  were 
reviewed  and  adequately  covered  the  required  area.  The  49  WOC  employees  in 
the  Office  of  Defense  Mobilization  who  were  on  the  rolls  August  1,  1955,  and  who 
are  still  with  the  agency,  had  not  filed  revised  financial  statements  with  the 
Federal  Register.  The  agency  is  taking  steps  to  comply  with  the  instructions 
recently  issued  by  the  Civil  Service  Commmission  in  this  regard. 

On  January  1,  19.56,  the  Office  of  Defense  Mobilization  had  56  appointees  on 
its  roles  under  the  authority  of  section  101  (b)  of  the  Executive  order.  Between 
January  1,  and  March  31,  1956,  there  were  8  new  appointees  under  this  section 
of  the  order  and  1  separation  so  that  as  of  March  31,  1956,  there  was  a  total  of 
63  such  employees  on  the  rolls  of  this  agency.  A  review  of  the  files  in  each  of  the 
cases  of  the  8  new  appointees  indicated  that  in  all  but  1  case  the  individuals  had 
been  appointed  to  expert  and  consultant  positions  and  that  each  was  qualified 
for  such  appointment.  We  questioned  the  appointment  of  Mr.  George  B.  Beitzel 
to  the  position  of  consultant  (horological  industry).  Mr.  Beitzel  appeared  to 
lack  qualifying  experience  for  the  position  as  described  in  his  position  descrip¬ 
tion.  While  the  duties  of  the  position  were  to  advise  the  Administrator  on  tech¬ 
nical  and  general  problems  related  to  the  horological  industry,  the  incumbent’s 
experience  has  been,  since  1929,  exclusively  in  the  salt  industry.  He  is  the 
retired  owner  of  a  salt  factory  in  I’ennsylvania.  His  major  field  in  education 
is  chemistry. 

This  matter  was  discussed  with  appropriate  agency  officials  who  advised  us 
that  the  position  description  was  in  error.  Mr.  Beitzel,  we  were  told,  is  to  be  a 
consultant  to  the  Administrator  on  administrative  practices  used  in  several  of 
the  committee  operations  at  the  Office  of  Defense  Mobilization,  the  horological 
industry  group  being  only  one  of  such  committee  activities.  The  agency  agreed 
to  develop  an  accurate  statement  of  duties  for  this  position.  We  will  review 
this  case  again  at  the  time  of  our  next  survey. 

Since  the  last  survey,  the  Office  of  Defense  Mobilization  has  issued  new  in¬ 
structions  relating  to  the  employment  of  persons  serving  without  compensation 
(WOC)  under  the  Defense  Production  Act.  These  were  issued  on  January  20, 
1956,  and  are  as  follows  : 

II-Adm-  AI-111 
January  20, 1956. 


Execi.'tive  Office  of  iuk  President 
Office  of  Defense  Mobilization 

administrative  INSTRUCTION-II-1  1 1 

Subject;  Employment  of  persons  serving  without  compensation  (WOO)  under 
the  Defense  Production  Act. 


section  I.  PURPOSE 

.01  The  purpose  of  this  instruction  is  to  prescribe  the  policies  and  pro¬ 
cedures  for  the  employment  of  persons  to  serve  on  a  without  compensation 
basis  (WOC’s)  under  the  authority  of  section  710  of  the  Defense  Production 
Act  of  19-50,  as  amended. 
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SECTION  2.  DEFINITION 

.01  As  used  in  this  instruction,  the  term  “employee  without  comiKiusation” 
(or  woe  employee)  means  a  person  of  outstanding  exiierience  and  ability 
who  is  employed  to  .serve  on  a  without  compensation  basis.  He  may  perform 
either  line  (operating)  duties  or  staff  (nonoperating)  (advisory)  duties,  but 
for  purposes  of  definition,  he  will  not  be  designated  as  an  expert  or  consultant. 
The  position  title  for  such  employee  is  one  which  is  descriptive  of  the  work  to 
be  performed,  for  example,  “Assistant  Director  for  Materials”  or  “Adviser 
( Price  Stabilization ) .” 


SECTION  3.  LEGAE  AUTHORITY 

.01  Legal  authority  to  employ  persons  on  a  without  comiiensation  basis  is 
set  forth  in  section  710  (b)  of  the  Defense  Production  Act  of  19.70,  as  amended, 
and  Executive  Order  10(547  of  November  28,  19.75.  Authority  to  employ  persons 
on  a  without  compensation  basis  has  been  delegated  by  the  President  to  the 
Director  of  the  Office  of  Defense  Mobilization  without  authority  to  redelegate. 
Accordingly,  the  Director  must  personally  approve  each  proposed  WOO  can¬ 
didate  for  employment  prior  to  appointment.  Persons  previously  appointed 
under  Executive  Order  10182  are  now  sub.iect  to  the  provisions  of  Executive 
Order  10647. 

SECTION  4.  POLICA'  AND  RECiUI.ATIONS  APPLICABLE  TO  WOC  EMPLOYMENT 

.01  The  Director  exercises  his  authority  under  the  Defense  Production  Act 
to  appoint  persons  on  a  without  compensation  basis  in  accordance  with  the 
following. 

1.  So  far  as  possible,  operations  under  the  act  shall  be  carried  on  by 
full-time,  salaried  employees  of  the  Government,  and  appointments  under 
this  authority  shall  be  to  advisory  or  consultative  positions  only. 

2.  Appointments  to  positions  other  than  advisory  or  consultative  may  be 
made  under  this  authority  only  when  the  requirements  of  the  position 
are  such  that  the  incumbent  must  personally  possess  outstanding  expe¬ 
rience  and  ability  not  obtainable  on  a  full-time,  salary  basis. 

3.  In  the  appointment  of  personnel  and  in  assignment  of  their  duties, 
the  Director  shall  take  steps  to  avoid,  to  as  great  an  extent  as  possible,  any 
conflict  between  the  governmental  duties  and  the  private  interests  of  such 
personnel. 

4.  Appointees  shall,  when  policy  matters  are  involved,  be  limited  to 
advising  appropriate  full-time  salaried  Government  officials  who  are  respon¬ 
sible  for  making  policy  decisions. 

.02  Each  Assistant  Director  will  be  responsible  for  the  preparation  of  the 
statement  required  by  section  310  (b)  of  Executive  Order  10647  for  certification 
by  the  Director  prior  to  the  appointee’s  entrance  on  duty.  This  statement  shall : 

1.  Describe  the  functions  under  the  act  which  the  appointee  is  expected 
to  perform  and  his  responsibilities  and  duties  in  performing  such  functions. 

2.  Show  why  the  head  of  the  agency  has  concluded  that  the  duties  of 
the  position  require  outstanding  experience  and  ability. 

3.  Show  the  appointee’s  experience  and  accomplishments  which  justify 
the  conclusion  of  the  head  of  the  agency  that  the  employee  has  outstanding 
experience  and  ability. 

4.  Set  forth  a  summary  of  the  reasons  why  the  head  of  the  agency  has 
been  unable  to  obtain  a  person  with  the  qualifications  necessary  for  the 
position  on  a  full-time,  salary  basis. 

.03  Duration  of  appointment. — Appointments  of  persons  to  serve  on  a  with- 
out-compensation  basis  shall  not  exceed  6  months  except  as  specifically  author¬ 
ized  by  the  Director.  At  the  end  of  the  6  months’  period,  WOG  appointments 
will  be  terminated,  or  when  justified,  such  appointments  may  be  extended  for  an 
additional  period  not  to  exceed  6  months.  However,  if  the  requirements  for  a 
person’s  services  are  for  a  period  of  less  than  6  mouths,  the  appointment  shall 
be  limited  accordingly,  e.  g.,  1  week,  1  month,  3  mouths,  etc. 

.04  Trauftportation  and  per  diem  in  lieu  of  subsistence. — Persons  appointed 
on  a  without-compensation  basis  may  be  allowed  transportation  and  not  to  ex¬ 
ceed  .$15  per  diem  in  lieu  of  subsistence  while  away  from  their  homes  or  regular 
pla(;es  of  busine.ss.  pursuant  to  such  apivointment. 


ir. 
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SECTION  5.  REGULATORY  REQUIREMENTS 

.01  Extahlishment  of  poKition. — A  position  description  setting  forth  the  duties 
to  l)e  performed  shali  l)e  prepared  prior  to  appointment. 

.02  AvaUahiUty  of  funds. — Appointment  of  WOO  employees,  as  in  the  case  of 
all  other  employees,  is  subject  to  advance  budgetary  determination  as  to  avail¬ 
ability  of  funds  for  transportation  and  per  diem  in  lieu  of  subsistence. 

.0;i'  Precmploymcnt  seeurity  clearance. — All  appointments  of  WOC  employees 
are  subject  to  preemployment  security  clearance. 

.04  Et'fccHvc  date  of  appointment. — No  employee  may  report  for  duty  and 
no  payment  will  be  authorized  for  travel  expenses  or  per  diem  prior  to  the  ef¬ 
fective  date  of  the  appointment.  The  Personnel  Uflice  shall  set  tlie  effective  date 
after  all  administrative  approvals  liave  been  obtained  and  all  legal  and  regu¬ 
latory  requirements  have  been  met. 

.05  Statements  to  be  filed  with  Federal  Register.—- 

1.  The  Director  shall  file  with  the  Division  of  tlie  Federal  Register  for 
publication  in  tbe  Federal  Register  a  statement  including  the  name  of  the 
appointee,  the  employing  department  or  agency,  the  title  of  his  position,  and 
the  name  of  bis  private  employer. 

2.  The  ODM  I’ersotinel  Office  will  file  for  the  appointee  with  the  Division 
of  the  Federal  Register  for  iniblication  in  the  Federal  Register,  the  ap¬ 
pointee’s  statement  listing  the  name  of  any  corporation  of  which  he  is  an 
officer  or  director,  or  in  which  he  owns,  or  within  00  days  preceding  his  ap¬ 
pointment  has  owned,  any  stocks,  l)onds,  or  other  financial  interests,  and 
the  names  of  any  partnerships  in  which  he  is,  or  was  within  (50  days  pre¬ 
ceding  his  appointment,  a  partner,  and  the  names  of  any  other  businesses  in 
which  he  owns,  or  within  such  OO-day  period  has  owned,  any  similar  interest. 
At  the  end  of  eacli  succeeding  0-montb  period,  the  ODM  1‘ersonnel  Office 
shall  file  the  appointee’s  statement  with  such  Division  for  publication  in 
the  Federal  Register  showing  any  changes  in  such  interests  during  the  6- 
month  period. 

Si'XMTON  «.  PROCEDURE  GOVERNING  THE  EMPI.OYME.NT  OF  WOC  EMPLOYEES 

.01  Each  .\ssistant  Director  and  staff  unit  head  contemplating  the  need  for 
WOC  employees  shall : 

1.  Prepare  a  position  descriiition  (OF-8)  in  (piadruplicate  setting  forth 
the  duties  and  responsii)llities  of  the  proposed  position. 

2.  Communicate  with  tbe  person  proposed  for  employment,  outlining  in 
detail  the  conditions  of  emi)loynient,  the  regulatory  re(iuirements  govern¬ 
ing  such  empfijyment,  that  effective  date  of  appointment  may  be  determined 
only  after  all  prior  approvals  and  clearances  have  l)een  obtained,  and  that 
.such  emi)loyinent  is  .sul)ject  to  the  approval  of  the  Director.  Under  no 
conditions  will  any  commitment  or  arrangement  be  made  to  engage  the 
services  of  such  personnel  during  the  initial  discussion. 

5.  If  tlie  person  is  willing  to  consider  such  employment,  request  the  pro¬ 
spective  employee  to  complete  in  detail ; 

a.  Standard  form  (it).  Application  for  Federal  Flmployment,  ac- 
connting  for  all  periods  of  employment  and  including  qualifications  bear¬ 
ing  upon  the  duties  of  the  iKisition  (original  only). 

b.  Standard  form  85,  Security  Investigation  Data  for  Sensitive  Posi¬ 
tion,  (in  ipiadruplicate) . 

c.  Stamlard  form  87,  Fingerprint  Chart,  (original  only). 

d.  Form  ODM-Ki.q,  statement  of  business  and  financial  interests  (in 
quintuplicate) . 

4.  Prepare  standard  form  52,  Request  for  Personnel  Action,  in  dupli¬ 
cate,  entering  in  “Remarks”  space,  information  regarding  the  workweek, 
if  appropriate;  proposeil  duration  of  the  assignment;  and  brief  summary 
of  desirable  (pialitication  requirements  of  the  position. 

5.  Sulunit  standard  form  52.  iirojierly  prejiared  and  signed,  to  the  Ad¬ 
ministrative  Assistant  to  the  i  iirector,  who  will  submit  ttie  request  to  the 
Director  for  approval  and,  on  approval,  to  the  Personnel  Office  for  processing. 
The  following  documents  will  be  submitted  with  each  SF-52: 

a.  ()F-8:  I'osition  description. 

1).  Forms  completed  by  the  proposed  appointee  as  listed  under  item  3 
above. 
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c.  Copies  of  all  correspondence  and  a  record  of  telephone  calls  or  per¬ 
sonal  interviews  pertinent  to  the  proposed  appointment. 

d.  Memorandnm  to  person  proposed  for  employment  without  com¬ 
pensation  limiting  his  authority  in  policy  matters.  (See  illustration  A.) 
This  memorandum  will  be  prepared  for  the  signature  of  the  Director. 

e.  State  for  certification  by  the  Director  as  outlined  in  section  4.02. 

.02  The  Personnel  Office,  on  receipt  of  the  standard  form  52  approved  by  the 

Director,  shall : 

1.  Determine  the  appropriateness  of  the  proposed  action  in  light  of  the 
legal  and  policy  requirements  outlined  in  sections  3  and  4  of  this  instruction. 

2.  Conduct  the  necessary  recruitment  to  determine  if  acceptable  candi¬ 
dates  are  available  on  a  full-time  salaried  basis,  if  appropriate. 

3.  Prepare,  for  signature  of  the  Director,  certifications  required  by  law 
or  administrative  policy  and  notice  of  appointment  to  be  filed  with  the 
Division  of  the  Federal  Register  (sec.  5.05). 

4.  Establish  the  entrance  on  duty  date  and  notify  all  concerned  including 
the  proposed  appointee. 

5.  Maintain  official  personnel  file  on  each  person  appointed  for  inspection 
of  Civil  Service  Commission. 

.03  Change  of  duties. — Employees  serving  on  a  without  compensation  basis 
shall  perform  the  duties  described  in  the  statement  of  duties.  If  any  change 
occurs  which  affects  the  duties  to  be  performed,  particularly  if  the  duties  change 
from  those  of  an  advisory  to  an  operating  character,  a  request  for  personnel 
action,  SF-52,  shall  be  prepared  requesting  the  employee’s  separation  from  his 
present  position  and  transfer  to  the  new  position. 

.04  Separation  from  the  rolls. — 

1.  When  it  is  determined  there  is  no  further  need  for  the  services  of  an 
employee  serving  on  a  without  compensation  basis,  the  Assistant  Director 
or  Staff  Unit  Head  shall  prepare  and  forward  through  established  channels 
to  the  Personnel  Office  a  request  for  personnel  action,  SF-52,  requesting 
termination  of  services. 

2.  Each  Assistant  Director  and  Staff  Unit  Head  is  also  responsible  for 
initiating  and  submitting,  2  weeks  prior  to  expiration  date  of  appointment, 
a  SF-.52  requesting  the  extension  of  appointment  for  each  employee  whose 
services  are  to  continue. 

3.  Payment  may  not  be  made  for  services  rendered  after  the  expiration 
date  of  appointment. 

SECTION  7.  CONFLICT  OF  INTEREST 

.01  Exemptions  from  statutes. — Section  710  (b)  (4)  of  the  Defense  Pro- 
'duction  Act  of  1950,  as  amended,  exempts  persons  employed  without  compen¬ 
sation  with  respect  to  such  employment,  from  the  operation  of  sections  281, 
283,  284,  434,  and  1914  of  title  18,  United  States  Code,  and  section  190  of  the 
Revised  Statutes,  except  as  provided  in  item  .02  of  this  section. 

.02  Activities  not  exempted. — The  exemptions  listed  above  do  not  extend 
ito  the  following  activities  ; 

1.  Exemption  hereunder  shall  not  extend  to  the  negotiation  or  execu¬ 
tion,  by  such  appointee,  of  Government  contracts  with  the  private  employer 
of  such  appointee  or  with  any  corporation,  joint  stock  company,  associa¬ 
tion,  firm,  partnership,  or  other  entity  in  the  pecuniary  profits  or  contracts 
of  which  the  appointee  has  any  direct  or  indirect  interests. 

2.  Exemption  hereunder  shall  not  extend  to  making  any  recommenda¬ 
tion  or  taking  any  action  with  respect  to  individual  applications  to  the 
Government  for  relief  or  assistance,  on  appeal  or  otherwise,  made  by  the 
private  employer  of  the  appointee  or  by  any  corporation,  joint  stock  com¬ 
pany,  association,  firm,  partnership,  or  other  entity  in  the  pecuniary  profits 
or  contracts  of  which  the  appointee  has  any  direct  or  indirect  interest. 

3.  Exemption  hereunder  shall  not  extend  to  the  prosecution  by  the  ap¬ 
pointee,  or  participation  by  the  appointee  in  any  fashion  in  the  prosecu¬ 
tion,  of  any  claims  against  the  Government  involving  any  matter  con¬ 
cerning  his  employment  under  this  subsection,  during  the  period  of  such 
employment  and  the  further  period  of  2  years  after  the  termination  of 
such  employment. 

4.  Exemption  hereunder  shall  not  extend  to  the  receipt  or  payment  of 
salary  in  connection  with  the  appointee’s  Government  service  hereunder 
from  any  source  other  than  the  private  employer  of  the  appointee  at  the 
time  of  his  appointment  hereunder. 
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SKCTION  8.  POLITICAL  ACTIVITY  RESTRICTIONS 

.01  woe  employees  are  subject  to  the  political  activity  restructions  of  section 
9  (a)  of  the  Hatch  Act  (5  U.  S.  C.  118),  while  on  an  active  duty  status. 

.02  AVOC  employees  on  a  full-time  basis  are  subject  to  the  same  restrictions 
as  a  regular  employee  of  the  agency. 

.03  woe  employees  employed  on  a  part-time  and  intermittent  basis  are 
subject  to  these  restrictions  while  on  active  duty  status.  This  covers  the  full 
24  hours  of  any  day  that  the  individual  performs  some  services  for  the  Govern¬ 
ment  rather  than  just  the  actual  hours  of  employment. 

SECTION  9.  DISTRIBUTION 

.01  A  copy  of  this  instruction  will  be  distributed  to  all  employees  currently 
on  the  rolls  of  ODM  and  to  each  new  employee  at  the  time  of  entrance  on  duty. 

SECTION  10.  REVOCATION 

.01  All  other  instructions  or  parts  of  instructions,  the  provisions  of  which 
are  inconsistent  or  are  in  conflict  with  this  instruction,  are  hereby  amended 
or  superseded  accordingly. 


SECTION  11.  EFFECTR  E  DATE 

.01  This  instruction  is  effective  immediately. 

Victor  E.  Cooley, 

Acting  Director. 


II-Adm-AI-111 
January  20,  1956. 
Illustration  A 

Executive  Office  of  the  President 
Office  of  Defense  Mobilization 
memorandum 

As  a  woe  employee  of  the  Government  under  authority  of  subsection  710  (b) 
of  the  Defense  Production  Act  of  1!)50,  as  amended,  your  activities  are  limited 
by  the  following  subsection  of  that  act ; 

“(3)  Appointees  under  this  subsection  (b)  shall,  when  policy  matters  are 
involved,  be  limited  to  advising  appropriate  full-time  salaried  Government  otH- 
cials  who  are  responsible  for  makitig  policy  decisions.” 

Consonant  with  the  statutory  limitation  you  will  refer  the  making  of  policy 
decisions  to  me  or  to  the  Deputy  Director  when,  in  the  discharge  of  your  otficial 
duties,  such  decision  becomes  necessary.  You  are,  of  course,  free  to  recommend 
policy  or  to  participate  in  the  deevlopment  of  recommendations  with  respect  to 
policy  matters  and  you  are  free  to  make  decisions  in  the  area  of  your  duties  and 
responsibilities  which  conform  to  established  policy. 

Arthur  S.  Flemming,  Director. 

Original  to  appointee.  Copy  to  Personnel. 


interior 

On  January  1.  1956,  the  Interior  Department  had  one  appointee  on  its  rolls 
under  the  authority  of  section  101  (a)  of  Executive  Order  10647.  This  individual 
was  separated  on  January  6, 1956,  and  there  were  no  new  appointments  during  the 
3-month  period.  The  Department  therefore  had  no  AVOC  employees  on  its  rolls 
under  the  authority  of  the  Defense  Production  Act  as  of  March  31,  1956. 

On  January  1,  1956,  the  Department  of  Interior  had  7  consultants  and 
experts  on  its  rolls  under  the  provisions  of  section  101  (b)  of  Executive  Order 
10647.  There  were  2  separations  and  no  new  appointments  during  the  3-month 
period  so  that  as  of  March  31,  1956,  there  were  5  appointees  on  the  rolls  under- 
this  section  of  the  Executive  order. 
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Department  of  Defense 

Offlce  of  the  f^ccretary 

On  January  1,  1956,  the  Office  of  the  Secretary  of  Defense  had  no  WOO  ap¬ 
pointees  on  its  rolls  under  the  authority  of  section  101  (a)  of  Executive  Order 
10647,  nor  were  there  any  apiwintments  under  this  authority  during  the  3-month 
period  between  January  1  and  March  31,  1956. 

On  January  1,  1956,  the  Office  of  the  Secretary  had  two  consultants  and  ex¬ 
perts  serving  under  the  provisions  of  section  101  (b)  of  Executive  Order  10647. 
There  were  no  new  appointees  under  this  section  so  that  there  was  a  total  of  two 
employees  on  the  rolls  as  of  March  31, 1956. 

The  Office  of  the  Secretary  of  Defense  has  issued  no  new  instructions  with 
regard  to  the  employment  of  WOC’s  under  the  authority  of  the  Defense  Produc¬ 
tion  Act  since  our  last  report. 

Army 

On  January  1,  1956,  there  were  19  Individuals  serving  without  compensation 
in  the  Department  of  the  Army,  under  the  authority  of  section  101  (a)  of  Execu¬ 
tive  Order  10647.  In  the  period  between  January  1  and  March  31,  1956,  there 
were  no  new  appointments  so  that  these  19  individuals  were  the  only  ones  carried 
on  the  rolls  as  of  March  31,  1956. 

Since  all  of  these  19  appointees  had  been  on  the  rolls  since  August  1,  1955,  re¬ 
vised  financial  statements  .should  have  been  filed  with  the  Federal  Register.  The 
Commission’s  clarifying  instructions  in  this  regard  have  been  brought  to  the  at¬ 
tention  of  proper  officials  in  this  Department  and  we  have  been  advised  that 
revised  statements  will  be  filed  as  rapidly  as  possible. 

The  instructions  issued  by  the  Department  of  the  Army  with  regard  to  the 
appointments  of  consultants  and  experts  with  and  without  compensation  which 
were  detailed  in  our  previous  survey  have  not  been  amended  or  changed. 

Air  Force 

On  January  1,  1956,  the  Department  of  the  Air  Force  had  four  individuals 
serving  under  the  authority  of  section  101  (a)  of  Executive  Order  10647  and 
section  710  (b)  of  the  Defense  Production  Act.  Between  January  1  and 
March  31,  1956,  there  was  one  additional  appointment.  There  were  no  sepa¬ 
rations.  Therefore,  as  of  March  31,  1956,  there  were  five  individuals  serving 
under  this  authority.  The  case  of  the  one  individual  who  was  appointed  dur¬ 
ing  this  period  was  reviewed  in  detail  and  it  was  found  that  the  files  contained 
adequate  statements  by  tbe  agency  as  to  the  certificates  required  by  section 
301  (a)  of  the  Executive  order,  as  well  as  the  additional  requirements  of  section 
301  (b).  It  was  also  found  that  there  was  compliance  with  regard  to  the  material 
required  to  be  filed  with  the  Federal  Register  under  sections  302  (a)  and  302  (b). 

Agency  officials  advised  that  immediate  steps  would  be  taken  to  see  that  the 
one  individual  who  has  continued  on  the  rolls  since  August  1,  1955,  files  the 
required  revision  of  his  financial  statement  immediately. 

The  general  instructions  and  standards  issued  by  the  Air  Force  relating  to 
the  employment  of  consultants  and  experts  which  were  quoted  in  detail  in  our 
last  survey  report  were  not  changed  during  this  3  months’  period. 

The  Department  of  the  Air  Force  has  not  employed  consultants  or  experts 
under  the  provisions  of  section  101  (b)  of  the  Executive  order  and  section 
710  (c)  of  the  Defense  Production  Act. 

GENERAL  SERVICES  ADMINISTRATION 

On  January  1,  1956,  the  General  Services  Administration  had  one  appointee 
on  its  rolls  under  the  authority  of  section  710  (b)  of  the  Defense  Production 
Act.  There  were  no  new  appointments  between  January  1  and  March  31,  1956. 
There  are,  therefore,  no  new  cases  to  be  covered.  A  revised  financial  state¬ 
ment  had  not  been  filed  by  the  one  individual  still  employed.  We  are  assured 
that  the  revision  will  be  filed  immediately.  The  individual  concerned  is  not  in 
Washington  and  the  agency  is  having  difficulty  in  locating  him  in  order  to  obtain 
the  financ-ial  change  statement. 

On  January  1,  1956,  the  General  Services  Administration  had  five  appointees 
on  its  rolls  under  the  authority  of  section  710  (c)  of  the  Defense  Production 
Act.  In  the  period  between  January  1  and  March  31,  1956,  there  was  one  new 
appointee.  This  was  Mr.  Ray  T.  Middleton.  The  file  on  Mr.  Middleton  was 
reviewed  and  it  was  found  that  the  information  in  his  personnel  folder  was 
extremely  meager  and  incomplete.  The  position  description  was  obscure  and 
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it  was  impossible  to  tell  from  it  the  exact  nature  of  Mr.  Midtlleton’s  assign¬ 
ment.  The  application  form  was  also  incomplete.  From  the  work  experience- 
listed  on  it  we  could  find  nothing  to  support  Mr.  Middleton’s  appointment  as 
a  consultant  in  the  field  of  stockpiling  critical  materials. 

The  foregoing  was  brought  to  the  attention  of  agency  officials.  We  are  in¬ 
formed  that  Mr.  Middleton  will  not  be  called  for  active  duty  and  that  his  appoint¬ 
ment  will  be  allowed  to  expire. 

The  instructions  issued  by  the  General  Services  Administration  with  regard 
to  employees  without  compensation  have  not  been  changed  since  previously 
reported. 

INTERSTATE  COMMERCE  COMMISSION 

On  January  1,  1956,  the  Interstate  Commerce  Commission  had  5  individuals 
on  its  rolls  under  the  authority  of  section  101  (a)  of  Executive  Order  10647  and 
section  710  (b)  of  the  Defense  Production  Act.  There  were  no  new  appointments 
between  January  1  and  March  31,  1956,  and  no  separations,  so  that  these  same  5 
individuals  were  on  the  rolls  at  the  close  of  the  period  surveyed.  All  of  these 
5  had  been  appointed  prior  to  August  1,  1955,  so  that  revised  financial  state¬ 
ments  should  have  been  filed  with  the  Federal  Register  as  of  February  1,  1956. 
The  instructions  recently  issued  by  the  Civil  Service  Commission  in  this  regard 
were  brought  to  the  attention  of  agency  officials. 

In  our  last  survey  report  it  was  stated  that  the  Interstate  Commerce  Com¬ 
mission  had  Issued  no  instructions  to  assure  that  WOC’s  are  used  in  an  advisory 
capacity  only,  in  connection  with  policy  decisions.  We  are  now  informed  that 
all  officials  and  employees  are  required  to  sign  a  statement  setting  forth  that  they 
have  no  “official  relafion  to  or  own  any  security  of”  or  are  “in  any  manner 
pecuniarily  interested  in  any  carrier  or  other  agency  subject  to  any  provisions 
of  the  Interstate  Commerce  Act.” 

On  January  1,  1956,  the  Interstate  Commerce  Commission  had  5  individuals 
on  its  rolls  under  the  provisions  of  section  101  (b)  of  the  Executive  order  and 
section  710  (c)  of  the  Defense  Production  Act.  No  new  appointments  wmre  made 
during  the  3  months’  period  covered  by  the  survey  nor  w'ere  there  any  separations.. 
The  total  at  the  close  of  the  period,  therefore^  continued  at  five. 

Senator  Frear.  The  subcoininittee  will  stand  in  recess,  subject  to  the 
call  of  the  Chair. 

(Whereupon,  at  11 :  03  a.  m.,  the  subcommittee  was  recessed,  subject 
to  the  call  of  the  chairman.) 

(Sujiporting  .statements  in  connection  with  appointments  of  WOC’s 
supplied  by  Deiiartment  of  Commerce:) 

Office  Memouandi'm,  United  State.s  Government 

January  31,  1956. 

To;  Mr.  (’arlton  Hayward,  Director  of  Personnel. 

From:  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject:  Mr.  John  V.  Burley. 

Submitted  herewith  is  a  memorandum  including  concise  and  siiecific  state¬ 
ments  wdth  respect  to  the  circumstances  of  the  appointment  of  Mr.  .Tohn  V. 
Burley  as  Director,  Iron  and  Steel  Division,  on  a  WOC  basis. 

Mr.  Burley  W’as  appointed  to  this  position  November  30,  1955.  This  memoran¬ 
dum  completes  the  data  to  support  the  apiwintment  as  set  forth  in  the  BDSA 
Manual  Interim  I’roceilure  on  the  subject  of  WOC  appointments  pursuant  to  the 
Defense  Production  Act,  dated  December  22,  1955. 

February  1,  1956. 

To  the  best  of  our  knowledge,  there  were  no  qualified  candidates  available  from 
the  applicant  file,  RPL,  or  among  employees  currently  on  the  rolls. 
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Office  ^Memokandum  United  States  Government 

January  IS,  1956. 

To :  P.  G.  Asher,  Director  of  Administration. 

From:  Charles  Halcomb,  Deputy  Director,  Iron  and  Steel  Division. 

Subject :  WOO  appointment  of  Mr.  John  V.  Burley  to  position  of  Director,  Iron 

and  Steel  Division. 

It  is  requested  that  Mr.  John  V.  Burley,  Republic  Steel  Corp.,  Cleveland,  Ohio, 
producers  of  steel  mill  products  he  appointed  on  a  full-time  basis  as  WOC  Di¬ 
rector,  Iron  and  Steel  Division.  Mr.  Burley’s  corporation  has  agreeil  that  he 
may  serve  for  6  months.  It  is  therefore  recpiested  that  he  be  appointed  for  a  6- 
month  perioil. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
woe’s,  the  following  information  is  submitted; 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows : 

(1)  Defense  Production  Act  of  1950 

(2)  National  Security  Act  of  1947 

(3)  Strategic  and  Critical  Materials  Stockpiling  Act 

(4)  Reorganization  Plan  No.  3  of  1953 

(5)  Executive  Order  10480 

(6)  DMO-I-4  (ODM)  :  Agency  Responsilulities  in  Completing  and  Main¬ 

taining  the  Mobilization  Base 

(7)  DMO-1-7  K)DiM)  :  Delegation  of  Authority  to  Certain  Officers  and 

Agencies 

(8)  DMO-I-8  ((IDIM)  :  Assignment  of  Defense  Moinlization  Responsibili¬ 

ties — The  United  States  Department  of  Commerce 

(9)  DMO  V-1  (ODM):  Creating  an  Interdepartinental  Materials  Advisory 

Committee 

(10)  DMO  V-2  (ODM)  :  Establishment  of  a  Titanium  Advisory  Committee 

(11)  DMO  VII-5  (ODM)  :  Designation  of  Supply  and  Requirements 

Agencies 

(12)  DMO  VII-6  (ODJI)  :  Expansion  Goals 

(13)  DJIO  VlI-9  (ODM)  :  Establishment  of  Mobilization  Production  Com¬ 

mittee 

(14)  DMO  IX-1  (ODM)  ;  Reestaldishment  of  the  Telecommunications 

Planning  Committee 

(15)  Department  Order  No.  152;  Organization  and  Functions  of  the  Busi¬ 

ness  and  Defense  Services  Administration 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

(1)  Administration  of  the  defense  materials  system. — Tins  includes  recom¬ 
mendations,  where  appropriate,  for  directive  and  other  foians  of  special  assist¬ 
ance  in  aid  of  defense  and  AEC  procurement  and  production.  Also  included  is 
the  continuing  study  and  review  of  military  and  civilian  requirements  of  con¬ 
trolled  materials  for  the  purpose  of  determining  quarterly  military  setasides,  an 
essential  feature  of  DMS. 

(2)  titandhy  regulations  and  orders. — Development  of  such  regulations  and 
orders  for  partial  and  full  mobilization.  This  involves  intimate  knowledge  of 
military  and  civilian  requliamients  and  availability  of  materials  and  end  products, 
as  well  as  productive  capacity,  plant  locations,  and  similar  detailed  knowledge 
of  the  iron  and  steel  industry. 

(3)  Expansion  goals. — Advising  with  respect  to  such  goals.  This  involves 
.similar  knowledge  as  to  supply  and  reciuirements,  development  of  new  pn’oducts, 
substitutes,  etc. 

(4)  Stockpiling — Recommending  stockpile  goals,  rate  of  acquisition  and.  with¬ 
drawals,  etc. — This  requires  knowledge  as  to  material  sources,  rates  of  produc¬ 
tion  and  consumption  under  various  conditions,  availability  of  domestic  supplies, 
and  status  of  development  of  substitutes. 

(5)  Supply  and  requirements. — Correlation  of  requirements  under  mobiliza¬ 
tion  conditions  with  available  supplies  requires  the  same  type  of  si)ecialized 
familiarity  with  current  conditions  within  the  industry  as  is  needed  in  conneciton 
with  stockpiling  and  expansion  goal  activities. 

(6)  Feasibility  tests. — ’I’hese  involve  analysis  of  the  total  requirements  of 
defense,  defense-.supporting  and  minimum  civilian  requirements  in  various  eco¬ 
nomic  areas  in  relation  to  availabilities  (plant  capacities,  materials,  manpower. 
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etc. )  in  the  same  areas,  for  the  purpose  of  making  determinations  as  to  feasibility 
of  program  imojiosed  in  realtiou  to  mobilization. 

(7)  Industrial  defi  iise. — Data  must  be  developed  and  supplied  to  the  cognizant 
otiices  within  BDSA  for  their  use  in  rating  facilities  and  in  developing  appropri¬ 
ate  measures  to  minimize  loss  of  essential  production  as  a  result  of  enemy  attack. 
This  function  demands  current  familiarity  with  military  and  essential  civilian 
requirements,  location  of  sources  of  production,  transportation  and  distribution 
aspects,  and  identification  of  substitute  or  alternative  sources. 

In  order  to  carry  out  these  delegations  and  requests  in  connection  there¬ 
with,  this  Division  must  determine  and  assure  a  continuous  study  of  the  peace¬ 
time  and  wartime  .supply  and  demand,  both  domestic  and  international,  of  iron 
and  steel  products,  foundry  products,  ferroalloys,  pig  iron,  forgings,  refractories, 
and  ferrous  scrap,  and  the  facilities  required  for  their  production ;  products 
produced,  both  in  a  semifinished  state  for  further  fabrication  and  semifabri- 
cated  products  for  consumption  (see  attached  product  scope).  The  defense 
activities  and  pi-ograms  of  this  Division  which  the  appointee,  as  Director  of 
the  Iron  and  Steel  Division,  is  resiwnsible  for  are  as  follows : 

The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilization. 
This  classified  study  is  now  being  conducted  by  the  Department  of  Defense 
and  the  Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incum¬ 
bent  to  direct  the  personnel  of  tlie  Iron  and  Steel  Division  to  the  extent  neces¬ 
sary  for  a  proper  appraisal  of  these  military  retiuirements  and  the  development 
of  feasible  studies  as  to  the  industry  capacity,  from  which  will  be  established 
basic  data  mobilization  requirements  sheets.  These  will  require  a  knowledge 
of  the  interchangeability  of  producing  facilities  to  make  the  various  products 
required  and  an  understanding  of  the  interrelationships  of  production  practices 
in  a  very  complex  industry. 

Stockpile  and  conservation :  This  involves  making  recommendation  on  iron 
and  particularly  nickel  and  ferroalloy  stockpiling,  conservation  policies  and 
oijeratious.  Recommendations  include  opinions  on  stockpile  goals,  rate  of 
stockpile,  etc.,  with  due  consideration  to  the  effect  on  defense  and  civilian 
production  and  the  stability  of  the  industry. 

Mobilization  readiness  program :  The  overall  objective  of  this  program  is  to 
develop  a  mobilization  plan  that  lies  within  the  Nation’s  material  and  physical 
resources  and  generates  the  maximum  military  power  that  these  resources 
can  support,  with  due  consideration  of  the  needs  and  contributions  of  the  rest 
of  the  free  world.  This  involves:  («)  studies  and  investigations  in  collabora¬ 
tion  with  other  Government  agencies  and  with  industry,  to  determine  the  pro¬ 
ductive  potential  of  the  iron  and  steel  industry  to  meet  all-out  mobilization 
requirements;  (b)  identification  where  possible  of  serious  deficiencies  in  indus¬ 
trial  capacity  that  will  be  needed  at  the  time  of  emergency;  (c)  recommenda¬ 
tions  for  tax  amortization  and  loans  in  connection  with  the  exiiansion  of 
industrial  capacity  needed  to  meet  current  defense  production  goals,  as  well  as 
mobilization  requirements  (such  recommendations  in  every  instance  to  be  made 
by  a  full-time  career  employee)  ;  (d)  maintaining  and  keeping  up-to-date  in¬ 
dustrial  production  and/or  materials  control  on  the  economy  for  defense  purposes. 

The  Department’s  program  to  foster,  promote  and  develop  United  States 
industry  and  commerce  involves  serving  at  the  focal  point  for  the  iron  and 
steel  and  related  industries  within  Government,  and  advising  the  Administrator 
and  the  Secretary  of  Commerce  on  policies  and  actions  for  carrying  out  the 
Department’s  programs.  It  involves  participating  with  the  iron  and  steel  in¬ 
dustry  and  the  industry  advi.sory  committees  in  advocating  national  economic 
policies  designed  to  promote  industrial  expansion  and  business  programs  at 
home  and  abroad;  develop  plans  to  prevent  and  alleviate  business  research; 
proposing  policies  to  promote  business  stability  and  progress ;  providing  infor¬ 
mation,  guidance,  and  judgments  on  industry  affairs ;  and  working  closely 
with  industry  and  industry  associations  in  representing  business  in  Government. 

The  incumbent  is  responsible  for  establishing  the  organization,  as  well  as 
orierating  plans,  recommendations  and  procedures  needed  to  achieve  the  ob- 
jei'tives  of  the  Division. 

The  incumbent  shall,  when  policy  matters  are  involved,  be  limited  to  advising 
appropriate  full-time  Government  salaried  officials  who  are  responsible  for 
making  policy  decisions. 

Section  .05  (b)  :  The  foregoing  activities  require  a  knowledge  of  the  current 
methods  used  in  the  steel  industry  in  production,  distribution,  metallurgy  and 
administration.  It  also  reipiires  a  current  knowledge  of  the  interchangeability 
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of  producing  facilities  and  an  understanding  of  the  relationship  of  production 
practices  and  processes  of  the  iron  and  steel  industry  including  technological 
improvements  not  ordinarily  to  be  found  in  a  full-time  salaried  employee.  It 
is  the  responsibility  of  the  Iron  and  Steel  Division  to  visualize  the  industry 
as  a  whole  and  to  assure  adequate  supply  requirements,  both  for  current  de¬ 
fense  needs  and  in  the  event  of  full  mobilization.  Essential  studies  and  surveys 
to  ascertain  the  facts  are  of  such  magnitude,  they  must  necessarily  be  of  a 
joint  Government-industry  interest.  This  Division,  therefore,  must  with  the 
full  cooperation  of  industry  assure  essential  facilities  and  production  of  a 
balanced  nature.  To  participate  in  the  organization  and  activities  of  such  sur¬ 
veys  and  studies,  the  position  of  the  Director  of  the  Iron  and  Steel  Division 
requires  a  person  of  diversified  experience  in  the  iron  and  steel  industry,  which 
could  only  be  gained  over  a  long  i>eriod  of  time  and  in  the  recent  operations 
of  this  industry  where  many  technological  changes  are  taking  place.  Accord¬ 
ingly,  it  has  been  concluded  that  the  duties  of  the  position  rerjuire  outstanding 
experience  and  ability  such  as  could  be  gained  only  by  a  lengthy  and  recent 
experience  in  the  industry. 

Section  .05  (c)  :  To  this  end,  we  have  been  fortunate  in  locating  a  WOC, 
Mr.  .John  V.  Burley,  who  not  only  qualifies  admirably  with  his  background  and 
industry  experience,  but  can  furnish  for  this  task  the  requisite  guidance  and 
results  over  the  6-month  period,  graciously  accorded  by  his  firm.  Republic 
Steel  Corp.,  a  leader  in  the  field  of  production  of  steel  mill  products,  carbon, 
alloy,  and  stainless.  Mr.  Burley,  after  his  honorable  discharge  from  the  Army 
in  February  1919,  joined  the  Midvale  Steel  &  Ordnance  Co.,  Detroit,  Mich., 
doing  general  sales  work.  From  192.3  to  1925  he  was  in  general  sales  work 
for  the  Bethlehem  Steel  Co.,  Detroit,  Mich.  In  1925  he  joined  the  Republic 
Steel  Corp.  and  has  been  with  that  steel  producer  ever  since,  working  in  various 
departments  and  assuming  progressively  important  positions.  At  present 
Mr.  Burley  is  assistant  general  manager  of  sales  of  the  Republic  Steel  Corp., 
having  supervision  of  sales  and  personnel  in  six  of  their  district  sales  oflBces, 
in  addition  to  assisting  in  overall  supervision  of  all  sales  districts.  His  length 
of  service  with  Republic  Steel  Corp.  alone,  from  1925  through  1955,  has  given 
him  an  outstanding  opiwrtunity  to  become  thoroughly  familiar  with  the  varied 
problems  having  to  do  with  production,  distribution  and  personnel.  During 
such  service  it  has  been  necessary  for  him  to  work  closely  with  other  steel 
producers  and  with  a  great  many  steel-consuming  industries  which  has  given 
him  a  current  knowledge  of  production  and  distribution  methods  of  the  industry 
and  has  kept  him  in  close  touch  with  recent  technological  improvements.  He 
is  extremely  well  thought  of  by  men  in  similar  i)ositions  in  the  iron  and  steel 
industry  which  will  be  of  great  value  in  securing  cooperation  between  Govern¬ 
ment  and  the  iron  and  steel  and  related  industries. 

IRON  AND  STEEL  PRODUCTS - WROUGHT  AND  CAST 

(Either  Carbon,  Alloy,  or  Stainless) 

Ingots  and  semifinished  (blooms,  billets,  slabs,  tube  rounds,  sheet  bar) 
Structural  shapes  and  piling 
Plates,  sheared,  universal  and  strip 

Rails  and  track  accessories  (joint  bars,  tie  plate,  track  spikes) 

Forged  and  rolled  wheels  and  axles 

Bare — hot  rolled,  cold  finished  and  reinforcing 

Tool  steel 

Pipe  and  tubing 

Wire  rods,  drawn  wire,  wire  products,  such  as  nails,  bale  ties,  woven-wire  fence, 
barbed  and  twisted 

Tin-mill  products  (black  plate,  tin  and  turne  plate,  hot  dipped  tinplate,  electro¬ 
lytic  plate) 

Sheet  and  strip — hot  rolled,  cold  rolled,  galvanized,  enameling  and  electrical 

Forgings— all  types 

Ferrous  castings — all  types 

Pig  iron 

Refractories 

Ferroalloys  and  alloying  elements  such  as  nickel,  chrome,  tungsten,  manganese, 
etc. 

Ferrous  scrap 
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Office  ^Iemoiunditm,  United  States  Government 

Febrcakt  6,  1956. 

To:  Carlton  Hayward,  Director  of  Personnel. 

From :  Clias.  F.  Honeywell,  Administrator,  BDSA. 

Subject:  WOC  Appointment  for  .losepli  P.  Crosby. 

Stibmitted  herewith  are  certificate  concerninfi  aiiiiointment  without  coiniien- 
sation,  a  memorandum  including  concise  and  specific  statements  with  respect  to 
the  circumstances  of  the  appointment  and  forms  SF-.52,  SF-57,  CD-79,  SF-86, 
}.5U_87,  and  WOC-2  for  the  apimintment  of  Hr.  .Toseiih  P.  Crosby  as  Director, 
MptalworkinK  Equipment  Division,  on  a  WOC  basis. 

Notice  of  vacancy  (WOC-1)  for  this  iiosition  was  submitted  to  your  office 
February  6,  1950. 

The  position  of  Director.  Metalworklns  Equipment  Division,  has  been  vacant 
since  the  termination  of  IMr.  Ralph  Raldenhofer's  ai)pointment  to  that  position 
November  4,  1955.  Hr.  Crosby  will  be  available  as  soon  as  he  is  notified  that 
his  appointment  action  can  be  completed,  therefore,  it  is  requested  that  the 
proce.sses  necessary  for  a  waiver  of  security  clearance  for  Mr.  Crosby  lie  started 
as  soon  as  i>ossible. 


(Certain  repetitive  material  has  been  deleted  from  the  following  memorandum) 
Ofiuce  Memorandum,  United  States  Government 

Fehruaey  1,  19.56. 

To  :  Mr.  1*.  G.  Asher,  Director  of  Administration. 

From  :  N.  A.  Ol.sen,  Acting  Director,  IMetalworking  Equipment  Division. 

Subject:  WOC  appointment  of  IMr.  Joseph  Patrick  Crosby  to  position  of  Director. 

It  is  reonested  that  Mr.  .lose])h  Patrick  Crosby,  vice  president,  the  Lapointe 
Machine  Tool  Co.,  Hudson,  Mass.,  manufacturers  of  machine  tools,  broaches, 
and  related  products  and  past  i)resident  of  the  American  Society  of  Tool  En¬ 
gineers.  be  ai)pointed  on  a  full-time  liasis  .as  a  WOC  Director  of  the  Metalworking 
Equipment  Division.  Mr.  Crosby’s  company  has  agreed  that  he  may  serve  for 
6  months.  It  is  therefore  recjuested  that  he  be  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
woe’s,  the  following  information  is  submitted  : 

Section  .05  (a)  :  The  RDSA  is  responsihle  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the  De¬ 
partment,  including  but  not  limited  to  the  following : 

****••• 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

•  **♦♦*• 

The  Division  is  responsible  for  cariying  out  the  foregoing  functions  and  activi¬ 
ties  as  they  relate  to  metalworking  equipment  industries  and  to  industry  in  gen¬ 
eral.  In  the  field  of  mobilization  planning  the  Division  analyzes  mobilization 
and  defense  supporting  industries’  requirements  and  compares  them  to  the  poten¬ 
tial  productive  capacities  of  the  metalwoi’king  industries  in  determining  the 
most  effective  methods  of  industry’s  participation  in  current  defense  programs 
and  future  national  emergencies.  In  cooperation  with  Government  and  indus¬ 
try,  the  Division  reviews  the  current  activities  of  the  metalworking  equipment 
industries  to  assist  in  maintaining  a  strong  national  economy  from  the  standpoint 
of  production  levels,  adequate  facilities,  and  availability  of  skilled,  technical,  and 
engineering  personnel.  Defense  activities  and  programs  which  appointee  will 
direct  the  iierformance  of,  his  re.sponsihilities  and  duties  therewith,  together  with 
his  programing  in  particular  fields  for  which  he  is  specially  qualified,  based  upon 
background  training  and  exiierience,  are  as  follows: 

He  will  .assist  in  studying  and  appraising  mobilization  requirements  for 
machine  tools,  broaches  and  cutting  tools  and  related  metalworking  equipment, 
appraise  these  requirements  in  the  light  of  industry  capacity,  calling  attention 
to  deficiencies  in  capacity,  and  will  develop  essential  plans  and  procedures  for 
the  establishment  and/or  maintenance  of  a  sound  mobilization  base.  He  will 
review  the  military  and  defense  supporting  requirements  for  long  lead  time 
machine  tools  and  related  component  studies  leading  to  governmentiil  action 
tor  immediate  procurement  for  defense  and  mobilization  needs.  He  will  review 
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and  assist  in  the  implementation  of  the  M-day  machine  tool  trigger  program 
and  assists  in  developing  other  trigger  programs  as  may  be  determined  to  be 
necessary.  He  will  outline  plans  and  methods  whereby  additional  engineers  and 
skilled  personnel  can  be  provided  for  the  metalworking  industries,  both  to  meet 
■current  defense  needs  and  mobilization  requirements.  He  will  act  as  adviser 
and  counsel  in  his  field  of  specialized  competence  to  other  governmental  agen- 
>cies,  particularly  the  Air  Force,  Armj',  Navy,  Atomic  Energy  Commission,  Office 
of  Defense  Mobilization,  General  Services  Administration,  and  the  Maritime 
Administration. 

Se<;tion  .O.")  (b)  ;  The  foregoing  activities  require  a  current  knowledge  of 
industrial  systems,  particularly  in  metalworking  industries,  and  methods  not 
•ordinarily  found  in  full-time  salaried  Government  employees.  It  has  accordingly 
been  concluded  that  the  duties  of  the  position  require  outstanding  experience 
and  ability  such  as  could  be  gained  ordinarily  only  by  recent  experience  in  the 
industry. 

Section  .05  (c)  :  To  this  end  we  have  been  fortunate  in  locating  a  WOC,  Mr. 
Josei)h  Patrick  Ctosby,  who  not  only  qualifies  admirably  with  his  background 
and  industry  experience,  but  can  furnish  for  this  task  the  requisite  guidance  and 
results  over  the  6-inonth  i)eriod  graciously  accorded  by  his  firm. 

INUtrSTKI.M,  SlC(n[EXTS  AXI)  PKODUCT  SCOPE  OF  THE  METALWORKING  EQUIPMENT 

DIVISION 

(List  of  24  classes  of  metalworking  equipment  has  been  deleted) 


Memorandum 


February  6,  1956. 


To  :  Director  of  Personnal. 

From :  Administrator,  PDSA. 

•Sub.ject ;  Notice  of  vacancy  in  operating  position. 

The  follownug  position  is  vacant  in  BDSA :  Director,  Metalworking  Equip¬ 
ment  Division — GS-IT. 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried 
basis.  It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment 
available  to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position. 
In  the  event  recruitment  sources  reveal  no  qualified  persons  available  to  serve 
in  this  position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and 
return  this  memorandum  indicating  this  fact  in  order  that  action  may  be  in- 
.stituted  to  obtain  the  services  of  a  qualified  person  on  a  WOC  basis. 


Notification  that  no  qualified  salaried  employee  is  known  to  be  available. 

The  recruitment  sources  of  this  office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has  been 
determined  b.y  review  of  the  applicant  file,  RPL,  and  employees  currently  on 
BDSA  rolls. 

Carlton  Hayward, 
Director  of  Personnel. 

February  10,  1956. 

1.  Suggest  that - folder  attached,  be  considered  for  this  position. 

F.  Se.vmour,  February  7,  1956. 

2.  No  candidates.  N.  B.  W..,  February  7,  1956. 

3.  No  qualified  candidates  on  RPL  or  in  applicant  files.  M.  A.,  February  8, 
1956. 


Office  Memor^vndum,  United  States  Government 

January  10,  1956. 

To :  Mr.  P.  G.  Asher,  Director  of  Administration 

From :  Courtlandt  F.  Denney,  Director,  Power  Equipment  Division 

Subject:  WOC  appointment  of  Mr.  Wilbur  F.  Dueringer  to  position  of  Director. 

It  is  requested  that  Mr.  Dueringer,  now  employed  by  Allis  Chalmers  Manu¬ 
facturing  Co.,  Milwaukee,  Wis.,  manufacturers  of  heavy  power  equipment,  be 
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appointed  on  a  full-time  basis  as  a  WOG  Director  of  this  Division.  Mr.  Duer- 
inger’s  company  has  agreed  that  he  may  serve  for  6  months.  It  is  therefore 
requested  that  he  be  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment 
of  woe’s,  the  following  information  is  submitted ; 

Section  .05  (a)  ;  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows; 

**#*♦•♦ 

Pursuant  to  these  authorities,  the  BDSA  perfoiuus  the  following  defense  and 
mobilization  activities : 

This  Division  is  responsible  for  carrying  out  the  above  functions  and  activities 
as  they  relate  to  industries  engaged  in  the  manufacture  of  heavy  power-gen¬ 
erating  equipment,  ship  propulsion  gears,  nuclear  reactors  and  related  power¬ 
generating  equipment,  all  kinds  of  pressure  vessels  and  shop  assembled  tanks, 
prime  mover  generator  sets  driven  by  diesel,  natural  gas,  and  dual  fuel  engines, 
fabricated  metal  piping,  water  softeners  and  water-conditioning  equipment. 

Specifically,  during  the  period  of  tenure  of  Mr.  Dueringer  as  Director,  the  Di¬ 
vision  will  be  engaged  and  Mr.  Dueringer  will  participate  in  the  following  ac¬ 
tivities  and  programs : 

This  Division  is  responsil)le  for  supplying  a  chairman  of  an  interagency  com¬ 
mittee  known  as  the  Mobilization  Boiler  Study  Group.  This  committee  as¬ 
sembles  and  correlates  the  requirements  with  available  supplies  of  land  and 
marine  boilers  under  full  mobilization  conditions.  The  report  and  recom¬ 
mendations  of  this  committee  have  been  .submitted  to  ODM.  Within  the  next 
few  weeks  it  is  anticipated  that  this  committee  will  be  called  upon  to  explain 
its  findings  and  recommendations  to  an  advisory  committee  which  has  been  ap¬ 
pointed  by  Dr.  Flemming  and  which  has  been  known  as  the  Vance  committee. 

The  Division  is  also  responsible  for  furnishing  the  chairman  of  an  interagency 
committee  known  as  the  ^Mobilization  Stud.v  Group  for  Steam  Turbines  and 
Marine  Propulsion  Gears.  This  committee  has  submitted  its  reiwrt  and  rec¬ 
ommendations  to  ODM.  ODM  upon  advice  and  approval  from  the  Vance  Com¬ 
mittee  has  authorized  GSA  to  procure  .$70  million  worth  of  machine  tools  and 
equipment  for  rounding-out  the  capacity  of  turbine  and  gear  manufacturers. 
This  division  is  responsible  for  certifying  to  GSA  the  exact  list  of  tools  and 
equipment  which  are  required  by  the  manufacturers. 

Nuclear  reactors  have  recentl.v  been  assigned  to  this  division.  This  is  a  com¬ 
pletely  new  industry  which  is  growing  by  leaps  and  bounds.  The  potential  ap¬ 
plications  of  this  product  encomi)ass  every  branch  of  military,  industrial,  and 
welfare  projects,  so  that  a  tremendous  amount  of  time  is  I'equired  to  follow  the 
day-to-day  developments  of  this  industry. 

Section  .05  (b)  :  The  foregoing  activities  require  a  current  knowledge  of  in¬ 
dustrial  sy.stems  and  methods  not  ordinaril.v  to  be  found  in  fulltime  salaried 
Government  employees.  It  has  accordingly  been  concluded  that  the  duties  of  the 
position  require  outstanding  experience  and  ability  such  as  could  be  gained  only 
by  recent  experience  in  the  industry. 

Section  .05  (c)  :  To  this  end  we  have  been  fortunate  in  locating  a  WOC,  Mr. 
Dueringer,  who  not  only  qualifies  admirably  with  his  background  and  industry 
experience,  but  can  furnish  for  these  tasks  the  requisite  guidance  and  results 
over  the  6-month  period.  Witli  the  exception  of  power  boilers,  his  firm  is  a 
leader  in  the  fields  mentioned  above. 

Mr.  Dueringer  has  served  as  a  field  engineer  in  charge  of  the  installation, 
testing  and  operation  of  steam-turbine  generator  units  in  many  utility  power 
plants.  Since  1050  he  has  been  supervisor  of  sales  of  steam  turbine  units  20,000 
kilowatts  and  larger.  This  position  involves  supervision  of  several  applica¬ 
tion  engineers  in  their  work  of  preparing  proposals  and  selecting  the  right  tur¬ 
bines  to  fit  their  customers  requirements.  It  also  involves  supervision  of  all 
their  field  service  engineers.  His  company  is  very  active  in  the  field  of  nuclear 
powered  turbines  which  will  be  one  of  our  chief  responsibilities  in  the  next 
6  months. 
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Memorandum 

December  28,  1956. 

To:  Director  of  Personnel. 

From:  Administrator,  BDSA  (original  signed  by  H.  B.  McCoy,  Acting  Adminis¬ 
trator. 

Subject :  Notice  of  Vacancy  in  Operating  Position. 

The  following  position  will  become  vacant  in  BDSA  on  or  about  February  25, 
1956,  as  a  result  of  the  current  incumbent  completing  his  tour  of  duty : 
Director,  Power  Equipment  Division,  GS-17. 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried  basis. 
It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment  available 
to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position.  In  the 
event  recruitment  sources  reveal  no  qualified  persons  available  to  serve  in  this 
position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and  return 
this  memorandum  indicating  this  fact  in  order  that  action  may  be  instituted  to 
obtain  the  services  of  a  qualified  person  on  a  WOO  basis. 

Notification  that  no  qualified  salaried  employee  is  known  to  be  available. 

The  recruitment  sources  of  this  office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has  been 
determined  by  review  of  the  applicant  file,  RPL,  and  employees  currently  on 
BDSA  rolls. 

Carlton  Hayward, 
Director  of  Personnel. 

February  2,  1936. 


Office  Memoi{andum,  United  States  Government 

December  28, 1955. 

To :  Mr.  P.  G.  Asher,  Director  of  Administration. 

Prom :  Lowell  B.  Kllgoi'e,  Deputy  Director,  Chemical  and  Rubber  Division. 
Subject :  WOC  Appointment  of  Mr.  George  A.  Powles  to  Position  of  Director. 

It  is  requested  that  Mr.  George  A.  Fowles,  now  employed  by  the  B.  P.  Goodrich 
Chemical  Co.,  Cleveland,  Ohio,  be  appointed  on  a  full-time  basis  as  a  WOC  director 
in  this  division.  Mr.  Fowles’  company  has  agreed  that  he  may  serve  for  6  months. 
It  is  therefore  requested  that  he  be  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
woe’s,  the  following  information  is  submitted: 

Section  .05  (a).  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the  De¬ 
partment  as  follows : 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobiiization  activities : 

*  0  *  *  *  0 

January  25,  1956. 

To  the  best  of  our  knowledge  there  are  no  qualified  candidates  available  from 
the  applicant  file,  RPL,  or  among  employees  currently  on  the  rolls. 

Russell  A.  Johnson. 

******* 

This  Division  is  responsible  for  carrying  out  the  above  functions  and  activities 
as  they  relate  to  the  chemical  and  rubber  industries. 

Specifically,  during  the  period  of  tenure  of  Mr.  Fowles  as  Director,  the  Di¬ 
vision  will  be  engaged  and  Mr.  Fowles  will  participate  in  the  following  activi¬ 
ties  and  programs :  Experience  gained  during  Korea  demonstrated  that  the 
plastics  materials  area  of  the  chemical  industry  i)resented  some  of  our  most 
difficult  availability  and  distribution  problems.  In  fact,  half  of  the  mandatory 
(allocation)  orders  pertained  to  these  materials.  Such  materials  are  generally 
made  by  only  one  company  resulting  in  serious  impact  when  the  military  decides 
to  use  them  as  for  making  solid  proi>ellants  for  rockets,  airplane  takeoff  boosters, 
airplane  fuel  tanks,  wire  and  cable  coverings,  and  the  like. 

Also,  the  low  rate  of  civilian  requirements  compared  to  military  usage  has 
discouraged  the  expansion  of  such  production  although  plastic  materials  as  a 
whole  have  expanded  rapidly.  However,  the  goal  for  plastic  expansion  was 
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(lifiiciilt  to  till.  Actiially  only  some  65  percent  of  the  expansion  was  taken 
and  the  goal  closed  representing  tlie  largest  deficit  of  any  of  the  67  chemical 
goals. 

In  addition  to  the  foregoing  problems  of  the  plastics  industries,  it  has  been 
very  difiicnlt  to  obtain  estimates  of  military  recpiirements  for  full  mobiliza¬ 
tion.  This  responsibility,  with  its  obvious  connotations  of  new  and  additional 
program  activity,  has  recently  been  placed  in  this  Division  by  ODM. 

It  is  therefore  very  evident  from  the  foregoing  l)rief  statement  of  some  of 
the  problems  facing  this  Division  in  connection  with  mol)ilization  and  defense 
retiuirements  that  certain  very  special  assistance  is  required  at  this  time. 
Specilically,  it  is  deemed  necessary  to  have  the  full-time  services  of  an  ex- 
liert  in  tlie  field  of  plastic  materials  (particularly  that  segment  iniown  as 
the  thermoplastics)  who  is  intimately  familiar  with  the  iiresent  industrial 
imsition. 

The  program  of  tliis  Division  during  tlie  first  lialf  of  calendar  year  15)56  will 
include,  among  otliers,  a  complete  reappraisal  of  the  jilastic  materials  industry 
comprising  (1)  individual  idant  eapacities,  (2)  raw  materials  reipiirements, 

(5)  siH'cial  equipment  needs  and  availabilities,  (4)  substitutions  and  alter¬ 
natives,  and  (.5)  preparation  of  estimates  of  full  mobilization  reiiuirements. 

Tlie  plastics  industi'y  is  among  tlie  most  rajiidly  exiianding  industries,  show¬ 
ing  an  annual  growtli  rate  of  15  percent,  or  5  times  that  of  all  industry. 
Furthermore,  the  rate  of  develoiiment  of  new  jilastic  materials  is  iihenonienal 
wherein  each  new  material  otters  new  and  different  projierties  <d'  interest  to 
the  military.  For  exainjile,  rockets  and  guided  missiles  depend  on  plastic 
materials  for  jirojiulsion.  It  is  evident,  therefore,  that  recency  of  industrial 
exjierience  in  an  expert  cajuicity  is  required  in  order  to  make  available  to  the 
Government  advices  and  information  not  otherwise  obtainable. 

It  is  necessary  that  information  he  made  available  to  the  Government  con¬ 
cerning  such  imjiortant  relatial  considerations  as  methods  of  shijiiiing,  jiackaging, 
and  the  customs  of  the  trade  in  order  to  assist  in  the  jireparation  of  “iihantom 
orders”  for  emergency  distributions  and  the  like. 

Section  .05  (b):  The  foregoing  activities,  which  are  scheduled  jirincijially 
to  begin  during  the  first  half  of  calendar  year  11>56,  will  require  the  leader- 
.shiji  of  a  man  who  has  the  current  knowledge  of  re<;ent  industry  te<-hnology 
ami  industrial  systems  and  metliods  not  ordinarily  to  be  found  in  full-time 
salaried  (Jovernment  employees.  It  has  accordingly  been  concluded  that  the 
duties  of  the  i)osition  require  outstanding  exjjerience  and  ability  such  as  could 
be  gained  ordinarily  only  by  recent  exjjerience  in  the  industry. 

Swtion  .05  (c)  :  The  jtrojiosed  ai)i»ointee  has  been  actively  engaged  in  tlie 
jdastic  materials  industry  for  14  years.  (He  is  a  charter  member  of  the 
Society  for  the  Plastics  Industry.)  More  sjiecifically  he  lias  been  in  the 
thermojilastics  jiart  of  the  industry  directly  related  to  military  requirements. 
He  was  a  member  of  various  Government  advi.sory  committees  charged  with 
develojiing  recommendations  for  collecting  statistics  in  the  plastics  industry. 

His  jiresent  jiosition  as  general  .sales  manager  for  plastic  materials  and 
jilasticizing  chemicals  keejis  him  in  daily  contact  with  all  recent  develojunents 
and  current  industry  jiosltions  and  practices.  This  not  only  applies  to  new 
technical  develojiments  but  to  trade,  transportation,  and  other  matters  not 
ordinarily  known  or  considered  by  Government  analysts  or  commodity 
sjiecialists. 

In  addition  to  the  foregoing  qualifications  not  ordinarily  available  to  the 
Government,  the  jiroposed  ai)i)ointee  has  had  both  a  formal  professional  edu¬ 
cation  and  ajijilled  industrial  exjieiTence. 


Ofuce  ^Iemor.\xi)UM,  United  St.vtes  Goveunment 

January  11,  1956. 

To  :  Carlton  Hayward,  Director  of  Personnel. 

From  :  Chas.  F.  Honeywell,  Administrator,  BDSA. 

Subject:  woe  appointment  for  Louis  F  Frazza. 

Submitted  herewith  are  certificate  concerning  appointment  without  compen¬ 
sation,  a  memorandum  Including  concise  and  specific  statements  with  respect 
to  the  circumstances  of  the  appointment  and  forms  SF-52,  SF-57,  SF-86,  and 
SF'-87  for  the  ajiiiointment  of  Mr.  Louis  F.  Frazza,  as  Director,  Water  and  Sewer¬ 
age  Industry  and  Utilities  Division. 
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The  material  referred  to  above  comiiletes  the  data  necessary  for  the  appoint¬ 
ment  action  of  Mr.  Frazza  witli  the  exception  of  the  letter  of  agreement  from  the 
applicant  that  he  will  within  80  days  from  the  date  of  appointment  submit  a 
financial  statement  to  be  filed  in  the  Federal  Register.  However,  Mr.  Frazza  was 
contacted  and  requested  to  accept  appointment  before  the  new  procedure  stated 
in  BDSA  Manual  Interim  Procedure,  dated  December  22,  19.J.5,  became  effective. 
At  that  time  Mr.  Frazza  indicated  his  willingness  to  submit  the  financial  state¬ 
ment  upon  appointment.  It  is,  therefore,  requested  that  you  proceed  with  the 
processes  necessary  to  appoint  Mr.  Frazza  immediately. 


Oii’ICE  MEMOUAXDUM,  UxiTEl)  ST.V.TES  COVEUNMENT 

January  9,  1956. 

To :  Mr.  P.  G.  Asher,  Director  of  Administration. 

From :  Walter  L.  Picton,  Deputy  l>irector.  Water  and  Sewerage  Industry  and 
Utilities  Division. 

Subject :  WOO  appointment  of  Mr.  Louis  F.  Frazza  to  the  position  of  director. 

It  is  requested  that  Mr.  lands  F.  Frazza,  now  employed  by  the  Transite  pipe 
division,  .lohns-Manville,  New  York,  N.  Y.,  manufacturers  of  asbestos  cement 
pipe,  be  appointed  on  a  full-time  basis  as  the  WOC  Director  of  this  Division.  iVlr. 
Frazza’s  company  has  agreed  that  he  may  serve  for  ti  months.  It  is  therefore 
requested  that  he  be  appointed  for  a  G-month  period. 

In  accordance  with  section  2.0.5  of  the  interim  procedure  for  appointment  of 
WDC’s,  the  following  information  is  submitted  : 

Section  .05  (a)  :  The  KDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  cauthority  of  the 
Department  as  follows : 

******* 

Pursuant  to  these  authorities,  the  P>DSA  perforins  the  following  defense  and 
mobilization  activities: 

*  4r  *  4:  * 

This  Division  is  responsible  for  carrying  out  the  above  functions  and  activities 
as  they  relate  to  the  Water  and  Sewerage  Industry  and  Utilities  Division  area 
which  includes  the  following: 

(1)  Water  workn. — M’ater  supply  source  development,  transmission,  treat¬ 
ment.  storage,  pumping,  and  distribution  for  industrial,  commercial,  and  domes¬ 
tic  use. 

(2)  Water  wells  for  all  purpo.ses. 

(8)  tietccrage  works  for  the  collection,  treatment,  and  disi>i)sal  of  industrial, 
commercial,  and  domestic  waterborne  waste. 

In  order  to  properly  discharge  these  responsibilities,  the  Division  must  develop 
the  following  standby  regulations  and  orders: 

(1)  Water  and  sewerage  utilities  order  covering  operating  inventories;  main¬ 
tenance,  repair,  and  operation;  minor  construction,  and  major  capital  im- 
provement.s. 

(2)  Water  well  drilling  order  covering  inventories  and  quota  control  of  mate¬ 
rial  for  water  well  drilling  contractors. 

(8)  Wiiter  well  limitation  order  for  the  conservation  and  protection  of  crit¬ 
ical  ground  water  areas. 

(4)  Public  water  suppl.v  limitation  order  for  limiting  and  rationing  public 
water  suppl.y  in  critical  shortage  areas  for  the  benefit  of  high  priority  defense 
activities. 

(5)  Surface  water  resources  limitation  order  for  the  limitation  and  alloca¬ 
tion  of  available  surface  water  supplies  in  surface  water  critical  shortage  areas 
for  the  benefit  of  essential  defense  activities. 

In  order  to  discharge  these  resiwnsibilities,  the  Division  must  maintain  con¬ 
tinuous  studies  of  the  peacetime  and  wartime  supply  and  demand  for  water 
and  sewerage  service  which  may  be  outlined  as  follows: 

tl)  Estimated  present  peacetime  requirements. 

(2)  Estimated  requirements  projected  into  a  period  of  full  mobilization. 

(8)  Surveys  and  inventories  of  potential  productive  capacities. 

(4)  Capacity-requirements  studies  for  full  mobilization,  and  development  of 
deficiencies. 
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(5)  Support  required  for  full  mobilization: 

(a)  Maintenance,  repair,  and  operation: 

(la)  Material  and  equipment. 

(2a)  Fuel  and  power. 

(3a)  Chemicals. 

(4a)  Manpower;  technical  and  nontechnical. 

(b)  Construction  requirements  tor  essential  expansion  for  full  mobilization: 

(la)  Material  and  equipment. 

(2a)  Manpower;  technical  and  nontechnical. 

(6)  Ilreakdown  estimates  of  mobilization  requirements  for  basic  materials 
into  shapes,  sizes,  etc. 

(7)  Periodical  revisions  of  estimates  for  full  mobilization. 

(8)  Feasil)ility  tests. 

(9)  Mobilization  test  exercises. 

In  the  area  of  industrial  defense,  it  will  be  necessary  for  the  Division  to  engage 
in  the  following  activities : 

(1)  The  development  of  evaluations  of  individual  utilities  for  submission  to 
the  Industry  Evaluation  Board.  This  involves  a  detailed  study  of  service  to 
critical  industries  rendered  l)y  public  water  and  sewerage  utilities  and  the  prob¬ 
ability  of  tliose  utilities  which  are  deficient  in  adequacy  at  the  time  of  full 
mol>ilization.  This  requires  the  study  of  nearly  560  water  utilities  and  the  same 
numlier  of  sewerage  utilities  which  now  appears  will  result  in  recommendations 
of  ratings  for  nearly  25  percent  of  these. 

(2)  The  development,  publication,  and  distribution  of  a  manual  on  continuity 
and  iiroduction  and  management  for  water  and  sewerage  utilities  through  the 
cooperation  of  an  appointed  task  grouj)  of  leaders  from  industry.  The  ultimate 
broad  distributioii  will  be  accomplished  by  reproduction  and  redistribution  by 
the  three  leading  technical  associations  in  this  field. 

In  order  to  accomi)lish  these  ob.iectives,  the  cooperation  and  collaboration  of 
the  Federal  agencies  are  uschI  to  the  greatest  extent  possible.  Therefore,  the 
high-level  liaison  with  other  Federal  agencies  for  the  suggestion,  promotion, 
justification,  initiation,  .and  gui<lance  of  surveys,  inventories,  and  studies  as  pro¬ 
grams  carried  out  b.v  other  Federal  agencies  for  our  benefit  becomes  a  very 
important  jthase  of  the  Director’s  duties.  Such  programs  include  the  following: 

(1)  .Survey  of  the  560  major  public  water  supply  systems  by  the  United  States 
Public  Health  Service. 

(2)  Survey  of  the  major  sewerage  systems  by  the  United  States  Public  Health 
Service. 

(3)  Survey  by  the  Department  of  Defense  on  water  u.se  by  military  properties, 
including  camps,  shipyards,  munition  plants,  etc. 

(4)  Reestimate  the  water  use  for  irrigation  with  the  cooperation  of  the  United 
States  Geological  Survey  and  the  Bureau  of  Reclamation. 

(5)  A  reestimation  of  the  rural,  farm,  and  nonfarm  water  use  with  the  co¬ 
operation  of  the  United  States  Geolo.gical  Survey. 

(6)  1954  census  aud  the  continuing  annual  surveys  of  water  use  by  manufac¬ 
turing  industries  by  the  Bureau  of  the  Census. 

(7)  1954  census  of  water  use  by  the  mineral  industries  by  the  Bureau  of  the 
Census. 

(8)  1954  census  and  the  1955  survey  of  water  use  in  the  steam  generation  of 
electric  power  by  the  Federal  Power  (Commission. 

(9)  Census  of  water  use  b.v  irrigation  in  the  28  humid  Eastern  States  by  the 
Bureau  of  the  Census  with  the  cooperation  of  the  Department  of  Agriculture. 

(10)  An  approximate  survey  of  the  entire  United  States  for  estimating  the 
water  use  by  all  the  principal  categories  of  users  for  the  calendar  year  1955  to 
be  performed  through  the  field  offices  of  the  United  States  Geological  Survey. 

(11)  A  new  survey  on  public  water  supply  shortages  in  the  fall  of  1956  by  the 
United  States  Geological  Survey,  if  such  a  survey  appears  justified. 

(12)  Clomplete  .surveys  and  reports  on  specified  important  defense  industrial 
metropolitan  areas  covering  the  natural  availahility  of  ground  and  surface  water, 
the  extent  of  pre.sent  development  and  use  for  all  purposes  and  the  potential 
future  development  that  might  he  accomplished  for  national  .security,  i)erformed 
by  the  United  States  Geological  .Survey  under  specific  guidance  from  this 
Division. 

(13)  Surveys,  research,  and  studies  for  the  development  of  the  current  water 
requirements  for  the  manufacture  of  the  principal  war  important  material  and 
end  products,  performed  b.v  the  United  States  Geological  Survey  under  the 
specific  guidance  from  this  Division. 
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(14)  A  census  of  the  details  of  operation  of  the  water  well-drilling  industry 
which  comprises  about  10,000  individual  water  well-drilling  contractors  to 
develop  the  volume  of  their  operations  in  the  number  of  wells,  types,  and  end 
use,  diameters,  depths,  and  the  volume  of  material,  equipment,  supplies,  and 
manpower  required. 

Similar  liaison  is  required  with  the  leading  associations  interested  in  water 
supply  development  and  use,  such  as  the  American  Water  Works  Association, 
New  England  Water  Works  Association,  Federation  of  Sewage  and  Industrial 
Wastes  Associations,  Water  and  Sewerage  Works  Manufacturers  Association, 
the  National  Association  of  Manufacturers,  the  Chamber  of  Commerce  of  the 
United  States,  the  Valve  Manufacturers  Association,  the  Cast  Iron  Pressure 
Pipe  Research  Association,  the  Concrete  Pipe  Association,  and  numerous  research 
institutes  and  market  analysis  organizations  interested  in  location  or  reloca¬ 
tion  of  industry  and  the  market  potentials  for  particular  materials  and  equip¬ 
ment  with  a  view  toward  both  peacetime  and  full  mobilization  requirements. 

Specifically,  during  the  tenure  of  IMr.  Frazza,  the  Division  will  be  engaged  in 
nearly  all  of  the  above-listed  activities  with  sijecial  attention  to  the  censuses, 
surveys,  and  studies  which  shall  provide  basic  data  information  in  a  field  where 
such  basic  data  have  not  been  available  in  the  past.  This  requires  extremely 
good  judgment  in  evaluating  the  relative  importance  of  each  of  these  many  ac¬ 
tivities  in  order  to  place  due  emphasis  upon  and  to  expedite  the  most  important. 
The  ol)jectives  must  be  accomplished  even  though  the  Division  is  equipped  with 
only  a  small  staff,  thus  relying  heavily  upon  data  assembled  from  other  Federal 
and  non-Federal  agencies. 

In  order  to  direct  the  activities  of  this  Division,  the  Director  must  be  an  engi¬ 
neer  with  a  thorough  high  level  knowledge  of  the  development  problems  in  water 
resources  and  sewage  disposal,  the  financial  aspects,  the  design,  construction, 
material  and  equipment  requirements,  the  maintenance,  repair,  and  operation, 
the  revenue  aspects  of  public  water  and  sewerage  utilities,  and  self-operated 
water  siipplies  and  disposal  systems  of  mamifacturing  industries,  military  camps 
and  plants,  and  the  other  principal  water  users,  especially  in  those  areas  where 
competition  of  limited  water  supply  is  important. 

It  is  also  essential  that  the  Director  be  a  man  of  sufficient  stature  to  be  recog¬ 
nized  by  and  to  have  the  confidence  of  the  leaders  of  the  industry,  including  offi¬ 
cials  of  the  numerous  associations,  leading  operators  of  public  utiiities  and  the 
manufacturers  of  the  material  and  equipment  used  by  water  and  sewerage  works 
and  by  water  well  drilling  contractors. 

Mr.  Frazza  is  experienced  in  engineering  and  as  a  constructor  of  water  and 
sewerage  systems  and  in  the  manufacturing  field,  is  thoroughly  familiar  with 
production  and  sales  of  important  materials  used  in  water  and  sewerage  works 
and  for  irrigation.  During  his  long  experience  he  has  become  thoroughly  fa¬ 
miliar  with  the  operations  of  such  s.vstems.  His  company  and  he,  himself, 
individually  are  recognized  in  this  particular  field  and  industry.  We,  therefore, 
feel  that  Mr.  Frazza  is  recognized  as  having  the  integrity  and  ability  to  properly 
guide  and  direct  the  activities  of  the  Water  and  Sewerage  Industry  and  Utilities 
Division. 


Memorandum 

Date:  December  28,  1955. 

To :  Director  of  Personnel. 

From:  Administrator,  BDSA  (original  signed  by  H.  B.  McCoy,  Acting  Admin¬ 
istrator)  . 

Subject :  Notice  of  vacancy  in  operating  position. 

The  following  position  will  become  vacant  in  BDSA  on  or  about  December 
31,  1955,  as  a  result  of  the  current  incumbent  completing  his  tour  of  duty: 
Director,  Water  and  Sewerage  Industry  and  Utilities  Division,  GS-17. 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried 
basis.  It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment 
available  to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position. 
In  the  event  recruitment  sources  reveal  no  qualified  persons  availa!)!e  to  serve 
in  this  position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign 
and  return  this  memorandum  indicating  this  fact  in  order  that  action  may  be 
instituted  to  obtain  the  services  of  a  qualified  person  on  a  WOO  basis. 
Notification  that  no  qualified  salaried  employees  is  known  to  be  available. 


76559— se¬ 


ll 
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The  recruitment  sources  of  this  otBce  reveal  no  qualified  person  available 
at  this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has 
been  determined  by  a  review  of  applicant  file,  RPL,  and  employees  currently 
on  BDSA  rolls. 

Cari.ton  Hayward, 
Director  of  Personnel. 

February  2,  1956. 


Office  Memorandum,  United  States  Government 

January  31,  1956. 

To:  Mr.  Carlton  Hayward,  Director  of  Personnel.^ 

From  :  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject :  Mr.  Lewis  T.  Gibbs. 

Submitted  herewith  is  a  memorandum  including  conci.se  and  specific  state¬ 
ments  with  respwt  to  the  circumstances  of  the  appointment  of  Mr.  Lewis  T. 
Giblis  as  Chief,  Semifinished,  Rail,  Structural,  Bars,  AVire,  and  Forgings  Branch 
of  the  Iron  and  Steel  Division  on  a  WOC  basis. 

Mr.  Gibbs  was  appointed  to  this  position  November  28,  1!).55.  This  memo¬ 
randum  comi)letes  the  data  to  support  the  appointment  as  set  forth  in  the  BDSA 
Manual  Interim  Procedure  on  the  subject  of  WOC  appointments  pursuant  to  the 
Defense  Production  Act,  dated  December  22,  1955. 

February  1,  1956. 

To  the  best  of  our  knowledge,  there  M^ere  no  qualified  candidates  available 
from  the  applicant  file,  RPL,  or  among  employees  currently  on  the  rolls. 

Russei.e  a.  Johnson. 


Office  Memorandum,  United  States  Government 

J.VNUARY  19,  1!)56. 

To :  P.  G.  Asher,  Diredor  of  Administration. 

From :  Charles  Halcomb,  Deputy  Director,  Iron  and  Steel  Division. 

Subject :  WOC  appointment  of  Mr.  Lewis  T.  Giblis,  to  position  of  Chief,  Semi¬ 
finished,  Rail,  Structural,  Bars,  Wire,  and  Forgings  Branch. 

It  is  requested  that  Mr.  lA'wis  T.  Gibbs,  United  States  Steel  Corp.,  I'ittsburgh, 
Pa.,  producers  of  steel-mill  products,  he  appointed  on  a  full-time  basis  as  WOC 
Chief,  Semifinished,  Rail,  Structural,  Bars,  Wire,  and  Forgings  Branch,  Iron 
and  Steel  Division.  Mr.  Giblis’  corporation  has  agreed  that  he  may  serve  for  6 
months.  It  is  therefore  reipiesteil  that  he  be  appointed  for  a  6-nionth  period. 

In  accordance  with  .section  2.05  of  the  Interim  I’rocedure  for  Appointment  of 
woe’s,  the  following  information  is  submitted : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  iierforming  mot)Ilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows : 

•  ♦***♦* 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobiiization  activities : 

In  order  to  carry  out  these  delegations  and  requests  in  connection  therewith, 
this  branch  must  determine  and  assure  a  continuous  study  of  the  peacetime 
and  wartime  supply  and  demand  of  iron  and  steel  products,  and  the  facilities 
required  for  their  production ;  products  produced,  both  in  a  semifinished  state 
for  further  fabrication  and  .semifabricated  products  for  consumption  (.see 
attached  product  scope).  The  defense  activities  and  programs  of  this  Branch 
which  the  api)ointee,  as  Chief  of  the  Semifini.shed,  Rail,  Structural,  Bar.s,  Wire 
and  Forgings  Branch,  is  responsible  for  are  as  follows : 

The  Director  of  the  Ollice  of  Defense  Mobilization  has  ordered  a  complete 
review  of  es.sential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  study  is  now  being  conducted  by  the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incumbent  to 
appraise  tho.se  military  requirements  as  they  affect  the  products  under  his 
supervision  and  to  develop  feasible  studies  as  to  industry  capacity,  from  which 
will  be  established  a  basic  data  mobilization  requirements  sheet.  This  requires 
a  knowledge  of  the  interchangeability  of  producing  facilities  to  make  various 
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products  and  an  understandings  of  the  interrelationships  of  production  practices 
in  a  very  complex  industry.  It  will  he  the  responsihility  of  the  incumbent  to 
constantly  review  the  data  maintained  at  the  relocation  center  and  to  keep  it 
current  with  annoiniced  increases  in  ingot  production  or  processing  facilities 
which  are  rei>orted  from  time  to  time  by  the  American  Iron  and  Steel  Institute. 

It  will  be  the  resiwnsibility  of  the  incumbent  to  adjust,  where  necessary, 
various  studies  previously  submitted  by  his  Branch  to  the  Industry  Evaluation 
Board.  In  the  event  mobilization  recpiirements  surveys  indicate,  after  evalua¬ 
tion,  that  the  facilities  as  available  are  not  sufficient  nor  capable  of  producing 
military  recpiirements  in  the  proi)er  sizes,  grades,  and  types,  expansion  goals  by 
products  will  have  to  be  devised  and  recommended  to  the  Director  of  the  Divi¬ 
sion  for  eventual  submission  to  ODINI,  together  with  a  suggested  practical  method 
of  achieving  expansion  of  capacity  by  loan,  tax  amortization,  or  otherwise. 

The  incumbent  is  responsible,  through  his  staff,  for  the  analysis  and  tabulation 
of  data  reported  by  steel  producers  as  required  by  DIMS  i-egulations  supple¬ 
mented  by  Order  M-IA.  He  will  i)articipate  in  intergovernmental  conferences 
on  mobilization  and  be  in  a  position  to  advise  the  Director  on  what  actions 
should  be  taken  with  respect  to  industry  resource  studies  affiliated  with  and 
essential  to  the  production  of  iron  and  steel  products. 

The  incumbent  will  study  and  evaluate  the  present  Defense  Materials  System 
and  Order  M-IA  as  they  affect  military  set-asides  for  production  with  a  view 
of  overhauling  and  revising  these  regulations  where  changed  conditions  make 
such  actions  appropriate. 

Section  .05  U))  :  The  foregoing  activities  require  a  knowledge  of  current 
methods  of  production  and  distribution  used  in  the  steel  industry.  It  also  re¬ 
quires  a  current  knowledge  of  the  interchangeability  of  producing  facilities  and 
an  understanding  of  the  relationship  of  production  practices  and  processes 
of  the  iron  and  steel  industry  not  ordinarily  to  he  found  in  a  full-time  salaried 
employee.  It  is  the  responsibility  of  the  Iron  and  Steel  Division  to  visualize  the 
industry  as  a  whole  and  to  assure  adequate'  supidy  requirements  both  for  current 
defense  needs  and  in  the  event  of  full  mobilization.  Essential  studies  and  sur¬ 
veys  to  ascertain  the  facts  are  of  such  magnitude,  they  must  necessarily  he  of 
a  joint  Government-industry  interest.  This  Division,  therefore,  must  with 
the  full  cooperation  of  industry  assure  essential  facilities  and  production  of  a 
balanced  nature  to  participate  in  the  organization  and  activities  of  such  suiweys 
and  studies.  The  position  of  Chief  of  the  Semitinished,  Kaii,  Structural.  Bars, 
Wire,  and  Forgings  Branch,  i'e(iuire.s  a  person  of  diversilied  experience  in  pro¬ 
duction  and  distribution  which  could  only  be  gained  over  a  long  period  of  time 
and  in  the  recent  operations  of  this  industry  where  numerous  technological 
changes  are  steadily  being  made.  Accordingly,  it  has  been  concluded  that  the 
duties  of  this  position  require  outstanding  experience  and  ability  such  as  could 
be  gained  only  b.v  a  lengthy  and  recent  experience  in  the  industry. 

Section  .05  (c)  :  To  this  end,  we  have  been  fortunate  to  locate  a  WOC,  Mr. 
Lewis  T.  Gibbs,  who  not  only  qualified  admirably  with  his  background  and 
industry  experience,  hut  can  furnish  for  this  task  the  reciuisite  guidance  and 
resnits  over  the  G-month  period,  graciously  accorded  by  his  firm.  United  States 
Steel  Corp.,  a  leader  in  the  field  of  production  and  distribution  of  steel-mill 
products. 

Since  his  graduation  from  the  University  of  IMaryland  in  .Tune  lO.qO,  ^Ir.  Gibbs 
joined  the  United  States  Steel  Corp.  and  has  been  with  them  ever  since.  Dur¬ 
ing  this  close  to  20  years  of  experience,  he  has  'assumed  increasing  responsibili¬ 
ties  and  shown  such  aptitude  that  he  was  appointed  assistant  manager  of  high- 
strength  steel  on  April  1,  1955.  and  was  in  that  position  when  he  was  loaned 
by  the  United  States  Steel  Corp.  to  the  Iron  and  Steel  Division.  During  such 
service,  it  has  been  necessary  for  him  to  work  closely  with  other  steel  producers 
and  with  a  great  many  steel-consuming  industries  which  has  given  him  a  current 
knowledge  of  steel  industry  produ(*tion  and  distribution  methods,  and  has  kept 
him  in  close  touch  with  the  rapid  technological  changes  throughout  the  industry. 

IRON  AND  STEEL  PRODITCTS — WROUGHT  AND  CAST 

(Either  carbon,  alloy,  or  stainless) 

Ingots  and  semifinished  (blooms,  billets,  slabs,  tube  rounds,  sheet  bar) 
Structural  shapes  and  piling 
Plates,  sheared,  univer.sal  and  strip 

Rjiils  and  track  accessories  (joint  bars,  tie  plate,  track  spikes) 
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Forpwl  and  rolled  wheels  and  axles 

liars— hot  rolled,  cold  finished,  and  reinforcing 


Tool  steel 
I'ipe  and  tubing 

Wire  rods,  drawn  wire,  wire  products,  such  as  nails,  bale  ties,  woven-wire  fence, 

barbed  and  twisted  ,  .  ,  ^ 

Tin  mill  products  (black  plate,  tin  and  terneplate,  hot  dipped  tinplate,  elec¬ 
trolytic  plate)  .  ^  ^  t  ^ 

Sheet  and  strip— hot  rolled,  cold  rolled,  galvanized,  enameling,  and  electrical 


Forgings — all  types 
Ferrous  castings — all  types 
Pig  iron 
Refractories 

Ferroalloys  and  alloying  elements  such  as  nickel,  chrome,  tungsten,  manganese, 
etc. 

Ferrous  scrap 


Office  Memorandum,  United  States  Government 

January  18,  1956. 

To:  Mr.  Carlton  Hayward,  Director  of  Personnel. 

From:  Chas.  F.  Honeywell,  Administrator,  BDSA. 

Subject:  Mr.  Lawrence  J.  Halderman. 

Submitted  herewith  is  a  memorandum  including  concise  and  specific  state¬ 
ments  with  respect  to  the  circumstances  of  the  appointment  of  Mr.  Lawrence 
J.  Halderman  as  Director,  General  Components  Division  on  a  WOC  basis. 

Mr.  Halderman  was  appointed  to  this  iiosition  November  9,  1955.  This  memo¬ 
randum  completes  the  data  to  support  the  appointment  as  set  forth  in  the  BDSA 
Manual  Interim  Procedure  on  the  subject  of  WOC  appointments  pursuant  to  the 
Defense  I’rodiiction  Act,  dated  December  22,  1955. 

January  25,  19.56. 

To  the  best  of  our  knowledge,  there  were  no  qualified  candidates  available  from 
the  applicant  file,  RPL,  or  among  employees  currently  on  the  rolls. 

Russell  A.  Johnson. 


Office  Memorandum,  United  States  Government 

January  16,  1956. 

To :  Mr.  P.  G.  Asher,  Director  of  Administration. 

From :  Dudley  A.  Hendrick,  Acting  Deputy  Director,  General  Components  Divi¬ 
sion. 

Subject:  WOC  appointment  of  Mr.  L.  J.  Halderman  to  position  of  Director. 

This  memorandum  is  prepared  to  complete  the  record  of  the  appointment  of 
Mr.  L.  J.  Halderman,  branch  manager,  TTiuken  Roller  Bearing  Co.,  Los  Angeles, 
Calif.,  manufacturers  of  antifriction  bearings,  on  a  full-time  basis  as  WOC 
Director  of  the  General  Components  Division.  Mr.  Halderman’s  company  has 
agreed  that  he  may  serve  for  6  months.  It  is  therefore  requested  that  his 
appointment  be  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
WOC’s,  the  following  information  is  submitted : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows : 

#♦♦«*** 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

***•*«• 

This  Division  is  responsible  for  carrying  out  the  above  functions  and  activities 
as  they  relate  to  a  broad  field  of  coniixinents.  A  list  of  the  principal  codes,  for 
which  this  Division  is  responsible,  is  attached.  Please  note  these  codes  break 
down  into  many  segments  some  of  which  are  somewhat  unrelated. 

Section  .05  (b)  :  In  the  broad  field  of  mobilization  readiness,  it  is  extremely 
important  to  understand  the  position  of  the  component  industries.  To  most  end- 
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product  producers,  couii)ouents  are  really  their  raw  materials.  In  other  words, 
components  are  one  step  above  actual  raw  materials  in  the  sequence  of  production 
of  any  end  product.  Therefore,  the  careful  and  accurate  planning  of  capacity  is 
essential  to  the  oi'derly  production  of  end  products  as  quickly  as  possible  in  case 
of  an  emergency.  In  short  and  by  example,  the  airplane  cannot  be  completed 
until  the  bearings,  gears,  nuts  and  bolts,  etc.,  are  on  hand  and  in  place. 

The  components  field  is  both  large  in  number  of  products  and  complicated  by 
many  segments  within  the  product  codes  which  bear  only  general  relation  to 
other  segments.  For  example,  the  business  of  manufacturing  miniature  bearings, 
for  delicate  instruments,  is  far  different  in  requirements  of  imichine  tools, 
production  technique,  raw  materials,  etc.,  than  are  the  requirements  for  the 
production  of  large  railroad  journal  bearings  or  steel  mill  rollneck  bearings. 

In  this  varied  and  complex  field,  serving  virtually  every  end-product  industry, 
each  product  is  subject  to  constant  technological  changes,  new  processes,  shifts 
in  relative  positions  of  the  individual  companies,  radically  changing  military 
requirements,  etc.  In  every  phase  of  the  defense  and  mobilization  activities, 
listed  above,  all  of  these  factors  have  a  bearing  on  our  planning.  Sufiiciently 
current  familiarity  with  these  industries  cannot  be  found  in  career  employees. 

In  order  to  cope  with  the  wide  range  of  products  in  this  Division,  it  has  been 
our  practice  to  have  WOC’s  from  the  principal  industries  on  an  uuoflicial  rotating 
basis.  For  example,  we  have  recently  had  a  valve  man,  previously,  men  from 
the  gear  industry  and  fastener  industry.  These  men  have  been  especially  capable 
in  bringing  current  industry  experience  into  our  production  capacity  studies, 
planning  for  continuity  of  production  in  the  event  of  disaster,  and  analyses  of 
critical  facilities,  etc. 

The  foregoing  activities  require  a  current  knowledge  of  industrial  systems  and 
methods  not  ordinarily  found  in  full-time  salaried  Government  employees.  It 
has  accordin.gly  been  concluded  that  the  duties  of  the  position  require  outstand¬ 
ing  experience  and  ability  such  as  could  be  gained  only  by  recent  and  extensive 
experience  in  the  industry. 

Section  .05  (c)  :  During  Mr.  Halderman’s  term,  we  expect  to  bring  to  comple* 
tion  our  component  study  on  antifriction  bearings  and  develop  recommendations 
therefrom.  His  leadership  in  this  field  will  obviously  be  of  great  importance. 
His  knowledge  of  the  antifriction  bearing  industry  will  also  be  invaluable  per¬ 
fecting  the  data  being  kept  in  our  relocation  center. 

Mr.  Halderman  has  been  in  the  antifriction  bearing  business  for  32  years 
with  the  Ifimken  Roller  Bearing  Co.,  the  largest  in  their  field.  With  this  com¬ 
pany,  he  has  held  positions  involving  administration,  planning,  programing, 
sales,  and  sales  management.  It  is  well  to  point  out  that  this  type  of  sales 
work  necessarily  requires  engineering  ability,  inasmuch  as  the  product  must 
serve  the  technical  requirements  of  many  different  end  prodircts.  We  feel  that 
we  are  fortunate  in  having  such  experience  at  hand  in  our  mobilization  readiness 
planning. 

General  Components  Division 
B  PRODUCT  CODES 


[List  of  codes  and  products  deleted] 


Code 

Industries  within  code 

Approximate 
number  of 
manufactur- 
(>rs 

Approximate 
yearly  dollar 
shipments 

Total,  65 _ 

2,677 

4,  OSH,  25H,  00(1 

.4  PRODUCT  CODES 


Code 

Industries  within  code 

Approximate 
number  of 
manufacturers 

Approximate 
yearly  dollar 
shipments 

34631 

3489598 

3495011 

Stampings . . . . . - . 

2,200 

200 

1,800 

1, 500, 000, 000 
150, 000, 000 
400, 000, 000 

Springs,  precision _  _ _ _ _ 

Total _ 

4, 200 

2, 050, 000,  OOO 

258  DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  195  6 


Office  Memorandim,  United  States  Government 

I^EHRUARY  17,  1956. 

To  :  Mr.  P.  G.  Asher,  Director  of  Administration. 

From :  George  R.  Davis,  Deputy  Director,  Automotive  Division. 

Subject :  WOC  appointment  of  Mr.  William  R.  Heilhrun  to  position  of  Director. 

The  purpose  of  tliis  memorandum  is  to  document,  under  the  new  procedure,  the 
appointment  of  Mr.  William  R.  Heilhrun,  WOO  Director  of  the  Automotive 
Division,  on  a  full-time  basis  from  March  50,  1956,  to  September  30,  1956.  The 
Ford  Motor  Co.  has  agreed  to  loan  Mr.  Heilhrun  to  the  Business  and  Defense 
Services  Administration  for  the  6-month  period  stated  above. 

In  accordance  with  section  2.05  of  the  interim  procedure  for  appointment  of 
woe's,  the  following  information  is  submitted  : 

Section  .05  (a)  :  Tlie  BDSA  is  responsible  for  performing  mobilization  and  re¬ 
lated  defense  functions  under  the  statutory  and  derived  authority  of  the  Depart¬ 
ment  as  follows : 

******* 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

******* 

This  Division  is  responsible  for  carrying  out  tlie  above  functions  and  activities 
as  tliey  relate  to  tlie  automotive  industry. 

Specifi-ally,  during  the  period  Mr.  Heilhrun  will  serve  as  Director  of  the 
Automotive  Division,  the  Division  will  be  engaged  in  the  following  activities  and 
programs:  Mobilization  preparedness  for  the  entire  automotive  industry.  (See 
products  listed  on  attached  .sheet.) 

The  automotive  industry  is  the  largest  industry  in  the  Nation  currently  con¬ 
suming  over  20  percent  of  the  steel-mill  products.  The  many  problems  regarding 
the  quick  change  from  normal  civilian  production  to  war  material  production 
and  essential  war-supporting  civilian  production  are  tremendous  in  scope. 

The  automotive  industry  is  highly  automated  and  is  constantly  changing 
production  methods  and  systems  and  in  order  to  prepare  and  keep  current  the 
necessary  readiness  planning  in  the  event  of  mobilization  to  avoid  all  iwssible 
waste  of  critical  material  and  manpower  during  a  mobilization  change-over 
period  and  obtain  vitally  needed  end  products  with  least  possible  delay,  the 
Division  recpiires  the  direction  of  a  highly  qualified  man  with  current  knowledge 
of  the  industry  which  can  only  be  available  to  one  who  is  currently  active  in  the 
industry.  Production  capacity  in  relation  to  mobilization  requirements  must 
be  deternuned  for  the  many  products  being  produced  in  the  industry. 

Section  .05  (b)  :  It  is  readiiy  understood,  we  believe,  that  to  perform  the 
defense  and  mobilization  activities,  as  mentioned  above,  this  Division  must  have 
a  weii-qualiiied  man  with  current  knowledge  of  the  industry’s  production  tech- 
nioues,  systems,  and  methods. 

Section  .05  (c)  :  Mr.  Heilhrun,  assistant  director,  production  programing 
and  control,  Ford  Motor  Co.,  with  over  27  years  experience  in  the  automotive 
industry,  is  well  (pialified  to  direct,  advise,  and  guide  the  defense  activities  of 
this  Division. 


Product 


Code 

No. 


Mechanical  jacks _ 

Motor  vehicle  hardware _ _ _ 

Incandescent  vehicular  lighting  equipment - 

Automobile  lifts _ 

Hydraulic  jacks  _ _ 

Automotive  maintenance  equipment. . . 

Aircraft  ground  maintenance  equipment _ 

Automotive  tost  equipment  (electric) _ _ _ 

Passenger  cars _ 

Automotive  replacement  parts . . . . 

Accc.ssories  for  motor  vehicles _ _ _ 

Automotive  auxiliary  components . . . 

Motor  vehicle  instruments _ _ _ 

Engines,  except  aircraft,  over  750  r.  p.  m . . 

Carburetors,  except  aircraft _  _ 

Engine,  electrical  equii)ment _ 

Truck  and  bus  bodies,  commercial  bodies  and  Gqui!)ment 

Truck  trailers _ _ _ 

Motortrucks _ _ _ 

Motor  coaches _ _ _ 

Parts  and  assemblies,  motor  vehicles _ _ _ 


.142:«)92 

342fll9:t 

34713 

3552091 

3569291 

35S9191 

,3589192 

3613292 

37171 
3717591 
3717594 
3717595 

38214 

3519092 

3599091 

3641092 

3713092 

371,50 

37172 

37173 
3717593 
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Memorandum 


January  30,  19r»6. 

To  ;  Director  of  Personnel. 

From:  Admini.strator,  BDSA. 

Sul)ject :  Notice  of  Vacancy  in  Operating  Position. 

The  following  position  will  become  vacant  in  BDSA  on  or  about  February  22, 
1956,  as  a  result  of  the  current  incumbent  completing  bis  tour  of  duty ; 

Director,  Automotive  Division — GS-17 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried  basis. 
It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment  available 
to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position.  In  the 
event  recruitment  sources  reveal  no  qualified  persons  available  to  serve  in  this 
position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and  return 
this  memorandum  indicating  this  fact  in  order  that  action  may  be  instituted  to 
obtain  the  services  of  a  qualified  person  on  a  WOC  basis. 

Notification  that  no  Qualified  Salaried  Employee  Is  Known  To  Be  Available. 
The  recruitment  sources  of  this  Office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has  been 
determined  by  review  of  the  Applicant  File,  RPL,  and  employees  currently  on 
BDSA  rolls. 

Carlton  Hayward, 
Director  of  Personnel. 

February  10,  1956. 


Office  Memorandum,  United  States  Government 

March  1,  1956. 

To  :  Mr.  P.  G.  Asher,  Director  of  Administration,  BDSA. 

From :  Donald  G.  Shook,  Deputy  Director,  Forest  Products  Division,  BDSA. 
Subject :  WOC  appointment  of  Mr.  Harry  V.  Kiley  to  position  of  Director,  Forest 

I’roducts  Division. 

It  is  requested  that  Mr.  Harry  V.  Kiley,  now  employed  by  Edens-Birch  Lumber 
Co.,  Corrigan,  Te.v.,  as  vice  president  and  director  and  by  Southwest  Lumber 
Mills,  Inc.,  Phoenix,  Ariz.  as  a  consultant,  be  apiminted  on  a  full-time  basis  as 
WOC  Director  in  this  Division.  Mr.  Kiley's  firms  have  agreed  that  he  may  serve 
for  6  months.  It  is,  therefore,  requested  that  he  be  appointed  for  a  6-month.s’ 
period. 

In  accordance  with  section  2.05  of  the  interim  procedure  for  appointment  of 
woe's,  the  following  information  is  submitted : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows ; 

(1)  Defense  Production  Act  of  1950. 

•  «  9|c  *  «  * 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities ; 

V  He  * 

This  Division  is  responsible  for  carrying  out  the  above  functions  and  activities 
as  they  relate  to  the  lumber  and  wood  products ;  pulp,  paiier,  and  paperboard ; 
and  the  printing  and  publishing  Industries. 

Specifically,  during  the  pu-iod  of  tenure  of  Mr.  Kiley  as  director,  the  Division 
will  be  engaged  and  Mr.  Kiley  will  participate  in  the  following  activities  and 
programs :  The  Forest  Products  Division  is  developing  a  lumber-control  order 
and  conducting  an  overall  review  of  its  mobilization  plans  for  the  lumber  indus¬ 
try.  In  this  connection  the  Division  is  faced  with  a  number  of  problems  relating 
particularly  to  the  South  and  Southwest  which  are  vital  to  the  mobilization 
program.  This  area  is  characterized  by  a  preponderance  of  small  sawmills 
which  sell  their  output  of  rough,  green  lumber  to  concentration  yards  which 
sort,  grade,  season,  and  otherwise  further  process  it  for  the  market.  The  or¬ 
ganization  of  these  small  mills  and  the  integration  of  their  production  into  the 
national  lumber  supply  during  war  emergencies  requires  special  consideration. 
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The  area  has  undergone  rapid  technological  and  economic  changes  in  recent 
years.  The  expansion  of  the  pulp  and  paper  industry  has  both  intensified  com¬ 
petition  for  timber  and  created  an  outlet  for  sawmill  waste  for  conversion  into 
pulp.  Mechanization  of  logging,  the  installation  of  debarkers,  and  chippers  at 
sawmills,  and  other  changes  also  are  taking  place. 

Other  matters  on  which  Mr.  Kiley’s  specialized  knowledge  will  be  sought  are; 
Individual  plant  capacities,  equipment,  and  conversion  potential ;  ability  of 
various  segments  of  industry,  to  meet  projected  requirements ;  feasibility  of 
proposed  standby  orders  and  regulations ;  industry  requirements  for  various 
materials  at  specified  levels  of  operation ;  critical  operations  within  various 
industry  segments ;  individual  plant  expansions  and  change  in  location ;  and 
supplementary  industry  data  for  mobilization  readiness  fact  books.  Mr.  Kiley 
will  not  aid  in  the  development  of  policy  nor  wili  the  formulation  of  policy  be 
discussed  with  him. 

Section  .05  (b)  :  The  foregoing  activities  require  a  current  knowledge  of 
industrial  systems  and  methods  not  ordinarily  to  be  found  in  full-time  salaried 
Government  employees.  It  has  accordingly  been  concluded  that  the  duties  of 
the  position  require  outstanding  experience  and  ability  such  as  could  be  gained 
ordinarily  only  by  recent  exi)erience  in  the  industry. 

Section  .05  (c)  ;  To  this  end  we  have  been  fortunate  in  locating  a  WOC,  Mr. 
Harry  V.  Kiley,  who  not  only  qualifies  admirably  with  his  background  and 
industry  experience,  but  can  furnish  for  this  task  the  requisite  guidance  and 
results  over  the  6-mouth  period  graciously  accorded  by  his  firm — a  leader  in 
the  lumber  Industry  of  the  South  and  Southwest. 

Mr.  Kiley  has  been  engaged  continuously  in  the  production  of  pine  and  hard¬ 
wood  lumber  in  the  South  and  Southwest  for  years  and  is  thoroughly  acquainted 
with  the  complexity  of  the  forest  industry  in  these  areas  and  in  the  United 
States  generally.  Throughout  his  career  he  has  been  recognized  as  a  leading 
authority  on  technical  phases  and  operations  within  the  industry. 


Memorandum 

To:  Director  of  Personnel. 

From :  Administrator,  BDSA. 

Subject :  Notice  of  vacancy  in  operating  position. 


January  17,  1956. 


The  following  position  will  become  vacant  in  BDSA  on  or  about  January  31, 
1956  as  a  result  of  the  current  incumbent  completing  his  tour  of  duty :  Director, 
Forest  Products  Division. 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried  basis. 
It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment  available 
to  your  office  a  full-time,  salaried  applicant  qualified  for  this  iwsition.  In  the 
event  recruitment  sources  reveal  no  qualified  persons  available  to  serve  in  this 
position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and  return 
this  memorandum  indicating  this  fact  in  order  that  action  may  be  instituted  to 
obtain  the  services  of  a  qualified  person  on  a  WOC  basis. 


Notification  that  no  qualified  salaried  employee  is  known  to  be  available. 

The  recruitment  sources  of  this  Office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  po.sition  on  a  full-time,  .salaried  basis.  This  has  been 
determined  by  review  of  applicant  file,  RPL,  and  employees  currently  on  BDSA 
rolls. 

Carlton  Hayward,  Director  of  Personnel. 

February  2, 1956. 


Office  Memorandum,  United  States  Goit.rnment 

January  19,  1956. 

To:  Carlton  Hayward,  Director  of  I’ersonnel. 

From :  Chas.  F.  Honeywell,  Administrator,  BDSA. 

Subject :  WOC  appointment  for  Gilbert  H.  Krohn. 

Submitted  herewith  are  certificate  concerning  appointment  without  compensa¬ 
tion  and  a  memorandum  including  concise  and  specific  statements  with  respect 
to  the  circumstances  of  the  appointment  of  Mr.  Gilbert  H.  Krohn  as  Chief,  Stain¬ 
less,  Hi-Temp  Alloy,  and  Tool  Steel  Branch,  Iron  and  Steel  Division  on  a  WOC 
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basis.  Forms  SF-.52,  SF-57,  SF-86,  and  SF-87  for  Mr.  Krolin  were  submitted 
to  your  office  November  18,  1955. 

Tlie  certificate  and  memorandum  referred  to  above  complete  the  data  neces¬ 
sary  for  the  appointment  action  of  Mr.  Krohn  with  the  exception  of  the  letter 
of  agreement  from  tlie  applicant  that  he  will  within  30  days  from  the  date  of 
appointment  submit  a  financial  statement  to  be  filed  in  the  Federal  Register. 
However,  Mr.  Krohn  was  contacted  and  requested  to  accept  appointment  before 
the  new  procedure  stated  in  BDSA  Manual  Interim  Procedure,  dated  December 
22,  1955,  became  effective.  At  that  time  Mr.  Krohn  indicated  his  willingness  to 
submit  the  financial  statement  upon  appointment.  It  is,  therefore,  requested  that 
you  proceed  with  the  proce.sses  necessary  to  appoint  Mr.  Krohn  immediately. 


January  25,  1956. 

There  are  no  qualified  candidates  available  from  the  applicant  file,  RPL,  or 
among  employees  currently  on  the  rolls. 


Russell  A.  Johnson. 


Office  Memoi!A.ni)i:m,  United  States  Government 

January  12,  1956. 

To :  P.  G.  Asher,  Director  of  Administration. 

From :  Charles  Halcomb,  Deputy  Director,  Iron  and  Steel  Division. 

Subject :  WOC  appointment  of  Mr.  Gilbert  Henry  Krohn  to  position  of  Cliief, 

Stainless,  Hi-Temp  Alloy,  and  Tool  Steel  Branch,  Iron  and  Steel  Division. 

It  is  requested  that  Mr.  Gilliert  Henry  Krohn,  Babcock  &  Wilcox  Co.,  tubular 
products  division,  Beaver  Palls,  Pa.,  producers  of  steel  mill  products,  be  appointed 
on  a  full-time  basis  as  WOC  Chief,  Stainless,  Hi-Temp  Alloy,  and  Tool  Steel 
Branch,  Iron  and  Steel  Division.  Mr.  Krohn’s  company  has  agreed  that  he  may 
serve  for  6  months.  It  is  therefore  requested  that  he  be  appointed  for  a  6-month 
period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
WOC's,  the  following  information  is  submitted ; 

Section  .05  (a)  ;  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows : 

•  ***♦*» 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

«  *  *  ♦  «  « 

In  order  to  carry  out  these  delegations  aud  requests  in  connection  therewith, 
this  Division  must  determine  and  assure  a  continuous  study  of  the  peacetime 
and  wartime  supply  and  demand,  both  domestic  and  international  of  iron  and 
steel  products  and  foundry  products,  and  the  facilities  required  for  their  pro¬ 
duction  ;  products  produced,  both  in  a  semifinished  state  for  further  fabrication 
and  semifabricated  products  for  consumption.  (See  attached  product  scope.) 
The  defense  activities  and  programs  of  this  Division  which  the  appointee,  as 
Chief  of  the  Stainless,  Hi-Temp  Alloy  and  Tool  Steel  Branch,  is  responsible  for 
are  as  f ollow’s : 

The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete  re¬ 
view  of  essential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  study  is  now  being  conducted  by  the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incumbent  to 
appraise  these  military  requirements  and  to  develop  feasibility  studies  as  to 
industry  capacity,  fi’om  which  will  be  established  a  basic  data  mobilization  re¬ 
quirement  sheet.  This  requires  a  knowledge  of  the  interchangeability  of  pro¬ 
ducing  facilities  to  make  the  various  products  and  an  understanding  of  the  in¬ 
terrelationships  of  production  practices  in  a  very  complex  industry. 

It  will  be  tbe  responsibility  of  tbe  incumbent  to  develop  studies  on  the  capaci¬ 
ties  of  the  various  producers  of  stainless,  high-temperature  alloy,  and  tool-steel 
products  in  their  various  forms.  The  incumbent  must  supervise  the  collection 
and  tabulation  of  data  required  in  connection  with  set-asides  under  the  defense 
materials  system  and  the  industry’s  monthly  reports  of  shipment.  It  is  his  re¬ 
sponsibility  to  call  to  the  attention  of  the  Director  of  the  Iron  and  Steel  Division 
to  any  failure  of  producers  to  fulfill  their  requirements  in  connection  with  orders 
placed  under  the  defense  materials  system.  He  shall  be  the  focal  point  in  the 
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Division  of  requests  for  information  and  assistance  in  connection  witli  any  of 
the  products  coming  under  the  supervision  of  Ids  Branch. 

In  the  event  mobilization  requirements  surveys  indicate,  after  evaluation,  that 
tl^e  facilities  as  available  are  not  sufficient  nor  capable  of  producing  military 
requirements  in  the  proper  sizes,  grade,  and  type,  expansion  goals  by  product 
will  have  to  be  devised  and  recommended  to  the  Office  of  the  Director  of  this 
Division  for  submission  to  ODM,  together  with  a  practical  method  of  achieving 
expansion  of  capacity  by  loan,  tax  amortization,  or  otherwise. 

If  industry  expands  its  production  in  any  of  the  fields  supervised  by  the  in- 
cuml)ent,  it  will  be  his  resimnsibility  to  reevaluate  and  bring  up  to  date  the 
various  studies  that  this  branch  has  prepared  in  the  past  for  submission  to  the 
Industry  Evaluation  Board.  He  is  also  responsible  for  keeping  up  to  date  the 
data  which  the  Division  has  sent  to  the  relocation  center  for  use  in  an  all-out 
emergency.  He  will  participate  in  intergovernmental  conferences  and  be  in  a 
position  to  advise  the  director  on  what  actions  should  be  taken  with  respect  to 
specific  industrial  resource  studies  affiliated  with  and  essential  to  the  production 
of  iron  and  steel  products. 

The  incumbent  will  study  and  evaluate  the  present  defense  materials  system 
and  M-IA  order  as  they  affect  military  set-asides  for  the  production  of  the  prod¬ 
ucts  under  his  suiiervision,  with  a  view  of  overhauling  and  revising  these  reg¬ 
ulations  where  changed  conditions  make  such  action  appropriate. 

Section  .05  (b)  ;  The  foregoing  activities  require  a  knowledge  of  the  cuiTent 
methods  u.sed  in  the  steel  industry  for  the  production  of  stainless,  higli-tempered 
alloy  and  tool  steel  products.  It  also  requires  a  current  knowledge  of  the  inter¬ 
changeability  of  producing  facilities  and  an  understanding  of  the  relationship  of 
production  practices  and  processes  of  tlie  iron  and  steel  industry  not  ordinarily 
to  he  found  in  a  full-time  salaries  employee.  It  is  the  responsibility  of  the  Iron 
and  Steel  Division  to  visualize  the  industry  as  a  whole  and  to  assure  adequate 
supply  reiiuiremeuts,  both  for  current  defense  needs  and  in  the  event  of  full 
mobilization.  Essential  studies  and  surveys  to  ascertain  the  facts  are  of  such 
magnitude,  they  must  necessarily  be  of  a  joint  Government-industry  interest. 
This  division,  therefore,  must  with  the  full  cooperation  of  industry,  assure  es¬ 
sential  facilities  and  i)roduction  of  a  balanced  nature.  To  participate  in  the 
organization  and  activition  of  such  surveys  and  studies,  the  position  of  the  chief 
of  the  Stainless,  Hl-Temp  Alloy  and  Tool  Steel  Branch,  requires  a  per.son  of 
diversified  experience  in  the  production  and  distribution  of  the  products  super¬ 
vised  by  that  branch,  which  could  only  be  gained  over  a  long  period  of  time  and 
in  the  recent  operations  of  this  industry.  It  has  accordingly  been  concluded  that 
the  duties  of  the  position  require  outstanding  exi)erience  and  ability  such  as  could 
be  gained  only  by  a  lengthy  and  recent  experience  in  the  industry. 

Section  .05  (c)  :  To  this  end,  we  have  been  fortunate  in  locating  a  WOC- 
Mr.  Gilbert  H.  Krohn,  who  not  only  qualifies  admirabl.v  with  his  background  and 
industry  experience,  but  can  furnish  for  this  task  the  requisite  guidance  and 
results  over  the  ti-month  j)eriod,  graciously  accorded  by  his  firm,  the  tubular 
products  division  of  the  Babcock  &  Wilcox  Go.,  a  leader  in  the  field  of  produc¬ 
tion  of  stainless,  specialty,  .seamless,  and  welded  tubing.  Mr.  Krohn  has  been 
connected  with  the  stainless-steel  tube  business  since  August  1922,  when  he 
started  with  the  Globe  Steel  Tube  Co.,  of  Milwaukee,  Wis.  In  .Tune  of  19.3(5,  he 
was  made  district  sales  manager  for  Globe  Steel  Tube  Co.  and  in  .Tuly  of  1950 
became  manager  of  sales  of  stainless  and  high  allow  tubing.  When  Babcock  & 
Wilcox,  through  its  tubular  products  division,  purchase<l  Globe  Steel  Tube  Co., 
they  retaine<l  Mr.  Krohn  as  a  si)eclal  sales  representative  covering  stainless, 
seamless,  and  welded  tubing  in  the  Midwest  area.  During  his  long  service  with 
Globe  Steel  Tube  and  recently  with  Babcock  &  Wilcox,  it  has  been  necessary 
for  IMr.  Krohn  to  work  closely  with  other  steel  producers  and  with  a  great  many 
steel-consuming  industries,  which  has  given  him  a  current  knowledge  of  the 
various  applications  and  uses  of  the  numerous  types  of  stainless  and  high-tem- 
perature  allow  stainless.  With  the  presently  tight  situation  of  nickel  in  the 
overall  market,  it  is  frequently  necessary  for  steel  producers  to  suggest  lower 
nickel  contents  in  stainless  steel  than  customers  used  previously  when  nickel 
was  more  plentiful.  Mr.  Krohn’s  recent  knowledge  of  this  trend  toward  lower 
nickel  content  will  he  of  extreme  value  to  the  Iron  and  Steel  Division  during 
his  service  here  because  it  will  help  him  to  recommend  the  conservation  of 
nickel  where  lower  nickel  stainless  .steels  can  produce  satisfactoi-y  results.  He 
is  extremely  well  thought  of  by  men  in  similar  positions  in  the  iron  and  steel 
industry,  which  will  be  of  great  value  in  securing  cooperation  between  Govern¬ 
ment  and  the  iron  and  steel  industry. 
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IRON  AND  STEEL  PRODUCTS — WROUGHT  AND  CAST 

(Either  Carbon,  Allot,  or  Stainless) 

Ingots  and  semifinished  (blooms,  billets,  slabs,  tube  rounds,  sheet  bar) 
Structural  shapes  and  piling 
Plates,  sheared,  universal  and  strip 

Rails  and  track  accessories  (joint  bars,  tie  plate,  track  spikes) 

Forged  and  rolled  wheels  and  axels 

Bars — hot  rolled,  cold  finished  and  reinforcing 

Tool  steel 

Pipe  and  tubing 

Wire  rods,  drawn  wire,  wire  products,  such  as  nails,  bale  ties,  woven  wire  fence 
barbed  and  twisted  ’ 

Tin  mill  products  (black  plate,  tin  and  turne  plate,  hot  dipped  tinplate,  electro¬ 
lytic  plate) 

Sheet  and  strip — hot  rolled,  cold  rolled,  galvanized,  enameling  and  electrical 

Forgings — all  types 

Ferrous  castings — all  tyiies 

Pig  iron 

Refractories 

Ferro  alloys  and  alloying  elements  such  as  nickel,  chrome,  tungsten,  manganese, 
etc. 

Ferrous  scrap 


Office  Memorandum,  United  States  Government 

January  6, 1956. 

To  :  Mr.  Carlton  Hayward,  Director  of  Personnel. 

From  :  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject :  WOC  appointment  action  for  Irving  P.  Macauley. 

Submitted  herewith  are  certificate  concerning  appointment  without  compensa¬ 
tion,  a  memorandum  including  concise  and  specific  statements  with  respect  to  the 
circumstances  of  the  appointment,  and  forms  SP-52,  SF-57,  SF-86,  and  SF-87 
for  the  appointment  of  Mr.  Irving  P.  Macauley  as  Director,  Aluminum  and 
Magnesium  Division. 

The  material  referred  to  above  completes  the  data  necessary  for  the  appoint¬ 
ment  action  of  Mr.  Macauley  with  exception  of  the  letter  of  agreement  from  the 
applicant  that  he  will  within  .30  days  from  the  date  of  appointment  submit  a 
financial  statement  to  be  filed  in  the  Federal  Register.  However,  Mr.  Macauley 
waS'  contacted  and  requested  to  accept  appointment  before  the  new  procedure 
stated  in  BSDA  Manual  Interim  Procedure,  dated  December  22,  1955,  became 
effective.  At  that  time  Mr.  Macauley  indicated  verbally  his  willingness  to  sub¬ 
mit  the  financial  statement  upon  appointment.  It  is,  therefore,  requested  that 
you  proceed  with  the  processes  necessary  to  appoint  Mr.  Macauley  immediately. 


Office  IMemorandum,  United  States  Government 

December  30, 1955. 

To :  Mr.  P.  G.  Asher,  Director  of  Administration, 

From :  A.  A.  Snow,  Assistant  Director,  Aluminum  and  Magnesium  Division. 
Subject :  WOC  appointment  of  Mr.  Irving  Post  Macauley  to  position  as  Director. 

It  is  requested  that  ilr.  Irving  Post  Macauley,  vice  president,  executive  sales, 
Reynolds  Metals  Co.,  Third  and  Grace  Streets,  Richmond,  Va.,  manufacturers  and 
processors  of  aluminum,  be  appointed  on  a  full-time  basis  as  a  WOC  Director 
of  the  Aluminum  and  Magnesium  Division.  Mr.  Macauley’s  company  has  agreed 
that  he  may  serve  for  6  months.  It  is  therefore  requested  that  he  be  appointed 
for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
woe’s,  the  following  information  is  submitted ; 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
department  as  follows : 

**♦*••* 
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Pursuant  to  these  authorities,  the  BDSA  performs  the  followiug  defense  and 
mobilization  activities : 

«**•*•♦ 

In  order  to  properly  carry  out  these  delegations  and  requests  in  connection 
therewith,  this  Division  must  determine  and  assure  a  continuous  study  of  the 
peacetime  and  wartime  supply  and  demand,  both  domestic  and  international,  of 
aluminum  and  magnesium  materials  and  facilities  required  for  their  produc¬ 
tion  ;  products  produced,  both  in  a  raw  state  for  further  fabrication  and  semi- 
fabricated  products  for  consumption.  (See  attached  Product  Scope.)  The 
defense  activities  and  programs  of  the  Division  which  the  appointee  will  direct 
the  performance  of  and  his  responsibilities  and  duties  therewith  are  as  follows : 

The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  study  is  now  being  conducted  by  the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incumbent  to 
appraise  these  military  requirements  and  to  develop  with  the  producing  industry 
a  supply-demanti  anal.vsis  from  which  will  be  established  a  basic  data  mobiliza¬ 
tion  requirement  sheet. 

Essential  military  requirement  surveys  will  develop  and  make  necessary  com¬ 
ponent  studies  on  individual  aluminum  products,  such  as,  forgings,  extrusions, 
castings,  sheet  and  plate,  etc.  Two  .such  studies  are  now  under  way  and  will 
liave  to  be  evaluated  upon  completion  by  the  incumbent. 

In  the  event  mobilization  requirement  surveys  indicate  after  evaluation  that 
facilities  as  available  are  not  sufficient  nor  capable  of  producing  military  require¬ 
ments,  expansion  goals  by  i>roduct  will  have  to  be  devised  and  recommended  by 
the  incumbent  to  ODM,  together  with  a  method  of  achieving  expansion  of  capacity 
by  loan,  tax  amortization,  or  otherwise. 

Studies  find  surveys  of  those  aluminum  and  magnesium  facilities  now  on  the 
selected  lists,  as  well  as  other  producing  facilities,  must  be  reviewed  and  revised 
periodically.  Method  of  determining  vulnerable  facilities  and  classifying  them 
must  be  devised.  The  incumbent  must  assist  management  of  all  producing  com¬ 
panies  in  the  establishment  of  preattack  and  postattack  policies  and  plans  to 
assure  continuity  of  production  and  of  management  in  the  event  of  an  emergency. 

Mobilization  requirements  and  facilities  for  production  of  aluminum  and 
magnesium  must  be  evaluated  and  proper  recommendations  made  with  respect 
to  stockpiling.  It  must  be  determined  also  what  actions  are  to  be  taken  with 
resiiect  to  specific  industrial  resources  .studies — bauxite,  alumina,  cryolite,  and 
other  chemicals,  metals,  and  minerals  affiliated  with  and  essential  to  the  pro¬ 
duction  of  aluminum. 

Determine  what  further  studies  by  geographical  location  are  to  be  made  with 
resiiect  to  means  find  methods  to  be  taken  to  assess  damage  and  suggest  replace¬ 
ment  fictions  necessfiry  in  the  event  of  bomb  attack.  Survey  and  study  the 
industry  as  fi  whole  with  tlie  idea  of  suggesting  a  dispersfil  program  covering  the 
vulnerable  segments  of  both  filuminum  and  magnesium  industries. 

Drfift  standby  orders,  manning  tables,  production  scheduling  methods,  and 
inventory  controls  so  as  to  enable  the  industry  to  transfer  from  peacetime  to 
wartime  production  with  as  little  disruption  as  possible.  Check  the  adequacy 
of  all  available  diita  h.v  relocfition  exercise  development  find  participation. 

Study  and  evaluate  the  present  defense  materials  system  and  IM-order  as  they 
affect  military  set-fisides  for  production,  with  a  view'  of  overhauling  and  revising 
these  regulations,  q’his  fiction  is  so  that  production  .set-asides  can  be  made  to 
become  fully  effective  w’ithiu  the  shortest  possible  time  in  the  event  of  a  national 
emergency. 

Section  .0."  fh)  ;  q'he  foregoing  activities  require  a  current  knowledge  of  indus¬ 
trial  systems  and  methods  not  ordinarily  to  be  found  in  full-time  salaried  Gov¬ 
ernment  employees.  It  is  the  responsibility  of  the  Aluminum  and  Magnesium 
Division  to  visufilize  the  Industry  as  a  w’hole  and  to  assure  adequate  supply 
requirements  in  the  event  of  mobilization.  Essential  studies  and  surveys  to 
ascertain  the  facts  are  of  such  a  magnitude  they  must  necessarily  be  of  a  joint 
Government-industry  interest.  This  Division,  therefore,  must,  with  the  coop¬ 
eration  of  industry  embark  upon  a  program  which  will  assure  essential  facilities 
and  production  of  a  bfilanced  nature.  To  organize  and  activate  such  surveys  and 
studies  requires  a  person  of  diversified  experience  which  could  be  gained  only 
over  a  long  period  of  time  and  in  the  comparatively  recent  expansion  of  this 
industry. 

Section  .05  (c)  ;  Mr.  Irving  Post  Macauley  is  by  education  and  experience  well 
qualified  for  this  undertaking.  He  has  been  an  active  part  of  the  industry 
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for  the  past  36  years.  In  addition  to  his  executive  sales  work,  he,  as  an  engineer, 
has  designed  and  supervised  the  building  and  operation  of  extrusion,  forging, 
and  powder  plants.  He  is  familiar  with  producing  and  manufacturing  prob¬ 
lems.  It  is  the  consensus  he  can  furnish  the  requisite  guidance  essential  for 
this  task  over  the  6-month  period  which  he  has,  with  the  consent  and  approval 
of  his  firm,  agreed  to  serve  on  a  WOC  basis. 


ALUMINUM  PRODUCTS — WROUGHT  AND  CAST 

(List  deleted.) 


MAGNESIUM  PRODUCTS - WROUGHT  AND  CAST 


(List  deleted.) 


Memorandum 


December  28, 1955. 


To;  Director  of  Personnel. 

From:  Administrator,  BDSA  (original  signed  by  H.  B.  McCoy,  Acting  Admin¬ 
istrator. 

Subject:  Notice  of  Vacancy  in  Operating  Position. 

The  following  position  will  become  vacant  in  BDSA  on  or  about  February  15, 
1956  as  a  result  of  the  current  incumbent  completing  his  tour  of  duty :  Director, 
Aluminum  and  Magnesium  Division,  GS-17. 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried 
basis.  It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment 
available  to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position. 
In  the  event  recruitment  sources  reveal  no  qualified  persons  available  to  serve 
in  this  position  on  a  full-time  salaried  basis,  it  is  requested  that  you  sign  and 
return  this  memorandum  indicating  this  fact  in  order  that  action  may  be  insti¬ 
tuted  to  obtain  the  services  of  a  qualified  iierson  on  a  WOC  basis. 


Notification  that  no  qualified  salaried  employee  is  known  to  be  available. 
The  recruitment  sources  of  this  Office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  determina¬ 
tion  is  based  on  review  of  employees  currently  on  BDSA  rolls.  Reemployment 
Priority  List,  and  applicant  file. 

Carlton  Hayward,  Director  of  Personnel. 

January  12,  1956. 


Office  Memorandum,  United  States  Government 

January  31, 1956. 

To :  Mr.  Carlton  Hayward,  Director  of  Personnel. 

From:  Chas.  F.  Honeywell,  Administrator,  BDSA. 

Subject :  Mr.  Roger  H.  Martin. 

Submitted  herewith  is  a  memorandum  including  concise  and  specific  statements 
with  respect  to  the  circumstances  of  the  appointment  of  Mr.  Roger  H.  Martin 
as  Chief,  Flat  Rolled  and  Tubular  Branch,  Iron  and  Steel  Division  on  a  WOC 
basis. 

Mr.  Martin  was  appointed  to  this  position  on  December  12,  1955.  This  memo¬ 
randum  completes  the  data  to  support  the  appointment  as  set  forth  in  the  BDSA 
Manual  Interim  Procedure  on  the  subject  of  WOC  appointments  pursuant  to 
the  Defense  Production  Act,  dated  December  22, 1955. 

February  1, 1956. 

To  the  best  of  our  knowledge,  there  were  no  qualified  candidates  available 
from  the  applicant  file,  RPL,  or  among  employees  currently  on  the  rolls. 

Russell  A.  Johnson. 
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Office  Memorandum,  United  States  Govei{Nment 

January  20, 1956. 

To :  P.  G.  Asher,  Director  of  Administration. 

From:  Charles  Halcomb,  Deputy  Director,  Iron  and  Steel  Division. 

Subject:  WOO  appointment  of  Mr.  Roger  H.  Martin  to  position  of  Chief,  Flat 
Rolled  and  Tubular  Bi-anch,  Iron  and  Steel  Division. 

It  is  requested  that  Mr.  Roger  H.  Marlin,  Jones  &  Laughlin  Steel  Corp.,  Pitts¬ 
burgh,  Pa.,  producers  of  steel  mill  products,  be  appointed  on  a  full-time  basis  as 
WOO  Chief,  Flat  Rolled  and  Tubular  Branch,  Iron  and  Steel  I>ivision.  Mr. 
Martin’s  corporation  has  agreed  that  he  may  serve  for  6  months.  It  is  therefore 
requested  that  he  be  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment 
of  woe’s,  the  following  information  is  submitted : 

Section  .05  (a)  :  The  BDSA  is  I’esponsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows : 

**!(:**** 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

******* 

In  order  to  carry  out  these  delegations  and  requests  in  connection  therewith, 
this  Branch  must  determine  and  assure  a  continuous  study  of  the  peacetime  and 
wartime  sup|tly  and  demand  of  iron  and  steel  products,  and  the  facilities  re¬ 
quired  for  their  production:  products  produced,  both  in  a  semitinished  state  for 
further  fabrication  and  semifabricated  products  for  consumption  (see  attached 
luoduct  scope).  'Hie  defense  activities  and  programs  of  this  Branch  which  the 
appointee,  as  Gbief  of  the  Flat  Rolled  and  Tubular  Branch,  is  responsible  for 
are  as  follows: 

'The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  stud.v  is  now  being  conducted  by  the  I>epartment  of  Defense  and  the 
Atomic  Energy  (’Commission.  It  will  be  the  responsibility  of  the  inemnbent  to 
apprai.se  tho.se  military  requirements  as  they  effect  the  products  under  his  super¬ 
vision  and  to  develop  feasible  studies  as  to  industry  capacit.v,  from  which  will 
be  established  a  basic  data  mobilization  re(piirements  sheet.  This  requires  a 
knowledge  of  the  inttu-cbangeability  of  producing  facilities  to  make  various 
products  and  an  understanding  of  the  interrelationships  of  production  practices 
in  a  very  complex  industry.  It  will  be  the  responsibility  of  the  incumbent  to 
constantly  review  the  data  maintained  at  the  relocation  center  and  to  keep  it 
current  with  announced  increases  in  ingot  production  or  processing  facilities 
which  are  rejjorted  from  time  to  time  by  the  American  Iron  and  Steel  Institute. 

It  will  be  the  resiK)nsibility  of  the  incumbent  to  adjust,  where  necessary,  vari¬ 
ous  studies  previously  submitted  by  bis  Brancb  to  the  Industry  Evaluation 
Board.  In  the  event  mobilization  requirements  surveys  indicate,  after  evalua¬ 
tion,  that  the  facilities  as  available  are  not  sufficient  nor  capable  of  producing 
military  requirements  in  the  prf)per  sizes,  grades  and  types,  exi)ansion  goals  by 
products  will  have  to  be  devi.sed  and  recommended  to  the  Director  of  the  Division 
for  eventual  submission  to  DDM,  together  with  a  suggested  practical  method  of 
achieving  expansion  of  capacity  by  loan,  tax  amortization,  or  otberwise. 

The  incumbent  is  resjMmsible,  through  his  staff,  for  the  analysis  and  tabulation 
of  data  reported  b.v  steel  i)roducers  as  required  by  DMS  re.gidations  supple¬ 
mented  by  Order  M-lxV.  He  will  participate  in  intergovernmental  conferences 
on  mobilization  and  be  in  a  position  to  advise  the  Director  on  what  actions  should 
be  taken  with  respect  to  industrial  resource'  studies  affiliated  with  and  essential 
to  the  production  of  iron  and  steel  products. 

The  incumbent  will  study  and  evaluate  the  present  defense  materials  system 
and  Order  M-1A  as  they  affect  military  set-asides  for  production  with  a  view 
of  overhauling  and  revising  these  regulations  where  changed  conditions  make 
such  actions  ajipropriate. 

Section  .05  (b)  :  The  foregoing  activities  recpiire  a  knowledge  of  the  current 
production  and  distribution  methods  of  the  steel  industry.  It  also  requires  a 
current  knowledge  of  the  interchangeability  of  producing  facilities  and  an  under¬ 
standing  of  the  relationship  of  production  practices  and  processes  of  the  steel 
industry  not  ordinarily  found  in  a  full-time  salaried  employee.  It  is  the  re- 
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i^ponsibility  of  the  Iron  and  Steel  Division  to  visualize  the  industry  as  a  whole 
and  to  assure  adequate  supply  requirements  both  for  current  defense  needs  and 
in  the  event  of  full  mobilization.  Essential  studies  and  surveys  to  ascertain 
the  facts  are  of  such  magnitude,  they  must  necessarily  be  of  a  .ioi'nt  Government- 
industry  interest.  This  Division,  therefore,  must  with  the  full  cooperation  of 
industry  assure  essential  facilities  and  prodxiction  of  a  balanced  nature  to  par¬ 
ticipate  in  the  organization  and  activities  of  such  surveys  and  studies.  The  posi¬ 
tion  of  Chief  of  the  Flat  Rolled  and  Tubular  Branch,  requires  a  person  of  diversi¬ 
fied  experience  in  production  and  distrilnition  which  could  only  be  gained  over 
a  long  period  of  time  and  in  the  recent  operations  of  this  industry  where 
numerous  technological  changes  are  steadily  being  made.  Accordingly,  it  has 
been  concluded  that  the  duties  of  this  position  require  outstanding  experience 
and  ability  such  as  could  be  gained  only  by  a  lengthy  and  recent  experience 
in  the  industry. 

Section  .Oo  (c)  ;  To  this  end  we  have  been  fortunate  in  locating  a  WOC,  Mr. 
Roger  H.  Martin,  who  not  only  qualities  admirably  with  his  background  and 
industry  experience,  but  can  furnish  for  this  task  the  requisite  guidance  and  re¬ 
sults  over  the  (J-month  period,  graciously  accorded  by  his  Arm,  the  Jones  & 
Laughlin  Steel  Corp.,  a  leader  in  the  field  of  production  of  steel-mill  products. 
After  graduating  from  Ilinois  Wesleyan  University  in  1938,  Mr.  Martin  .ioined 
the  .Joseph  T.  Ryerson  &  Son,  Inc.,  in  their  Chicago  warehou.se  which  gave  him 
a  thorough  knowledge  of  the  distribution  of  steel-mill  products.  In  li)42  he 
.ioined  the  Hannifin  Manufacturing  Co.,  Chicago,  Ill.,  large  users  of  steel  mill 
products.  In  May  1943,  he  joined  the  Jones  &  Laughlin  Steel  Cor)>.,  in  Pitts¬ 
burgh.  From  May  194,5  through  July  1946  he  served  with  the  armed  services 
and  then  on  his  honorable  discharge  he  went  back  to  Jones  &  Laughlin  Steel 
Corp.,  and  has  been  with  them  ever  since.  During  this  better  than  9  years  with 
the  Jones  &  Laughlin  Steel  Corp.,  he  has  had  a  chance  to  become  thoroughly 
familiar  with  production  and  distrbution  problems  of  the  iron  and  steel  industry. 
He  has  worked  up  through  progressively  important  positions  to  become  assistant 
manager  of  Tubular  Products  which  position  he  held  when  he  was  loaned  by  his 
company  to  the  Iron  and  Steel  Division  of  BDSA.  During  such  service,  it  has 
been  neces.sary  for  him  to  work  closely  with  other  steel  prodncers  and  with  a 
great  many  steel-consuming  industries  which  has  given  him  a  current  knowledge 
of  steel  production  and  distribution  methods,  and  has  kept  him  in  touch  with 
the  rapidly  increasing  techniological  changes  in  the  industry. 

IKON  AND  STEEL  PKODUCTS - WROUGHT  AND  CAST 

(Either  carbon,  alloy,  or  stainless) 

Ingots  and  semifinshed  (blooms,  billets,  slabs,  tube  rounds,  sheet  bar) 
Structural  shapes  and  piling 
Plates,  sheared,  universal,  and  strip 

Rails  and  track  accessories  (joint  bars,  tie  plate,  track  spikes) 

Forged  and  rolled  wheels  and  axles 

Bars — hot  rolled,  cold  finished,  and  reinforcing 

Tool  steel 

Pipe  and  tubing 

Wire  rods,  drawn  wire,  wire  products,  such  as  nails,  bale  ties,  woven-wire  fence, 
barbed  and  twdsted 

Tin-mill  products  (black  plate,  tin  and  terne  plate,  hot  dipped  tin  plate,  elec¬ 
trolytic  plate) 

Sheet  and  strip— hot  rolled,  cold  rolled,  galvanized,  enameling  and  electrical 

Forgings — all  types 

Ferrous  castings — all  types 

Pig  iron 

Refractories 

Ferroalloys  and  alloying  elements  such  as  nickel,  chrome,  tungsten,  manganese, 
etc. 

Ferrous  scrap 
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Office  Memoeandum,  United  States  Government 

January  5,  1956. 

To :  Ur.  P.  G.  Asher,  Director  of  Administration. 

From ;  Carney  G.  Laslie,  Jr.,  Deputy  Director,  Electrical  Equipment  Division, 

BDSA. 

Subject:  WOC  appointment  of  Mr.  T.  B.  Martin  to  position  of  Director. 

It  is  requested  that  T.  B.  Martin,  now  employed  by  Square  D  Co.,  Milwaukee, 
Wis.,  manufacturers  of  motor  controls,  low-voltage  distribution  equipment,  and 
industrial  controls,  t)e  appointed  on  a  full-time  basis  as  a  WOC  Director  in 
this  Division.  Mr.  Martin’s  company  has  agreed  that  he  may  serve  for  6 
months.  It  is  therefore  requested  that  he  be  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
WO(’'s,  the  following  information  is  submitted ; 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows : 

******* 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities: 

This  Division  is  re.sponsible  for  carrying  out  the  above  functions  and  activities 
as  they  relate  to  the  Electrical  Equipment  Division. 

During  the  next  6  months  the  Division  will  be  engaged  in,  and  Mr.  Martin 
will  participate  in,  the  following  activities  and  programs :  A  study  of  the  pro¬ 
ductive  capability  of  the  industrial-control  and  motor-control  industries.  During 
both  World  War  IT  and  Korea  great  difficulty  was  experienced  in  obtaining  an 
accurate  picture  of  the  motor  control  and  industrial  control  capabilities  of  this 
country  due  to  the  large  number  of  highly  specialized  installations.  This  field 
is  one  in  which  technological  advances  have  come  rapidly  and  which  is  in  a  state 
of  constant  flux.  Due  to  these  conditions  it  has  been  impossible  for  the  Division 
to  prepare  for  mobilization  in  this  area  to  the  extent  that  the  related  industries 
have  been  covered. 

If  we  are  to  insure  adequate  mobilization  data  we  must  immediately  embark 
upon  a  program  designed  to  ascertain  the  capacity  of  the  industry  to  produce 
the  requirements  of  the  military  and  essential  civilian  industries  for  this  equip¬ 
ment  and  to  determine  the  necessity  for  any  expansion  in  this  field. 

We  have  never  been  able  to  obtain  the  services,  on  a  salaried  basis,  of  qualified 
personnel  with  sufficient  industrial  experience  and  knowledge  of  this  industry 
to  organize  and  activate  such  a  study.  This  problem  has  been  attacked  several 
times  by  members  of  the  existing  staff  but  we  have  reached  the  conclusion  that 
it  would  be  necessary  to  obtain  a  qualified  representative  of  the  industry,  from 
a  staff  or  management  level,  to  insure  the  successful  completion  of  the  study. 

In  addition  to  this,  the  interrelationship  of  industrial  controls,  motors,  recti¬ 
fiers,  etc.,  has  not  been  sufficiently  worked  out  in  the  past.  This  has  been  due 
to  the  fact  that  the  Division  has  concerned  itself  primarily  with  transmission 
and  distribution  equipment  due  to  the  urgency  of  work  in  these  fields. 

Section  .05  (b)  :  The  foregoing  activities  require  a  current  knowledge  of 
industrial  systems  and  methods  not  ordinarily  to  be  found  in  full-time  salaried 
Government  employees.  It  has  accordingly  been  concluded  that  the  duties  of 
the  position  re<|uire  outstanding  experience  and  ability  such  as  could  be  gained 
ordinarily  only  by  recent  experience  in  the  industry. 

Section  .05  (c)  :  The  Electrical  Equipment  Division  has  been  very  fortunate  In 
locating  a  WOC,  Mr.  Terry  B.  Martin,  w'ho  is  eminently  qualified  for  this  position 
and  can  furnish  the  requisite  guidance  over  the  entire  operations  of  the  Division 
due  to  his  broad  experience  in  the  electrical  field. 

Mr.  Martin  is  an  engineer,  with  over  30  years  experience  in  all  phases  of  the 
industrial-control  and  motor-control  operations.  His  company  is  the  largest 
producer  of  this  equipment  in  the  United  States.  Mr.  Martin  is  familiar  with 
the  control  activities  carried  on  during  Korea  and  during  World  War  II ;  when 
he  acted  as  CMP  officer  for  his  company.  As  methods  engineer,  he  was  respon¬ 
sible  for  the  correlation  of  inventory  requirements  with  productive  needs  and 
productive  controls.  He  has  served  as  sales  manager  and  is  thoroughly  familiar 
with  the  uses  of  the  product  sales  and  production  methods.  For  this  reason, 
we  recommend  that  Mr.  Martin  be  appointed  on  a  full-time  basis  as  a  WOC 
Director  of  the  Electrical  Equipment  Division.  It  is  requested  that  efforts  be 
made  to  obtain  Mr.  Martin’s  services  on  or  before  February  15,  1956,  at  which 
time  Mr.  .John  L.  Cross  must  return  to  his  company. 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956  269 


Memorandum 


To :  Director  of  I'ersoimel. 

From :  Administrator,  BDSA. 

Subject :  Notice  of  vacancy  in  operating  position. 


January  4, 1956. 


The  foliowing  position  will  become  vacant  in  BDSA  on  or  about  February  15, 
1956,  as  a  result  of  the  current  incumbent  completing  his  tour  of  duty :  Director, 
Electrical  Equipment  Division. 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried 
basis.  It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment 
available  to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position. 
In  the  event  recruitment  sources  reveal  no  qualified  persons  available  to  serve  in 
this  position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and  re¬ 
turn  this  memorandum  indicating  this  fact  in  order  that  action  may  be  instituted 
to  obtain  the  services  of  a  qualified  person  on  a  WOO  basis. 


Notification  that  no  qualified  salaried  employee  is  known  to  be  available. 

The  recruitment  sources  of  this  office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has  been 
determined  by  review  of  applicant  file,  RPL,  and  employees  currently  on  BDSA 
rolls. 

Carlton  Hayward, 
Director  of  Personnel. 

February  2,  1956. 


Office  Memorandum,  United  States  Go\t:rnment 

January  12, 1956. 

To :  Mr.  Carlton  Hayward,  Director  of  Personnel. 

Prom ;  Chas.  P.  Honeywell,  Administrator,  BDSA. 

Subject :  Mr.  Frederick  A.  Merliss. 

Submitted  herewith  is  a  memorandum  including  concise  and  specific  state¬ 
ments  with  respect  to  the  circumstances  of  the  appointment  of  Mr.  Frederick 
A.  Merliss  as  Deputy  Director,  Aluminum  and  Magnesium  Division,  on  a  WOC 
basis. 

Mr.  Merliss  was  appointed  to  this  position  November  30,  1955.  This  memoran¬ 
dum  completes  the  data  to  support  the  appointment  as  set  forth  in  the  BDSA 
Manual  Interim  Procedure  on  the  subject  of  WOC  appointments  pursuant  to 
the  Defense  Production  Act,  dated  December  22,  1955. 

January  25, 1956. 

To  the  best  of  our  knowledge,  there  were  no  qualified  candidates  available  from 
the  applicant  file,  RPL,  or  among  employees  currently  on  the  jolls. 

Russell  A.  Johnson. 


Office  MEiioRANDUM,  United  States  Government 

.January  10,  1956. 

To ;  Mr.  P.  G.  Asher,  Director  of  Administration. 

From :  A.  A.  Snow,  Assistant  Director,  Aluminum  and  Magnesium  Division. 
Subject:  WOC  appointment  of  Mr.  Frederick  A.  Merliss  to  position  of  Deputy 
Director. 

This  memorandum  will  serve  as  a  justification  for  the  appointment  of  Mr. 
Frederick  A.  Merliss,  general  superintendent  and  director  of  the  United  Smelt¬ 
ing  &  Aluminum  Co.,  Inc.,  New  Haven,  Conn.,  processors  of  aluminum,  on  a 
full-time  basis  as  a  WOC  Deputy  Director  of  the  Aluminum  and  Magnesium 
Division.  His  company  has  agreed  that  he  may  serve  for  6  months. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment 
of  woe’s,  the  following  information  is  submitted  : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the  De¬ 
partment  as  follows : 

*♦**♦•* 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

***♦♦*  * 


76559— so¬ 


ls 
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Ill  (irder  to  properly  carry  out  these  tlelesations  amt  reipiests  in  connection 
therewith,  this  Division  must  determine  and  assure  a  continuous  study  of  the 
iieacetime  and  wartime  supjily  and  demand,  lioth  domestic  and  international,  of 
aluminum  and  maf,mesium  materials  and  facilities  required  for  tlieir  production; 
products  produced,  hotli  in  a  raw  state  for  furtlier  falirication  and  semi- 
fahricated  products  for  consumption.  (See  attaclied  Product  Scope.)  The 
defense  activities  and  profrrams  of  tlie  Division  wliicli  tlie  appointee  will  direct 
tlie  performance  of  and  his  responsibilities  and  duties  tlierewitli  are  as  follows: 

The  Director  of  the  Otliie  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilizatilon. 
This  classitied  study  is  now  being  conducted  by  the  Department  of  Defense  and 
the  Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incumbent 
to  appraise  these  military  requirements  and  to  develop  with  the  producing  in¬ 
dustry  a  .supply-demand  analysis  from  which  will  lie  established  a  basic  data 
mobilization  requirement  sheet. 

Essential  military  requirement  surveys  will  develop  and  make  necessary  com¬ 
ponent  studies  on  individual  aluminum  products,  such  as  forgings,  extrusions, 
castings,  sheet  and  plate,  etc.  Two  such  studies  are  now  underway  and  will 
have  to  be  evaluated  upon  completion  by  the  incumbent. 

In  the  event  moliilization  requirement  sui-veys  indicate  after  evaluation  that 
facilities  as  available  are  not  sufficient  nor  cap.able  of  producing  military  re- 
quirement.s,  expansion  goals  by  product  will  have  to  be  devised  and  recommended 
by  the  incumbent  to  ODM,  together  with  a  method  of  achieving  expansion  of 
capacity  by  loan,  tax  amortization,  or  otherwi.se. 

Studies  and  surveys  of  those  aluminum  and  magnesium  facilities  now  on  the 
selected  lists,  as  well  as  other  iiroducing  facilities,  must  be  reviewed  and  re¬ 
vised  periodically.  Method  of  determining  vulnerable  facilities  and  classifying 
them  must  be  devised.  The  incumbent  must  .assist  management  of  all  produc¬ 
ing  cmnpanies  in  the  establishment  of  preattack  and  postattack  policies  and  plans 
to  assure  continuity  of  production  and  of  management  in  the  event  of  an 
emei'gency. 

•Mobilization  requirements  and  facilities  for  production  of  aluminum  and  mag¬ 
nesium  must  be  evaluated  and  proper  recommendations  made  with  respect  to 
stockpiling.  It  must  be  determined  also  what  actions  are  to  be  taken  with 
respect  to  specific  industrial  resources  studies — bauxite,  alumina,  cryolite,  and 
other  chemicals,  metals,  and  minerals  affiliated  with  and  essential  to  the  pro¬ 
duction  of  aluminum. 

Determine  what  further  studies  by  geographical  location  are  to  be  made  with 
respect  to  means  and  methods  to  be  taken  to  assess  damage  and  suggest  replace¬ 
ment  actions  necessary  in  the  event  of  bomb  attack.  Survey  and  study  the  in¬ 
dustry  as  a  whole  with  the  idea  of  suggesting  a  dispersal  program  covering  the 
vulnerable  .segments  of  both  aluminum  and  magnesium  industries. 

Draft  standby  orders,  manning  tables,  production  scheduling  methods,  and 
inventory  controls  so  as  to  enable  the  industry  to  transfer  from  peacetime  to  war¬ 
time  production  with  as  little  disruption  as  possible.  Check  the  adequacy  of  all 
available  data  by  relocation  exercise  development  and  participation. 

Study  and  evaluate  the  present  defense-materials  sy.stem  and  M-Order  as 
they  affect  military  set-asides  for  production,  with  a  view  of  overhauling  and 
revising  these  regulations.  This  action  is  so  that  production  set-asides  can  be 
made  to  become  fully  effective  within  the  shortest  possible  time  in  the  event  of  a 
national  emergency. 

Section  .05  (b).  The  foregoing  activities  require  a  current  knowdedge  of  indus¬ 
trial  systems  and  methods  not  ordinarily  to  be  found  in  full-time  salaried  Gov¬ 
ernment  employees.  It  is  the  responsibility  of  the  Ahimiiium  and  Magnesium 
Division  to  visualize  the  industry  as  a  whole  and  to  assure  adequate  supply 
requirements  in  the  event  of  mobilization.  Essential  studies  and  surveys  to  as¬ 
certain  the  facts  are  of  such  a  magnitude  they  must  necessarily  be  of  a  joint 
Government-industry  interest.  This  division,  therefore,  must  with  the  coopera¬ 
tion  of  industry  embark  upon  a  program  which  will  assure  essential  facilities 
and  production  of  a  balanced  nature.  To  organize  and  activate  such  surveys  and 
studies  requires  personnel  of  diversified  experience  which  could  be  gained  only 
over  a  long  period  of  time  and  in  the  comparatively  recent  expansion  of  this  in¬ 
dustry. 

Section  .05  (c).  Mr.  Frederick  A.  Merliss  is  by  education  and  experience  well 
qualified  for  this  undertaking.  He  has  been  an  active  part  of  the  processing 
industry  for  the  i>ast  38  years,.  In  addition  to  his  executive  sales  work,  he,  as  an 
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engineer,  Fas  designed  and  supervised  the  building  and  operation  of  aluminum 
furnaces  and  processing  equipment.  He  is  familiar  with  manufacturing  prob¬ 
lems.  It  is  the  consensus  he  can  furnish  the  requisite  assistance  and  guidance 
essential  for  this  task  over  the  6-month  period  which  he  has,  with  the  consent 
and  approval  of  his  firm,  agreed  to  serve  on  a  WOO  basis. 

ALUMINUM  PRODUCTS — WROUGHT  AND  CAST 

(List  of  products  deleted.) 

MAGNESIUM  PRODUCTS - WROUGHT  AND  CAST 

(List  of  products  deleted.) 

Office  ^Memorandum,  United  States  Government 

January  18,  1956. 

To :  Mr.  Carlton  Hayward,  Director  of  Personnel. 

From ;  Chas.  F.  Honeywell,  Administrator,  BDSA. 

Subject :  IMr.  Clifford  G.  Pommer. 

Submitted  herewith  is  a  memorandum  including  concise  and  specific  statements 
with  respect  to  the  circumstances  of  the  appointment  of  Mr.  Clifford  G.  Pommer 
as  Director,  Shipbuilding,  Railroad,  Ordnance,  and  Aircraft  Division  on  a  WOC 
basis. 

Mr.  Pommer  was  appointed  to  this  position  November  14,  1955.  This  memo¬ 
randum  completes  the  data  to  support  the  appointment  as  set  forth  in  the 
BDSA  Manual  Interim  Procedure  on  the  subject  of  WOO  appointments  pursuant 
to  the  Defense  Production  Act,  dated  December  22,  1955. 

January  25,  1956. 

To  the  best  of  our  knowledge,  there  were  no  qualified  candidates  available  from 
the  applicant  file,  RPL,  or  among  employees  currently  on  the  rolls. 

Russell  A.  Johnson. 


Office  IMemokandum,  United  States  Government 

January  13, 1956. 

To :  P.  G.  Asher,  Director  of  Administration. 

From:  Francis  H.  Winget,  Deputy  Director,  Shipbuilding,  Railroad,  Ordnance, 
and  Aircraft  Division. 

Subject :  Documentation  of  Mr.  Clifford  C.  Pommer's  appointment  to  the  position 
of  WOC  Director. 

The  purpose  of  this  memorandum  is  to  complete  the  documentation  of  the  ap¬ 
pointment  of  Clifford  G.  Pommer,  WOC,  from  General  Electric  Co.,  Schenectady, 
N.  Y.  Mr.  Pommer  was  appointed  full-time  WOC  Director  of  this  Division  on 
November  14,  1955.  The  General  Electric  Co.  has  agreed  that  he  may  serve  tor  a 
6-month  period. 

Since  the  area  over  which  the  Division  has  cognizance  includes  four  large, 
separate,  and  distinct  industries,  namely,  the  shipbuilding  industry,  including  ship 
repair  and  conversion;  the  ordnance  industry  (small  arms,  ammunition,  and 
blasting  accessories)  ;  the  railway  equipment  industry,  including  railway  mainte¬ 
nance,  repair,  and  operating  supplies ;  and  the  aircraft  manufacturing  industry, 
it  becomes  necessary  to  secure  the  services  of  a  WOC  Director  who  is  qualified 
and  who  has  had  experience  in  one  or  more  of  these  industries  in  the  months  last 
past  preceding  his  appointment.  In  the  case  of  Mr.  Pommer,  he  has  had  recent 
experience  with  his  company  in  the  manufacture  of  aircraft  parts  and  compon¬ 
ents,  and  ship  propulsion.  Therefore  he  comes  weil  qualified  for  the  position 
which  he  holds  as  full-time  WOC  Director  of  this  Division.  The  General  Elec¬ 
tric  Co.  also  manufactures  many  other  items  over  which  this  Division  has 
cognizance,  such  as  electric  and  diesel-electric  locomotives,  etc. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
WOC’s,  the  following  information  is  submitted : 

Section  .05  (a).  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows ; 
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Pursuant  to  these  authorities,  the  Shipbuiding,  Raiiroad,  Ordnance,  and  Air¬ 
craft  Division  of  BDSA  perforins  the  foiiowing  defense  and  mobiiization  activites 
pertaining  to  its  respective  industries. 

«*«*««* 
Section  .05  (b)  :  The  foregoing  activities  require  voiuntary  contributions  of 
time  and  expense  on  tlie  part  of  industry.  Hence  the  advantages  of  having  an 
industry  man  as  WOC  Director  are  of  such  great  importance  that  they  become 
prerequisites.  His  activities  require  an  intimate  and  current  knowiedge  of 
industriai  systems  ami  methoils ;  a  knowiedge  which  cannot  reasonabiy  be  ob¬ 
tained  and  maintained  by  fuii-time  salaried  Government  employees.  It  has 
accordingly  been  concluded  that  the  duties  of  the  position  require  an  outstand¬ 
ing  comliination  of  knowiedge,  experience,  and  ability  such  as  can  be  gained 
during  the  iierlod  last  preceding  appointment. 

Section  .05  (c)  :  To  this  end  we  have  been  fortunate  in  locating  a  WOC,  Mr. 
Pommer,  who  not  only  qualifies  admirably  with  his  background  and  industry 
exi>erience,  but  who  can  furnish  for  this  task  the  requisite  guidance  and  results 
over  the  6-month  period  graciously  accorded  by  his  firm.  Mr.  Pommer’s  experi¬ 
ence  has  been  broad  and  well  balanced ;  including  engineering,  production,  test¬ 
ing,  and  marketing.  In  addition,  he  is  exceptionally  well  informed  on  Govern¬ 
ment  organization,  oi>eration,  and  requirements,  having  held  (with  this  com¬ 
pany)  iKisitions  of  requisition  engineer  for  the  aeronautical  and  marine  depart¬ 
ment,  and  manager  of  the  ordnance  division.  Federal  and  marine  department. 


OfFICK  JlKMOinVNDUM,  UNITED  STATES  GOVERNMENT 

Januaky  4,  1956. 

To:  Carlton  Hayward,  Director  of  Personnel. 

P'rom;  Chas.  P’.  Honeywell,  Administrator,  Business  and  Defense  Services 
Administration. 

Subject:  WOC  appointment  action  for  R.  Chester  Reed. 

Submitted  herewith  are  Certificate  Concerning  Appointment  Without  Com¬ 
pensation,  Form  WOC-2  and  a  memorandum  including  concise  and  specific  state¬ 
ments  with  respect  to  the  circumstances  of  the  appointment  of  Mr.  R.  Chester 
Reed  as  Deputy  Director,  Containers  and  Packaging  Division,  on  a  WOC  basis. 
P^ornis  SF-52,  SF-57,  SP’-Sd,  and  SF-87  for  Mr.  Reed  were  submitted  to  your 
office  November  4,  1955. 

The  certificate,  irorm  WOC-2  and  the  memorandum  referred  to  above  complete 
the  data  to  support  tlie  SP''-52  as  set  forth  in  the  BDSA  Manual  Interim  Pro- 
ceilure  on  the  subje<‘t  of  WOC  appointments  pursuant  to  the  Defense  Production 
Act,  datcHi  December  22,  1955.  It  is,  therefore,  requested  that  you  proceed  with, 
securing  the  Secretary's  approval  of  this  action  so  that  Mr.  Reed  may  be  sworn 
in  as  soon  as  possible. 


January  10,  1956. 


There  are  no  candidates  available  from  the  applicant  file,  RPL,  or  among 
employees  currently  on  the  rolls. 


Russell  A.  Johnson. 


Memorandum 


January  4,  10.56. 

To :  Mr.  P.  G.  Asher,  Director  of  Administration. 

From :  Charles  A.  Lewis,  Director,  Containers  and  Packaging  Division. 

Subject :  WOC  Appointment  of  Mr.  R.  Chester  Reed,  to  position  of  Deputy 
Director. 

It  is  requested  that  Mr.  R.  Chester  Reed,  supervisor,  packages  and  shipping 
division,  the  Texas  Co.,  135  East  42d  Street,  New  York  17,  N.  Y.,  manufacturers 
and  distributors  of  petroleum  and  related  products,  be  appointed  on  a  full-time 
basis  as  a  WOC  Deputy  Director  of  the  Containers  and  Packaging  Division. 
Mr.  Reed’s  company  has  agreed  that  he  may  serve  for  6  months.  It  is,  therefore, 
requested  that  he  be  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  interim  procedure  for  appointment  of 
WOCs,  the  following  information  is  submitted  : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the- 
department  as  follows : 
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Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

In  order  to  properly  perform  its  functions  and  responsibilities  under  the 
foregoing  delegations  and  requests,  the  Containers  and  Packaging  Division  must 
carry  forward  a  continuing  study  of  the  peacetime  and  wartime  supply  and 
demand,  both  domestic  and  international,  of  containers  and  t)ackaging  materials 
and  facilities  required  for  their  production  (see  attached  product  scope).  The 
defense  activities  and  programs  of  the  Division  which  the  appointee  will  direct 
the  performance  of  and  his  specific  assignments  and  duties  therewith  are  as 
follows : 

Pursuant  to  the  Office  of  Defense  Mobilization’s  assignment  to  the  Department 
of  Def en.se  Mobilization  Responsibiiities  section  .05  (a),  (6),  (8),  (11),  the 
Division  has  developed  23  mobilization  base  or  fact  books  covering  over  50 
container  industries.  One  of  the  specific  functions  of  Mr.  Reed  wili  be  to 
review  these  mobilization  studies  and  the  data  and  information  contained 
therein  with  respect  to  their  practical  applicability  in  time  of  national  emer¬ 
gency.  Some  of  the  major  points  in  this  review  would  be  wbether  the  data  were 
adequate,  sufficient  in  scope,  realistic,  and  could  be  applied  with  reasonable 
assurance  that  it  would  provide  a  mechanism  for  measuring  such  things  as 
bomb  damage  assessment,  surviving  productive  ability,  es.sential  distribution, 
potential  rehabilitation,  etc. 

Assist  in  the  direction  of  a  program  to  develop  standby  orders  on  containers 
and  packaging  products  and  materials.  This  includes  the  drafting  of  procedures 
and  regulations  to  assure  the  maximum  production  and  essential  distribution  of 
containers  in  time  of  national  emergency  as  well  as  the  conservation  of  critical 
and  strategic  raw  materials  use.  For  example,  the  potential  ramifications  of  a 
control  order  on  metal  cans  are  so  complex,  in  view  of  the  high  essentiality  to 
the  economy  and  military  of  the  end  products  packaged  and  the  criticality  of  the 
basic  raw  materials  consumed  in  production,  i.  e.,  steel,  tin,  aluminum,  etc.,  that 
the  mechanics  of  an  equitable  control  involve  and  require  not  only  a  detailed 
knowledge  of  the  manufacturing  industry  but  of  the  using  industries  such  as 
processors  and  packers  of  foods,  petroleum,  chemicals,  drugs,  pharmaceuticals, 
antibiotics,  etc.  Of  particular  importance  and  value  here  is  the  appointee’s 
recency  of  industry  experience  and  knowledge  of  the  problems  confronting  a 
u.ser  of  the  product  on  which  the  proposed  standby  order  would  have  effect. 

Mr.  Reed  brings  to  the  Division  the  unique  qualification  of  being  familiar 
with  almost  all  types  of  packaging  and  particularly  with  regard  to  containers 
used  in  the  petroleum  industry,  one  of  the  most  important  defense  supporting 
areas  in  time  of  war.  To  correct  a  deficiency  in  our  mobilization  planning  in 
the  metal  drum  and  pail  and  metal  can  industry  areas,  Mr.  Reed  will  initiate 
and  direct  a  study  to  determine  both  i>eacetime  and  wartime  requirements  for 
these  containers  for  the  packaging  of  petroleum  and  other  products.  Essential 
military  surveys  have  and  are  still  developing  which  will  make  necessary 
requirement  studies  such  as  the  foregoing.  A  military  plan  for  providing  ade¬ 
quate  assured  stocks  of  steel  drums  and  pails  is  now  underway  which  needs  to 
be  evaluated  and  reviewed  by  the  incumbent. 

In  the  event  mobilization  requirement  surveys  indicate  after  evaluation  that 
facilities  as  available  are  not  sufficient  nor  capable  of  producing  both  military 
and  essential  civilian  requirements,  expansion  goals  by  product  will  have  to 
be  devised  and  recommended  by  the  incumbent  to  ODM.  Further  evaluations 
and  recommendations  will  be  necessary  by  the  incumbent  as  to  how  such  goals 
can  best  be  achieved  and  the  productive  deficiencies  corrected. 

Trade  sources  have  indicated  there  may  be  upwards  of  300,000  industrial 
users  or  consumers  of  containers  and  packaging  materials  in  the  United  States. 
Mr.  Reed  will  establish  a  program  designed  to  ascertain  iind  evaluate  those 
areas  where  conservation  measures  can  be  initiated  in  time  of  war — and  where 
substitute  or  alternative  containers  can  be  used  and/or  developed. 

The  incumbent  will  assist  in  the  direction  of  a  Division  program  to  develop 
better  and  more  up-to-date  capacity  and  production  data  for  mobilization  plan¬ 
ning  purposes  in  those  container  industry  areas  where  no  reliable  current  data 
are  now  available,  e.  g.,  steel  drums  and  pails,  gas  cylinders,  metai  sti’apping, 
fiber  drums,  fiber  cans  and  tubes  and  fibrous  glass  reinforced  plastic  containers. 

Direct  tbe  development  of  a  glossary  of  standard  iwickaging  terms  for  use 
in  the  establishment  of  a  Government  specification  in  this  respect.  Of  great 
assistance  in  time  of  war,  would  be  the  prior  development  and  use  of  standard 
packaging  terminology,  consistent  with  the  operation  and  practices  of  both 
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Government  and  indnstry,  with  particular  einpliasis  on  its  value  to  the  military 
services — who  now  liave  to  contend  with  varying,  conflicting  and  confusing 
packaging  terminology  in  its  logistics  and  supply  system.  Proper  cataloging 
and  identification  of  packaged  products  and  materiel  so  that  they  can  be 
readily  and  accurately  Identified,  inspected,  shipped,  handled,  inventoried  and 
stored  in  the  logistics  and  supply  system,  would  be  immeasurably  assisted 
by  the  development  of  a  glossary  of  standard  terms.  Mr.  Reed’s  lengthy  expe¬ 
rience  and  background  in  the  container  and  packaging  field,  his  close  and  active 
association  with  professional  indusiry  groups  and  societies,  who  have  carried 
forward  development  work  in  this  respect,  plus  his  recency  of  industry  employ¬ 
ment,  will  make  him  particularly  invaluable  in  guiding  this  project. 

Mobilization  reriuirements  and  facilities  for  packaging  and  storage  of  stockpile 
materials,  as  well  as  reiiuirements  of  stockpile  materials  for  container  pro¬ 
duction  in  time  of  national  emergency,  must  be  evaluated  and  proper  recom¬ 
mendations  made  with  respect  thereto.  Of  particular  criticality  to  container 
production  are  the  stockpiled  materials  such  as  tin,  selenium,  cobalt,  aluminum, 
etc.  The  incumbent,  in  view  of  his  recency  of  industry  experience,  will  review 
and  evaluate  these  programs  in  line  with  new  developments  and  requirements 
in  the  container  industries  and  make  recommendations  pertinent  thereto. 

Section  .Q~>  (b)  ;  The  foregoing  activities  require  a  current  knowledge  of 
industrial  systems  and  methods  not  ordinarily  found  in  full-time  salaried  Gov¬ 
ernment  employees.  The  vast  number  and  interchange  of  containers  and  alter¬ 
native  tyi)es  and  methods  has  always  made  this  field  particularly  complex.  Now 
with  an  increasing  emphasis  on  automation,  not  only  long  and  basic  fundamental 
actual  background  and  employment  in  the  field  is  required,  but  very  recent 
experience  in  newly  developing  industry  methods  and  techniques  is  a  must. 
It  is  concluded,  therefore,  that  the  duties  of  the  position  require  outstanding 
experience  and  ability  such  as  could  be  gained  ordinarily  only  by  very  recent 
employment  in  the  Industry. 

Section  .05  (c)  :  Mr.  R.  Chester  Reed  is  by  education  and  experience  well 
qualified  for  this  undertaking,  and  we  have  been  extremely  fortunate  in  locating 
a  Iverson  of  his  ability.  He  has  spent  over  35  years  with  the  Texas  Co., 
most  of  these  years  being  s])ent  in  connection  with  containers  and  packaging. 
He  has  long  supervised  the  packaging  and  container  development  and  operations 
of  the  Texas  Co.  His  familiarity  with  all  types  of  packaging  places  a  unique 
and  particular  high  value  on  his  services.  His  stature  in  packaging  circles 
is  jwinted  up  by  his  selection  as  vice  president  of  the  1‘ackaging  Institute,  and 
as  a  member  of  many  other  packaging  committees,  groui)S  and  societies.  We 
are  indeed  fortunati'  to  have  the  opportunity  of  securing  the  services  of  Mr. 
Reed  from  the  Tex, as  Co.  for  the  ensuing  6  months  i)eriod.  We  believe  he  can 
make  an  invaluabh*  contribution  to  the  Division. 

PRODUCT  SC'OPB — CONTAINERS  AND  PACKAGINU 

Paper  and  paperboard  containers: 

Paper  Bags : 

Grocery  and  variety  bags 
Specialty  bags 
Other  bags 
Paper  shipping  sacks 
Paperboard  containers : 

Solid  fiber  and  corrugated  ship¬ 
ping  containers 
Folding  paper  boxes 
Setup  paper  boxes 
Other  paperboard  boxes 
Special  food  board : 

Paper  cups  and  round 
Nested  food  containers 
Paraffin  cartons : 

Pails  and  food  cartons 
Paperboard  milk  contain¬ 
ers 

Liquid  tight  containers 
Fiber  cans  and  tubes  : 

Fiber  drums 
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Plastic  containers : 

Films : 

Cellophane 
Polyethylene 
Acetate 
Pliofilm 
Saran 
Mylar 
Vinyl  films 
Cry-O-Kap 
Casings  for  meat 
Squeeze  bottles 

Molded  and  fabricated  containers 
Textile  containers 
Metal  containers : 

Metal  cans 

Steel  shipping  barrels  and  drums 
Steel  shipping  packages,  kegs  and 
pails 

Fluid  milk  shipping  containers 
Steel  and  aluminum  beer  barrels 
Metal  commercial  closures 
Metal  home  canning  closures 
Crowns  (stamped) 

Collapsible  tubes  (metal) 

Metal  strapping  and  accessories 
Compressed  gas  cylinders 
Reels  and  spools 
Stamped  containers 
Wire  ties  and  bails 
Aerosol  valves 
Metal  ice-cream  cans 
Aluminum  foil 
Glass  containers 
Materials  handling  packaging 
Wooden  containers : 

Nailed  wooden  boxes 
Wire  bound  boxes 
Box  shooks  (fruit,  vegetable,  in¬ 
dustrial  ) 

Fruit  and  vegetable  baskets 
Tight  cooperage 
Slack  cooperage 
Tobacco  hogsheads 
Veneer  baskets  and  hampers 
Milk  bottle  crates 
Plywood  containers 
Related  specialties : 

Pressure  sensitive  tapes 
Cushioning  and  packing  materials 
Adhesives  for  packaging 
Printing  inks  for  packaging 
Gummed  paper  tapes 
Molded  pulp  trays  and  containers 
Cords,  twine,  rope 
Ribbons,  ties,  flocking 
Crocks  and  jars  (ceramic) 

Capsules  and  ampules 
Labels,  seals,  and  tags 
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Office  Memorandum,  United  States  Government 


January  23,  1956. 

To ;  Carlton  Haywood,  Director  of  Personnel. 

From :  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject:  WOC  appointment  for  James  F.  Reid. 

Submitted  herewith  are  certificate  concerning  appointment  without  compensa¬ 
tion  and  a  memorandum  including  concise  and  specific  statement  with  respect 
to  the  circumstances  of  the  appointment  of  Mr.  James  F.  Reid  as  Chief,  Ferro 
Alloys  Branch,  Iron  and  Steel  Division,  on  a  WOC  basis.  Forms  SF-52,  SF-57, 
SF-86,  and  SF-87  for  Mr.  Reid  were  submitted  to  your  office  December  5,  1955. 

The  certificate  and  memorandum  referred  to  above  complete  the  date  neces¬ 
sary  for  the  appointment  action  of  Mr.  Reid  with  the  exception  of  the  letter  of 
agreement  from  the  applicant  that  he  will  within  30  days  from  the  date  of  appoint¬ 
ment  submit  a  financial  statement  to  be  filed  in  the  Federal  Register.  However, 
Mr.  Reid  was  contacted  and  requested  to  accept  appointment  l)efore  the  new 
procedure  stated  in  BDSA  Manual  Interim  Procedure,  dated  December  22,  1955, 
became  effective.  At  that  time  Mr.  Reid  indicated  his  willingness  to  submit 
the  financial  statement  upon  appointment.  It  is,  therefore,  requested  that  you 
proceed  with  the  processes  necessary  to  appoint  Mr.  Reid  immediately. 


March  15, 19.56. 

There  are  no  candidates  available,  from  the  applicant  file,  RPL,  or  among 
employees  currently  on  the  rolls. 

Russell  A.  Johnson. 


Office  Memorandum,  United  States  Government 

January  16,  1956. 

To :  P.  G.  Asher,  Director  of  Administration. 

From  :  Charles  Halcomb,  Deputy  Director,  Iron  and  Steel  Division. 

Subject :  WOC  appointment  of  Mr.  James  F.  Reid  to  iwsition  of  Chief,  Ferro 

Alloys  Branch,  Iron  and  Steel  Division. 

It  is  requested  that  Mr.  James  F.  Reid,  the  Timken  Roller  Bearing  Co.,  Canton, 
Ohio,  producers  of  steel  mill  products  be  appointed  on  a  full-time  basis  as  WOC 
Chief,  Ferro  Alloys  Branch,  Iron  and  Steel  Division.  Mr.  Reid’s  company  has 
agreed  that  he  may  serve  for  6  months.  It  is  therefore  requested  that  he  be 
appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  interim  procedure  for  apiwintment  of 
WOC’s,  the  following  information  is  submitted  : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows ; 

******* 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

******* 

In  order  to  carry  out  these  delegations  and  requests  in  connection  therewith, 
this  Division  must  determine  and  assure  a  continuous  study  of  the  peacetime 
and  wartime  supply  and  demand,  both  domestic  and  international,  of  the  various 
ferro-alloying  elements,  such  as  tungsten,  chrome,  vanadium,  nickel,  etc.,  and  the 
facilities  required  for  their  production  and  the  products  produced  for  use  in 
alloying  steels  (see  attached  product  scope).  The  defense  activities  and  pro¬ 
grams  of  this  Division  which  the  appointee,  as  Chief  of  the  Ferro-Alloys  Branch 
is  responsible  for  are  as  follows : 

The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  study  is  now  being  conducted  by  the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incumbent  to 
appraise  these  military  requirements  in  the  light  of  their  need  of  ferro-alloying 
elements  and  to  develop  feasibility  studies  as  to  industry  capacity  from  "which 
will  be  established  basic  data  mobilization  requirement  sheets  for  the  various 
alloying  elements.  This  requires  a  knowledge  of  the  ability  of  the  producing 
facilities  to  produce  various  ferro-alloying  elements  and  an  understanding  of 
the  interrelationships  of  special  production  practices  in  a  very  complex  industry. 
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It  will  be  the  responsibility  of  the  incumbent  to  confer  frequently  with  the 
Department  of  Defense,  Atomic  Energy  Commission,  and  the  Office  of  Defense 
Mobilization  for  the  development  of  studies  to  determine  the  need  and  the  quan¬ 
tities  recpiired  of  the  various  ferro-ailoying  elements  for  full  mobilization.  It 
will  also  be  the  responsibility  of  the  incumbent  to  make  recommendations  in 
connection  with  the  stockpiling  of  various  items  in  short  supply,  the  rate  of 
acquisition  and  withdrawals,  etc. 

In  the  event  mobilization  requirement  surveys  indicate,  after  evaluation,  that 
the  facilities  as  available  are  not  sufficient  nor  capable  of  producing  the  military 
requirements  in  the  proper  grade  and  type,  expansion  goals  by  product  will  have 
to  be  devised  and  recommended  to  the  Office  of  the  Director  of  this  Division  for 
submission  to  the  Office  of  Defense  Mobilization,  together  with  a  practical 
method  of  achieving  expansion  of  capacity  by  loan,  tax  amortization,  or  otherwise. 

The  incumbent  will  propose  changes  in  present  orders  and  regulations,  plus 
standby  orders  and  regulations  which  he  deems  necessary  in  the  event  of  full 
mobilization. 

Section  .05  (b)  :  The  foregoing  activities  require  a  knowledge  of  the  current 
methods  used  in  the  steel  industry  in  the  production  of  alloy,  stainless,  hi-temp, 
and  heat  resisting  steels.  Such  knowledge  must  include  the  metallurgical  uses 
of  various  alloying  elements,  either  singly  or  in  combination.  It  requires  a 
current  knowledge  of  what  producing  facilities  can  produce  varying  ferro-ailoy¬ 
ing  elements  and  an  understanding  of  the  relationship  of  productiton  practices 
and  processes  of  the  iron  and  steel  industry  not  ordinarily  to  be  found  in  a  full¬ 
time  salaried  employee.  Due  to  the  continued  advances  in  technological  develop¬ 
ment  throughout  the  iron  and  steel  industry,  the  position  as  Chief  of  the  Ferro- 
Alloys  Branch  requires  the  services  of  a  man  who  has  been  active  in  industry 
while  these  technological  changes  have  been  developed  and  put  into  practice. 
It  is  the  responsibility  of  the  Iron  and  Steel  Division  to  visualize  the  industry  as 
a  whole  and  to  assure  adequate  supply  requirements,  both  for  current  defense 
needs  and  in  the  event  of  full  mobilization.  Essential  studies  and  surveys  to 
ascertain  the  facts  are  of  such  magnitude  they  must  necessarily  be  of  a  joint 
Government-industry  interest.  This  Division  therefore  must,  with  the  full  cooi)- 
eration  of  industry,  assure  essential  facilities  and  production  of  a  balanced  na¬ 
ture.  To  participate  in  the  organization  and  activiation  of  such  surveys  and 
studies,  the  position  of  Chief  of  the  Ferro-Alloys  Branch  i-equires  a  per.son  of 
widely  diversified  experience  in  the  production,  distribution,  and  uses  of  the 
products  supervised  by  that  Branch,  which  can  only  be  gained  over  a  long  period 
of  time  and  in  the  recent  operations  of  this  industry.  It  has  accordingly  been 
concluded  that  the  duties  of  the  position  require  outstanding  experience  and 
abilit.v  such  as  could  be  gained  only  by  a  lengthy  and  recent  experience  in  the 
industry. 

Section  .05  (c)  :  To  this  end,  we  have  been  fortunate  in  locating  a  WOC, 
Mr.  James  F.  Reid,  who  not  only  qualifies  admirably  with  his  background  and 
industry  exi>erience,  but  can  furnish  for  this  task  the  requisite  guidance  and 
results  over  the  6-nionth  period,  graciously  accorded  by  his  firm,  the  Steel  and 
Tube  Division  of  tlie  Timken  Roller  Bearing  Co.,  a  leader  in  the  field  in  the 
production  of  alloy  and  stainless  steels,  which  requires  a  thorough  knowledge  of 
the  various  ferro-ailoying  elements.  Mr.  Reid  joined  the  steel  and  tube  division 
of  Timken  in  January  of  1919  and  worked  up  through  various  departments  to  the 
position  which  he  now  holds.  As  production  manager,  Mr.  Reid  was  responsi¬ 
ble  for  scheduling  of  all  the  roller  liearing  manufacture  operations  and  electric 
furnace  steel  melting  i>roduction,  both  for  bearing  .steels  and  alloy  and  stainless 
steels,  such  as  those  manufactured  by  the  Steel  and  Tul)e  Division  for  distribution 
and  sale  to  consumers.  As  production  manager,  it  was  es.sential  that  he  have  a 
thorough  knowledge  of  all  the  ferro-ailoying  elements,  including  their  uses  in 
steel-melting  operations,  their  various  effects  on  tlie  physical  qualities  of  the  steel 
and  the  source  of  supply  from  which  they  are  available.  iMr.  Reid  was  on  loan 
to  the  War  Production  Board  from  1942  to  1914  where  he  worked  in  the  Ferro- 
Alloys  Branch  and  in  the  Alloy  Steel  Bi-anch.  where  his  intimate  knowledge  of 
metallurgy  proved  extremely  valuable  to  the  Steel  Division.  During  the  opera¬ 
tions  of  the  National  Production  Authority,  Mr.  Reid  was  called  in  frequently 
for  consultation  in  connection  with  certain  metallurgical  problems,  so  he  al¬ 
ready  has  a  fair  understanding  of  the  problems  facing  the  Ferro-Alloys  Branch  in 
connection  with  its  development  of  requirements,  etc.,  for  full  mobilization.  Dur¬ 
ing  his  services  with  Timken,  with  the  War  Production  Board,  and  the  National 
Production  Authority,  it  has  been  necessary  for  him  to  work  closely  with  other 
steel  producers  and  with  a  great  many  steel  consuming  industries  which  has 
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{xiven  liim  a  current  knowledfie  of  the  metallurgical  changes  which  have  taken 
place  in  steel  production  during  the  last  8  to  10  years.  He  is  extremely  well 
thought  of  by  men  in  similar  positions  in  the  iron  and  steel  industry,  which  will 
be  of  great  value  in  securing  cooperation  between  Government  and  the  iron  and 
steel  industry. 


IRON  AND  STEEL  PRODUCTS  ;  WROUGHT  AND  CAST 

(Either  Carbon,  Alloy,  or  Stainless) 

Ingots  and  semifinished  (blooms,  billets,  slabs,  tube  rounds,  sheet  bar) 

Structural  .shapes  and  piling 
Plates,  sheared,  universal  and  strip 

Rails  and  track  accessories  (joint  bars,  tie  plate,  track  spikes) 

Forged  and  rolled  wheels  and  axles 

Bars :  Hot  rolled,  cold  fini.shed,  and  i-einforcing 

Tool  steel 

Pipe  and  tubing 

Wire  rods,  drawn  wire,  wire  products,  such  as  nails,  bale  ties,  woven-wii’e  fence, 
barbed  and  twisted 

Tin-mill  products  (black  plate,  tin  and  terneplate,  hot  dipped  tinplate,  electro¬ 
lytic  plate) 

Sheet  and  strip ;  Hot  rolled,  cold  rolled,  galvanized,  enameling,  and  electrical 

Forgings :  All  t.vpes 

Ferrous  castings  :  All  types 

Pig  iron 

Refractories 

Ferro  alloys  and  alloying  elements  such  as  nickel,  chrome,  tungsten,  manganese, 
etc. 

Ferrous  scrap 


Memorandum 


January  0,  19.56. 


To ;  Carlton  Hayward,  Director  of  Personnel. 

From:  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject :  WOC  appointment  action  for  William  L.  Sandston. 

Submitted  herewith  are  certificates  concerning  appointment  without  compen¬ 
sation,  a  memorandum  including  concise  and  specific  statements  with  respect  to 
the  circumstances  of  the  appointment  and  Form  WOC-2  for  the  appointment  of 
Mr.  William  L.  Sandston  as  Chief,  Business  Research  and  Analysis  Branch,  Iron 
and  Steel  Division,  on  a  WOC  l)asis.  Forms  SF-52,  SF-oT,  SF-86  and  SF-87  for 
Mr.  Sandston  were  submitted  to  your  office  Octol)er  27, 1955. 

The  certificate,  memorandum  and  WOC-2  referred  to  above  complete  the  data 
to  support  the  SF-52  as  set  forth  in  the  BDSA  Manual  Interim  Procedure  on 
WOC  Appointments.  It  is,  therefore,  requested  that  you  proceed  with  securing 
the  Secretary’s  approval  of  this  action  so  that  Mr.  Sandston  may  be  swoi-n  in  as 
soon  as  possible. 

January  27,  1956. 

There  are  no  candidates  available  from  the  applicant  file,  RPL,  or  among  em¬ 
ployees  currently  on  the  rolls. 

Russell  A.  Johnson. 


Office  Memoranduvi,  United  States  Government 

January  6,  1956. 

To:  P.  G.  Asher,  Director  of  Administration. 

Prom:  Charles  Halcomb,  Deinity  Director,  Iron  and  Steel  Division. 

Subject :  WOC  appointment  of  Mr.  William  LaRoss  Sandston  to  position  of 
Chief,  Business  Research  and  Analysis  Branch,  Iron  and  Steel  Division. 

It  is  requested  that  Mr.  William  LaRo.ss  Sandston,  Armco  Steel  Corp.,  703 
Curtis  Street,  Middletown,  Ohio,  producers  of  steel-mill  products  and  processors 
of  steel-mill  products,  be  appointed  on  a  full-time  basis  as  WOC  Chief,  Business 
Research  and  Analysis  Branch,  Iron  and  Steel  Division.  Mr.  Sandston’s  com¬ 
pany  has  agreed  that  he  may  serve  for  6  months.  It  is  therefore  requested  that 
he  he  appointed  for  a  6-inonth  period. 
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In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 

■  woe’s,  the  following  information  is  submitted  : 

Section  .05  (a)  :  Tlie  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows : 

In  order  to  carry  out  these  delegations  and  requests  in  connection  therewith, 
this  Division  must  determine  and  assure  a  continuous  study  of  the  peacetime 
and  wartime  supply  and  demand,  both  domestic  and  international  of  iron  and 
steel  products  and  foundry  products,  and  the  facilities  required  for  their  produc¬ 
tion  ;  products  produced,  both  in  a  semifinished  state  for  further  fabrication  and 
semifabricated  products  for  consumption  (see  attached  product  scope).  The 
defense  activities  and  programs  of  this  Division  which  the  appointee,  as  Chief 
of  the  Business  Research  and  Analysis  Branch,  is  responsible  for  are  as  follows : 

The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  study  is  now  being  conducted  by  the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  It  will  he  the  responsibility  of  the  incumbent  to 
appraise  these  military  requirements  and  to  develop  feasibility  studies  as  to 
industry  capacity,  from  which  will  be  established  a  basic  data  mobilization 
requirement  .sheet.  This  requires  a  knowledge  of  the  interchangeability  of 
producing  facilities  to  make  the  various  iiroducts  and  an  understanding  of  the 
interrelationships  of  production  practices  in  a  very  complex  industry. 

It  will  be  the  re.sponsibility  of  the  incumbent  to  confer  with  product  specialists 
in  the  Iron  and  Steel  Division  for  the  development  of  studies  on  the  capacities 
of  the  individual  iron  atul  steel  products,  such  as  hot  rolled  bars,  shell  steel 
billets,  forgings,  plates,  structural  shapes,  sheet  and  strip,  etc.  Such  a  study 
is  now  underway  in  connection  with  the  ability  of  the  steel  industry  to  meet  the 
Department  of  Defense  requirements  for  shells  to  be  produced  by  the  hot  cup 
cold  extrusion  process,  which  requires  knowledge  of  special  chemistry,  special 
fini.shing,  etc. 

In  the  event  mobilization  requirement  surveys  indicate,  after  evaluation,  that 
the  facilities  as  available  are  not  sufficient  or  capable  of  producing  military 
requirements  in  the  proper  sizes,  grade,  and  type,  expansion  goals  by  product  will 
have  to  be  devised  and  recommended  to  the  Office  of  the  Director  of  this  Division 
for  submission  to  ODIM,  together  with  a  practical  method  of  achieving  expansion 
of  capacity  by  loan,  tax  amortization,  or  otherwise. 

The  incumbent  must  assist  other  Branches  of  the  Iron  and  Steel  Division  in 

■  coordinating  the  individual  .studies  from  a  feasibility  point  of  view. 

The  incumbent,  through  the  staff  of  the  Business  Research  and  Analysis 
Branch,  will  coordinate  and  develop  changes  in  present  orders  and  regulations 
plus  standby  orders  and  regulations  which  will  be  necessary  in  the  event  of  full 
mobilization.  The  incumbent  is  responsible,  through  his  staff,  for  the  collection 
of  statistics  on  exports  and  imports  of  all  iron  and  steel  products,  ferroalloys, 
and  ferrous  scrap.  The  incumbent  will  supervise  the  ]iroviding  of  business 
services  to  industry  and  the  public,  including  publications.  He  will  participate 
in  intergovernmental  conferences,  in  mobilization  and  international  trade  prob¬ 
lems,  and  be  in  a  position  to  advise  the  Director  on  what  actions  should  be  taken 
with  respect  to  specific  industrial  resource  studies,  affiliated  with  and  essential 
to  the  i)roduction  of  iron  and  steel  products. 

The  incumbent  will  study  and  evaluate  the  present  Defense  Materials  system 
and  M-IA  Order  as  they  affect  nnlitary  set-asides  for  production,  wdth  a  view 
of  overhauling  and  revising  these  regulations  where  changed  conditions  make 
such  action  appropriate. 

Section  .05  (b)  :  The  foregoing  activities  require  a  knowledge  of  current 
methods  used  in  the  steel  industry  for  recording  and  reporting  statistical  data 
and  development  of  commercial  research.  It  also  requires  a  current  knowledge 
of  the  interchangeability  of  producing  facilities  and  an  understanding  of  the  rela¬ 
tionship  of  production  practices  and  processes  of  the  iron  and  steel  industry  not 
ordinarily  to  be  found  in  a  full-time  salaried  employee.  It  is  the  responsibility  of 
the  Iron  and  Steel  Division  to  visualize  the  industry  as  a  whole  and  to  assure 
adequate  supply  requirements,  both  for  current  defense  needs  and  in  the  event 
.  of  full  mobilization.  Essential  studies  and  surveys  to  ascertain  the  facts  are  of 
such  magnitude  they  must  necessarily  be  of  a  joint  Government-industry  inter¬ 
est.  This  Division,  therefore,  must  with  the  full  cooperation  of  industr.v,  assure 
essential  facilities  and  production  of  a  balanced  nature.  To  participate  in  the 
organization  and  activation  of  such  surveys  and  studies,  the  position  of  the 
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Chief  of  the  Business  Research  and  Analysis  Branch  requires  a  person  of  diversi¬ 
fied  experience  in  market  research  and  economic  analysis,  which  could  only  b» 
gained  over  a  long  period  of  time,  and  in  the  recent  operations  of  this  industry. 
It  has  accordingly  been  concluded  that  the  duties  of  position  require  outstanding 
experience  and  ability  such  as  could  be  gained  only  by  a  lengthy  and  recent 
experience  in  the  industry. 

Section  .05  (c)  :  To  this  end,  we  have  been  fortunate  in  locating  a  WOC,  Mr. 
William  Sandston,  who  not  only  qualifies  admirably  with  his  background  and 
industry  experience,  but  can  furnish  for  this  task  the  requisite  guidance  and 
results  over  the  6-month  period,  graciously  accorded  by  his  firm,  Armco  Steel 
Corp.,  a  leader  in  the  field  of  the  production  of  steel  mill  products.  Mr.  Sandston 
joined  the  Air  Force  in  1942  and  became  the  Signal  and  Cryptographic  Security 
Officer  for  the  9th  United  States  Air  Force,  with  the  duty  to  establish  and 
maintain  security  of  the  communications  system.  He  was  separated  in  194(> 
with  the  rank  of  major.  After  his  release  from  service,  Mr.  Sandston  joined 
the  Armco  Steel  Corp.  in  the  field  of  commercial  research  and  economic  analysis, 
where  he  has  been  employed  for  the  past  10  years.  He  proved  his  ability  to 
such  an  extent  that  he  is  presently  second  in  command  of  Armco  Steel  Cori».'s 
commercial  research  department.  During  such  service  it  has  been  necessary 
for  him  to  work  closely  with  other  steel  producers  and  with  a  great  many 
steel-consuming  industries  which  has  given  him  a  current  knowledge  of  the 
commercial  research  practices  of  the  industry  and  a  thorough  knowledge  of  pro¬ 
duction  practices  and  processes.  He  is  extremely  well  thought  of  by  men  in 
similar  positions  in  the  iron  and  steel  industry,  which  wili  be  of  great  value 
in  securing  cooperation  between  Government  and  the  iron  and  steel  industry. 

IRON  AND  STEEI.  PRODUCTS,  WROUGHT  AND  OAST 

(List  of  products  deleted.) 


Office  Memorandum,  United  States  Government 

January  9,  1956. 


To :  Mr.  Carlton  Hayward,  Director  of  Personnel. 

From :  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject:  Mr.  Charles  M.  Stuart. 

Submitted  herewith  is  a  memorandum  including  concise  and  specific  statements 
with  respect  to  the  circumstances  of  the  appointment  of  Mr.  Charles  M.  Stuart 
as  Director,  General  Industrial  Equipment  Division,  on  a  WOC  basis. 

Mr.  Stuart  was  appointed  to  this  position  October  27,  1955.  This  memorandum 
completes  the  data  to  support  the  appointment  as  set  forth  in  the  BDSA  Manual 
Interim  Procedure  on  the  subject  of  WOC  appointments  pursuant  to  the  Defense 
Production  Act,  dated  December  22,  1955. 


Office  Memorandum,  United  States  Gotornment 

January  5,  1956. 

To :  Mr.  P.  G.  Asher,  Director  of  Administration,  BDSA. 

From :  Harry  S.  Mills,  Deputy  Director,  GIED. 

Subject :  WOO  appointment  of  Mr.  Charles  M.  Stuart  to  position  of  Division 
Director. 

Mr.  Charles  M.  Stuart,  who  is  now  and  has,  for  many  years,  been  employed 
by  the  Carrier  Corp.,  Syracuse,  N.  Y.,  manufacturers  of  refrigeration  and  air- 
conditioning  equipment,  was  appointed, on  a  full-time  basis  as  a  WOC  Director 
of  this  Division  on  November  1,  1955.  Mr.  Stuart’s  company  had  agreed  that 
he  might  serve  in  this  capacity  for  6  months.  It  is,  therefore,  requested  that 
this  appointment  be  approved  for  the  period  up  to  May  1, 1956. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
woe’s  the  following  information  is  submitted : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows: 
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Pursuant  to  these  authorities,  the  BDSA  i)erforms  the  following  defense  and 
mobilization  activities : 

»*'•*•♦* 

This  Division  is  responsilde  for  carrying  out  the  above  functions  and  activi¬ 
ties  as  they  relate  to  the  many  general  industrial  equipment  industries  assigned 
to  it. 

During  the  tenure  of  Mr.  Stuart  as  Director,  the  Division  will  be  engaged,  and 
Mr.  Stuart  will  participate,  in  the  following  activities  and  program: 

One  of  the  most  difficult  areas  within  the  jurisdiction  of  this  Division,  with 
particular  reference  to  mobilization  preparedness  and  defense-supporting  con¬ 
siderations,  is  that  of  industrial  and  commercial  air  conditioning  and  refrigera¬ 
tion.  While  air  conditioning  and  refrigeration  are  by  no  means  new,  there  has 
been  tremendous  expansion  in  these  industries  due  to  new  processes  and  tech¬ 
nologies  in  production  in  many  areas  and  the  continuing  and  rapid  development 
of  refrigeration  in  the  processing,  distribution  and  preservation  of  food.  Al¬ 
though  much  is  known  about  this  industry,  from  a  mobilization  preparedness 
standpoint,  little  has  been  done  by  this  Division  in  carrying  out  that  phase  of  our 
responsibility. 

In  connection  with  this  particular  type  of  equipment,  we  must  conduct  studies 
of  the  essential  requirements  to  meet  minimum  military  and  civilian  needs  for 
the  protection  of  the  Nation’s  health  and  welfare,  and  must  study  production 
capacity  of  the  industry,  locations  of  the  manufacturers,  and  related  factors  to 
assure  that  the  minimum  requirements  will  be  met  in  the  event  of  a  national 
emergency ;  and  take  necessary  steps  to  assure  continuity  of  production  in  the 
event  of  enemy  attack. 

We  have  been  unable  to  acquire  salaried  personnel  who  are  qualified  by  edu¬ 
cation  and  adequate  current  industrial  experience  to  organize  and  carry  out 
such  a  study.  Within  our  existing  organization,  we  have  accumulated  a  great 
deal  of  information  relative  to  this  particular  industry,  but  this  problem  can 
only  be  effectively  studied  and  analyzed  by  a  person  currently  having  a  high 
enough  position  within  the  industry  to  observe  and  be  aware  of  the  many  in¬ 
terrelated  factors  concerning  the  product  and  uses  of  the  equipment.  It  has 
therefore  been  concluded  that  the  duties  of  this  position  require  outstanding 
experience  and  ability  which  could  be  acquired  only  through  current  experience 
at  a  high  level  within  the  industry. 

We  have  indeed  been  fortunate  in  locating  a  WOO,  Mr.  Stuart,  who  not 
only  qualifies  admirably  with  his  background  and  industry  experience,  but  can 
furnish  for  this  task  the  necessary  knowledge  and  guidance  to  arrive  at  the  best 
conclusions  and  recommendations.  We  are  appreciative  of  the  fact  that  the 
Carrier  Corp.,  a  leader  in  the  field  of  air  conditioning  and  refrigeration,  has 
made  Mr.  Stuart  available  to  us  in  carrying  out  this  important  work. 

Mr.  Stuart  is  an  engineer,  and  currently  holds  the  position  of  assistant  to 
the  executive  vice  president  of  the  Carrier  Corp.  He  has  been  with  the  Carrier 
Corp.  for  about  18  years.  In  his  present  capacity  with  the  company,  he  is  in 
constant  touch  with  all  of  the  divisions  of  the  corporation  and  their  many  and 
varied  problems.  He  therefore  has  as  broad  a  prospective  of  the  industry  as 
could  be  obtained. 


Mp:mokandum 

To :  Director  of  Personnel.  April  11,  1956. 

From :  Administrator,  BDSA. 

Subject :  Notice  of  vacanc.v  in  advisory  or  consultative  position. 

The  services  of  a  qualified  person  are  required  for  the  following  ijosition  in 
BDSA:  Consultant  (commercial  and  industrial  air  conditioning  and  refrigera¬ 
tion),  General  Industrial  Equipment  Division. 

We  have  no  candidate  to  propose  for  appointment  on  a  full-time,  salaried  basis. 
It  is  requested  that  you  attempt  to  obtain  from  sources  of  recruitment  available 
to  your  office  a  full-time,  salaried  applicant  qualified  for  this  position.  In  the 
event  recruitment  sources  reveal  no  qualified  persons  available  to  serve  in  this 
position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and  return 
this  memorandum  indicating  this  fact  in  order  that  action  may  be  instituted 
to  obtain  the  services  of  a  qualified  person  on  a  WOC  basis. 

[Penciled  note:]  Charles  M.  Stuart,  recommended. 

Notification  that  no  qualified  salaried  employee  is  known  to  be  available. 
The  recruitment  sources  of  this  Office  reveal  no  qualified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has  been 
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determined  by  review  of  tlie  applicant  file,  RFL,  and  employees  currently  on 
BDSA  rolls. 

Carlton  Hayward,  Director  of  Persomwl. 

April  12, 1956. 

1.  There  are  no  qualified  employees  in  BUSA  available  for  this  position. 
F.  Seymour,  April  12,  1956. 

2.  No  candidate.?.  N.  II.  April  12,  1956. 

3.  No  qualified  candidates  on  RPL  or  applicant  files.  M.  A.  April  12,  1956. 


Offick  Memor.vndilm,  United  States  Government 

Decemrer  22,  1955. 

To  :  IMr.  P.  G.  Asher,  Director  of  Administration. 

From :  Nathan  D.  Golden,  director,  Scientific,  Motion  Picture,  and  Pliotographie 
Products  Division. 

Sulj''ct:  WO(’  appointment  of  Jlr.  Cortlandt  Van  Rensselaer  to  iiosition  of 
Deputy  Director. 

January  4,  1956. 

There  are  no  candidates  available  from  the  applicant  file,  RFL,  or  among 
employees  currently  on  the  rolls. 

Russell  A.  Johnson. 

It  is  reipiested  that  Mr.  Cortlandt  Van  Rensselaer,  now  employed  by  Hewlett- 
Packard  Co.,  Palo  Alto,  Calif.,  manufacturers  of  electronic  laboratory  and  test 
equipment,  he  appointed  on  a  full-time  basis  as  a  WOC  Deputy  Director  in  this 
Division.  Mr.  Van  Rensselaer’s  company  has  agreed  that  he  may  serve  for  6 
months.  It  is  therefore  requested  that  he  he  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
\VD('’s,  the  following  information  is  suluiiitted  : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the  De¬ 
partment,  as  follows : 

♦  4c 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities: 

*  *  4>  *  4c  4c  « 

This  Division  is  responsible  for  carrying  out  the  above  functions  as  they  relate 
to  the  scientific,  motion-picture,  and  photographic  products  Industries. 

Specifically,  during  the  period  of  tenure  of  Mr.  Van  Rens.selaer  as  Deputy 
Director,  the  Division  will  be  engaged  and  Mr.  Van  Rensselaer  will  participate 
in  the  following  activities  and  programs :  One  of  the  most  difficult  operational 
fields  within  the  jurisdiction  of  the  Scientific,  Motion  Picture  and  Photographic 
Products  Division,  with  particular  reference  to  mobilization  preparedness  and 
defense  supporting  considerations  is  that  pertaining  to  electrical  test  equipment, 
notably  that  phase  of  instrumentation  employing  electronic  principles.  (See 
attached  product  scope.)  At  the  outset,  it  is  a  relatively  new  industry  and  the 
potential  applications  encompass  test  requirements  of  every  branch  of  military, 
industrial,  and  welfare  projects.  From  technological  and  application  stand¬ 
points  obviously  much  is  known  in  the  field,  but  from  a  mobilization  prepared¬ 
ness  standpoint  little  has  been  done  by  this  Division  in  furtherance  of  our 
obligation  thereto. 

Nonetheless,  it  is  our  responsibility  not  only  to  visualize  this  industry  as  an 
entity  but  likewise  in  terms  of  its  basic  instrument  classes.  Thereafter,  we  must 
determine  output,  capacity,  locations,  and  related  factors  to  assure  adequacy  of 
the  overall  requirements  as  well  as  continuity  of  production  in  an  emergency. 

We  have  never  been  able  to  acquire  salaried  prospects  who  were  qualified  by 
education  or  industrial  experience  to  organize  and  activate  such  a  survey. 
Within  our  existing  staff  we  have  given  spotty  consideration  to  problems  of 
acquisition  of  specific  items,  but  our  efforts  should  be  more  efficiently  focused 
through  the  medium  of  a  diagrammatic  perspective  of  the  overall  problem,  which’ 
only  a  qualified  WOC  from  industry  can  perform. 

Only  within  the  week,  it  has  been  indicated  that  despite  the  hundreds  of  firms 
engaged  in  such  production,  10  strategically  dropped  atom  bombs  could  virtually 
eliminate  the  industry  and  jeopardize  our  defense  and  welfare. 
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If  we  !ire  to  assure  adeiiuate  requirements,  we  must  embark  on  a  iirogram 
designed  to  obviate  suc-h  a  contingency  as  well  as  to  promote  the  expansion  of 
this  vital  essential. 

Section  .05  (b)  :  The  foregoing  activities  require  a  current  knowledge  of  in¬ 
dustrial  systems  and  methods  not  ordinarily  to  be  found  in  full-time  salaried 
Government  employees.  It  has  accordingly  been  concluded  that  the  duties  of 
the  position  require  outstanding  experience  and  ability  such  as  could  be  gained 
ordinarily  only  l)y  recent  experience  in  the  industry. 

Section  .05  (c)  :  To  this  end  we  have  been  fortunate  in  locating  a  WOO,  Mr. 
Van  Rensselaer,  who  not  only  qualifies  admirably  with  his  background  and 
industry  experience,  but  can  furnish  for  this  task  the  requisite  guidance  and 
results  over  the  (i-nionth  period  graciously  accorded  by  his  firm — a  leader  in  this 
field  of  electronic  laboratory  and  test  equipment. 

Mr.  Van  Rensselaer  is  a  production  engineer  and,  until  his  present  assignment 
as  assistant  sales  manager,  had  complete  responsibility  for  production  planning 
and  control  of  manufacturing  operation  for  his  company.  He  correlated  pro¬ 
duction  control,  inventory  requirements  with  production  needs.  Developed 
production  control,  inventory  control,  and  production  engineering  systems  and 
procedures.  Prepared  data  and  forms  necessary  for  his  company  during  Korea 
in  connection  with  controlled  materials  plan.  He  served  during  World  War  II 
as  electronic  engineering  officer  in  the  Navy  and  was  responsible  for  design  and 
production  of  special  electronic  equipment,  radio  teletype  receiving  transponders, 
frequency  measuring  apparatus  and  mobile  communications  equipment. 

PRODUCT  SCOPE  OF  FXECTUONIC  INSTRUMENTATION  PROJECT 

(List  of  products  deleted.) 


Office  Memorandum,  United  St.\tes  Government 

February  C,  1956. 

To ;  Carlton  Hayward,  Director  of  Personnel. 

From :  Chas.  F.  Honeywell,  Administrator,  IlDSA. 

Subject :  WOC  appointment  for  Roger  F.  Waindle. 

Submitted  herewith  are  certificate  concerning  appointment  without  compen¬ 
sation  and  a  memorandum  including  concise  and  specific  statements  with  respect 
to  the  circumstances  of  the  appointment  of  ilr.  Roger  F.  Waindle  as  Chief, 
Castings  Branch,  Iron  and  Steel  Division,  on  a  AVOC  basis.  Forms  SF-.52,  SF-57, 
CD-79,  SF-86  and  SF-87  for  Mr.  AV^aindle  were  submitted  to  your  office  October 
19,  1955. 

The  certificate  and  memorandum  referred  to  above  complete  the  data  neces¬ 
sary  for  the  appointment  action  of  Mr.  Waindle  with  the  exception  of  the  let¬ 
ter  of  agreement  from  the  applicant  that  he  will  within  30  days  from  the  date 
of  appointment  submit  a  financial  statement  to  be  filed  in  the  Federal  Register. 
However,  Mr.  AVaindle  was  contacted  and  requested  to  accept  appointment  be¬ 
fore  the  new  procedure  stated  in  BDSA  Manual  Interim  Procedure,  dated  De¬ 
cember  22,  1955,  became  effective.  At  that  time,  Mr.  Waindle  indicated  his  will¬ 
ingness  to  submit  the  financial  statement  upon  appointment.  It  is,  therefore, 
requested  that  you  proceed  with  the  processes  necessary  to  appoint  Mr.  AVaindle 
immediately. 


February  8,  1956. 


There  are  no  qualified  candidates  available  from  the  applicant  file,  RPL, 
or  among  employees  currently  on  the  rolls. 


Russell  A.  Johnson. 


Office  Memorjvndum,  United  St.vtes  Government 

February  3,  1956. 

To :  P.  G.  Asher,  Director  of  Administration. 

Prom :  Charles  Halcomb,  Deputy  Director,  Iron  and  Steel  Division. 

Subject;  WOC  appointment  of  Mr.  Roger  F.  M'aindle  to  position  of  Chief,  Cast¬ 
ings  Branch,  Iron  and  Steel  Division. 

It  is  requested  that  Roger  F.  Waindle  of  the  M"ai-Met  Engineering  Co.,  Waban, 
Mass.,  a  consulting  agency  for  ferrous  foundries,  be  appointed  on  a  full-time 
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basis  as  WOO  Chief  of  the  Castiugs  Branch,  Irou  and  Steei  Uivisiou.  Mr. 
Waindie’s  company  has  agreed  that  he  may  serve  for  a  6-month  period.  It  is 
therefore  requested  that  he  be  appointed  for  a  6-month  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment 
of  WOO’S,  the  foiiowing  information  is  submitted : 

Section  .05  (a)  ;  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the  De¬ 
partment  as  follows : 

*♦**♦•♦ 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

♦  *♦»»•* 

In  order  to  carry  out  these  delegations  and  requests  in  connection  therewith, 
this  Division  must  determine  and  assure  a  continuous  study  of  the  peacetime 
and  wartime  supply  and  demand  for  ferrous  foundry  products,  and  the  facilities 
required  for  their  production.  The  defense  activities  and  programs  of  this 
Division  which  the  appointee,  as  Chief  of  the  Castings  Branch  is  responsible, 
are  as  follows : 

The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  study  is  now  being  conducted  by  the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incumbent  to 
appraise  those  military  reqnirements  as  they  affect  the  products  under  his  super¬ 
vision  and  to  develop  feasibility  studies  as  to  industry  capacity,  from  which  will 
be  estal)lished  a  basic  data  mobilization  requirements  sheet.  This  requires  a 
knowledge  of  the  interchangeability  of  producing  facilities  to  make  various 
products  and  an  understanding  of  the  interrelationships  of  production  practices 
in  a  very  complex  industry.  It  will  be  the  responsibility  of  the  incumbent  to 
constantly  review  the  data  maintained  at  the  relocation  center  and  to  keep  it 
current  with  announced  increases  in  ingot  production  or  processing  facilities 
whicli  are  re))orted  from  time  to  time  by  the  American  Iron  and  Steel  Institute. 

In  the  event  mobilization  requirement  surveys  indicate  after  evaluation  that 
the  facilities  as  available  are  not  sufficient  nor  capable  of  producing  military 
requirements  in  the  proper  size,  grade,  and  type,  expansion  goals  by  product 
will  have  to  be  devised  and  recommended  to  the  Office  of  the  Dirwtor  of  this 
Division  for  submission  to  the  Office  of  Defense  Mobilization  together  with  a 
practical  method  of  achieving  expansion  of  capacity  by  loan,  tax  amortization, 
or  otherwise.  If  the  industry  under  his  supervision  expands  its  production  in 
any  of  the  fields  supervised  by  the  incuml)ent,  it  will  be  his  responsibility  to 
reevaluate  and  liring  up  to  date  the  various  studies  that  his  Branch  has  prepared 
in  the  past  for  submission  to  the  Industry  Evaluation  Board.  He  is  also  respon¬ 
sible  for  keeping  up  to  date  the  data  which  the  Division  has  sent  to  the  Reloca¬ 
tion  Center  for  use  in  an  all-out  emergency.  The  Castings  Branch  has  not  yet 
■completed  a  study  of  the  defense  requirements  for  heavy  steel  castings  and  it  will 
be  the  responsibility  of  the  incumbent  to  press  the  study  through  to  completion. 

Section  .05  (b)  :  The  foregoing  activities  require  a  knowledge  of  the  current 
methods  used  in  the  ferrous  foundry  industry  for  the  production  of  various 
types  and  grades  of  castings.  It  also  rerpiires  a  current  knowledge  of  the  inter¬ 
changeability  of  producing  facilities  and  an  understanding  of  the  relationship  of 
production  practices  and  processes  in  the  ferrous  foundry  industry,  not  ordinar¬ 
ily  to  be  found  in  a  full-time  salaried  employee.  It  is  the  responsibility  of  the 
Iron  and  Steel  Division  to  visualize  the  foundry  industry  as  a  whole  and  to  as¬ 
sure  adequate  supply  requirements  both  for  current  defense  needs  and  in  the 
■event  of  full  mobilization.  Essential  studies  and  sui’veys  to  ascertain  the  facts 
are  of  such  magnitude  they  must  necessarily  be  of  a  joint  Government-industry 
interest.  This  Division  therefore  must  attain  full  cooperation  of  industry  to 
assure  essential  facilities  and  production  of  a  balanced  nature.  To  participate 
in  the  organization  and  activation  of  such  surveys  and  studies,  the  liosition  of 
Chief  of  the  Castings  Branch  requires  a  person  of  diversified  experience  in  the 
production  and  distribution  of  one  or  more  of  the  products  supervised  by  that 
Branch,  which  could  only  be  gained  over  a  long  period  of  time  and  in  the 
recent  operations  of  that  industry,  where  many  technological  problems  are  aris¬ 
ing  frequently.  It  has  accordingly  been  concluded  that  the  duties  of  the  position 
require  outstanding  experience  and  ability  which  could  be  gained  only  by  a 
lengthy  and  recent  experience  in  the  industry. 
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Section  .05  (c)  :  To  tliis  end,  we  have  been  fortunate  in  locatinj;  a  WOC, 
Mr.  Roger  F.  Waindie,  who  not  only  (inalifies  admirably  with  his  background 
and  industry  experience,  hut  can  furnish  for  this  task  the  requisite  guidance 
and  results  over  the  C-month  period  graciously  accorded  by  his  firm,  the  Wai- 
Met  Engineering  Co.,  a  leader  in  the  field  of  ferrous  foundry  consultants.  Jlr. 
Waindie  has  been  connected  with  the  ferrous  foundry  industry  since  July  19.34. 
Up  until  September  of  19.53,  Mr.  Waindie  liad  occupied  positions  of  chief,  engi¬ 
neering  and  sales  manager,  general  manager,  vice  president  and  general  manager 
of  various  foundries.  Prom  March  1942  to  November  1944,  he  was  connected 
with  the  Chicago  Ordnance  Oistrict  of  the  Army  Services  Force  as  Chief  of 
Ih’oduction,  Tank  Automotive  Division,  where  he  handled  armored  tanks,  auto¬ 
motive  and  related  equipment  and  accessories ;  and  service  metallurgy  for  all  the 
district  offices.  Ills  experience  has  gained  him  intimate  knowledge  of  the  uses 
of  various  allo.ying  elements  required  in  the  manufacture  of  ferrous  castings. 
With  the  present  tight  situation  of  nickel  in  the  overall  market,  it  is  frequently 
necessary  for  foundry  producers  to  suggest  lower  nickel  contents  in  some  types 
of  their  casting  than  customers  used  previously  when  nickel  supply  was  more 
plentiful.  Mr.  Waindle’s  experience  is  ideal  for  such  consultation  and  advice  as 
Chief  of  the  Branch. 

IRON  AND  STEEL  PRODUCTS— WROUGHT  AND  CAST 

(Either  Carbon,  Alloy,  or  Stainless) 

Ingots  and  semifinished  (blooms,  billets,  slabs,  tube  rounds,  sheet  bar) 

Structural  shapes  and  piling 

Plates,  slieared,  universal  and  strip 

Rails  and  track  ac<‘essories  (joint  bars,  tieplate,  track  spikes) 

P’orged  and  rolled  wheels  and  axles 

Bars — hot  rolled,  cold  finished  and  reinforcing 

Tool  steel 

Pil>e  and  tubing 

Wii-e  rods,  drawn  wire,  wire  products,  such  as  nails,  l)ale  ties,  woven  wire  fence, 
barbed  and  twisted 

Tin  mill  products  (black  plate,  tin  and  turne  plate,  liot  dipiied  tinplate,  electro¬ 
lytic  plate) 

Sheet  and  strip — hot  rolled,  cold  rolled,  galvanized,  enameling,  and  electrical 

Forgings — all  tyiies 

Ferrous  castings — all  types 

Pig  iron 

Refractories 

Ferro  alloys  and  alloying  elements  such  as  nickel,  chrome,  tungsten,  manganese, 
etc. 

Ferrous  scrap 


Office  jMemorandum,  United  States  Government 

February  7,  1956. 

To  :  Carlton  Hayward,  Director  of  Personnel. 

From;  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject :  WOC  appointment  for  Robert  E.  Williams. 

Submitted  herewith  are  Certificate  Concerning  Appointment  Without  Compen¬ 
sation,  a  memorandum  including  concise  and  specific  statements  wiHi  respect 
to  the  circumstances  of  the  appointment,  and  forms  SF-52,  SF-57,  CD-79,  SF-86, 
SF-87,  and  WOC-2  for  the  appointment  of  Mr.  Robert  E.  Williams  as  Director, 
Communications  Equipment  Division  on  a  WOC  basis.  ,  ^  „ 

In  Mr.  Williams’  former  appointment  with  NPA,  he  was  cleared  for  Secret. 
The  Security  Office  for  the  Department  has  informed  us  by  pliomse  that  his  prior 
clearance  i.s  sufficient  basis  for  the  issuance  of  a  waiver  immediately. 

Form  WOC-1  for  the  position  which  Mr.  Williams  will  occupy  has  been 
returned  by  your  office. 


76559 — 56 - 19 
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February  7,  1956. 

Memor^^ndum 

To  :  Mr.  F.  G.  A.sher,  Director  of  Administration. 

From ;  A.  J.  Falk,  Deputy  Director,  Communications  Division. 

Subject :  WOC  appointment  of  Mr.  Robert  B.  Williams  to  the  position  of  Director. 

Is  is  reciuested  tliat  Mr.  Robert  B.  Williams  be  appointed  on  a  full-time  basis 
as  WOC  Director  of  the  Communications  Division.  He  is  now  employed  by  the 
Automatic  Blectric  Co.,  of  Chicago,  Ill.,  and  it  is  anticipated  that  he  will  be  avail- 
alile  for  duty  as  soon  as  the  neces.sary  security  clearances  can  be  obtained.  By 
agreement  witli  his  company,  IMr.  Williams’  appointment  with  BDSA  will  be 
for  6  months. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
woe’s,  the  following  information  is  submitted : 

Section  .0.5  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department,  as  follows : 

*,•*•*♦ 

Pursuant  to  those  authorities,  the  Business  and  Defense  Services  Administra¬ 
tion  perforins  the  following  defense  and  mobilization  activities : 

The  Communications  Division  is  responsible  for  postattack  and  mobilization 
planning  for  the  operating  communications  industry  and  the  manufacturing 
segment  of  the  industry,  with  cognizance  over  domestic  and  international  tele¬ 
phony,  domestic  and  international  telegraphy,  international  radio  communica¬ 
tions,  nonamplified  intercommunications,  and  central  station  protective  signaling 
service. 

In  the  ojicrating  area  it  is  necessary  for  the  Division  to  prepare  appropriate 
standby  orders  and  regulations  for  full  mobilization  in  view  of  the  importance  of 
communications  in  both  a  civilian  and  wartime  economy  and  the  extent  to  which 
the  various  Government  services,  including  the  Ft'deral  Civil  Defense  Adminis¬ 
tration,  must  rely  upon  civil  communications.  The  Dffice  of  Defense  Moldliza- 
tion  has  stres.sed  the  liigh  essentiality  and  urgent  need  for  the  development  and 
availability  of  a  postattack  jilan  which  could  he  implemented  quickly  for  the 
communications  industry — one  that  would  not  recpiire  detailed  and  specific 
authorization  from  the  Government  in  the  first  12  to  24  hours  or  5  to  10  days  after 
an  attack  or  emergency.  To  this  end  the  Communications  Division  has  been 
drafting  a  mobilization  standby  order  which  would  help  to  minimize  disruption 
of  the  communications  network  in  an  emergency  and  would  provide  a  plan  for 
restoration  of  essential  services.  The  work  on  the  standby  order  for  the  operating 
industry  is  not  completed,  and  there  is  need  for  development  of  controls  and 
administrative  tools  to  supplement  the  basic  communications  orders. 

A  mobilization  planning  study  is  needwl  to  determine  what  si>ecific  standby 
orders  and  regulations  may  l>e  I'eipiired  for  the  manufacturing  segment  of  the 
communications  industry. 

To  assure  that  the  needs  of  the  communication  industry  are  met  in  the 
administration  of  the  Defense  Materials  system,  progressive  review  must  he 
made  of  productive  capacity  for  manufacture  of  communications  equipment, 
taking  into  account  the  rapid  and  continuing  growth  of  the  telephone  and  tele¬ 
graph  industry,  the  increased  public  demand  for  service,  and  the  essential 
requirements  of  the  Department  of  Defense,  Atomic  Energy  Commission,  and 
Federal  Civil  Defense  Administration  programs. 

The  manufacturing  and  oiierating  segments  of  the  communications  industry 
utilize,  in  the  manufacture  and  use  of  their  products,  virtually  every  known 
chemical,  controlled  material,  and  nonferrous  material,  some  of  which  are 
extremely  critical  to  the  industry.  Because  of  the  sizable  consumption  of  ma¬ 
terials  by  the  industry,  the  Communications  Division  is  required  to  develop 
mobilization  estimates  for  materials  which  may  be  in  short  supply  or  difficult  to 
obtain.  Such  estimates  are  made  available  to  BDSA  staff  advisors  and  the 
Office  of  Defeu.se  Mobilization  for  use  in  determining  policy  and  making  decisions 
related  to  stockpiling. 

Intensive  study  is  contemplated  of  feasibility  and  methods  for  assessing  bomb 
damage,  with  recommendations  as  to  measures  which  should  be  taken  for  operat¬ 
ing  in  the  event  of  such  attack. 

Because  of  the  concentration  of  producers  and  vital  operating  services  in  tar¬ 
get  areas,  study  must  also  be  undertaken  to  evolve  a  plan  which  will  provide  in- 
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centives  for  a  dispersal  program  or  an  alternate  means  of  making  these  facilities 
less  vulnerable  under  attack  conditions. 

Studies  have  been  made  of  both  domestic  and  international  operators  in  the 
communication  field,  as  well  as  the  manufacturers  of  communications  equip¬ 
ment.  On  the  basis  of  these  studies  and  the  recommendations  of  the  Communi¬ 
cations  Division,  the  Indiistr.v  Evaluation  Board  has  rated  the  essentialit.v  of  the 
various  facilities.  Where  facilities  have  been  rated  as  critical  and  indispensable 
to  the  safety  and  the  defense  of  the  Nation,  the  companies  have  been  invited 
to  confer  individually  with  BDSA  on  steps  which  should  he  taken  to  assure 
continuity  of  management  and  operations  in  the  event  of  attack:  and  BDSA  is 
making  ever.v  effort  to  encourage  manufacturers  and  (‘ommunications  operators 
to  develop  plans  for  industrial  defense.  New  lEB  studies  are  contemplated  in 
some  areas,  and  the  situation  requires  constant  review  to  make  certain  that  new 
installations  and  facilities  are  covered. 

In  addition  to  the  work  involved  in  the  normal  activities  of  BDSA,  the  Com¬ 
munications  Division  has  representation  on  various  panels  and  working  groups 
of  the  Telecommunications  Planning  Committee  (a  group  comprised  of  top 
Government  officials  in  the  communications  field  and  serving  as  an  advisory  com¬ 
mittee  to  the  Director  of  the  Office  of  Defense  iMohilization).  In  this  capacity, 
the  Communications  Division  develops  information  and  assists  with  studies 
which  are  used  by  the  committee  and  ODM  in  establishing  overall  telecommunica¬ 
tions  policy. 

Section  .05  (h)  :  The  direction  of  all  the  aforementioned  programs  and  the 
necessary  consultation  with  industry  require  a  comprehension  of  the  complexities 
of  the  communications  industry  and  a  current  knowledge  of  the  latest  develop¬ 
ments,  techniques,  problems,  and  operations  not  <)rdinarily  found  in  a  full-time 
Government  employee.  Dynanuc  progress  is  being  made  in  the  laboratories  of 
the  communications  industry,  and  its  implications  on  future  development  and 
applications  require  integration  in  Government  programs  which,  in  turn,  exert  a 
profound  influence  on  the  day-to-day  operations  of  the  communications  industry. 
Accordingly,  to  best  serve  the  interests  of  the  Nation  as  a  whole,  it  is  imperative 
that  the  Government  achieve  the  full  cooperation  of  industry  in  the  development 
of  mobilization  plans  and  controls  which  are  consonant  with  the  efficient  opera¬ 
tion  of  the  Industry  and  which  will,  at  the  same  time,  accomplish  desired  mobili¬ 
zation  oh.iectives  with  expediency. 

Section  .05  (c)  :  Mr.  Williams  is  by  education  and  experience  well  qualified 
to  furnish  guidance  to  the  activities  of  the  Communications  Division.  He  has 
spent  approximately  28  years  with  the  Automatic  Electric  Co.  and  other  sub¬ 
sidiaries  of  Theodore  Gary  &  Co. — all  of  which  have  been  recently  merged  with 
the  General  Telephone  Corp.  The  General  Telephone  Corp.  is  the  second  largest 
holding  company  operating  its  own  communications  compaides  and  owning  its 
own  manufacturing  facilities  in  the  United  States,  as  well  as  some  manufacturing 
proi)erties  in  diverse  parts  of  the  world.  In  his  present  position  with  the  Auto¬ 
matic  Electric  (5>.,  Mr.  Williams  has  gained  extensive  knowled.ge  of  both  oper¬ 
ating  and  manufacturing  phases  of  the  communications  industry  and  is  espe¬ 
cially  versed  in  such  matters  as  financing,  accountin.g,  rate  matters,  and  general 
corporate  affairs  as  they  affect  the  smaller  and  independent  segment  of  the 
telephone  industry.  As  WOC  Director  of  the  Communications  Division,  his 
knowledge  of  the  industry  and  his  counsel  is  available  to  other  Government 
officials  to  assist  them  in  their  application  of  Government  programs  to  industry, 
and  his  serving  on  a  full-time  basis  brings  about  closer  and  more  frequent  con¬ 
sultation  than  would  otherwise  be  possible.  In  the  field  of  communications, 
which  is  ever-changing,  no  Government  career  employee  can  hope  to  keep  abreast 
of  new  developments  and  techniques  employed.  In  Mr.  Williams’  case,  his  recent 
and  continuing  experience  in  the  communications  industry  will  lie  invaluable 
in  his  role  as  an  operating  official  in  the  Communications  Division.  As  a  re¬ 
sult,  the  agency  will  profit  from  having  his  expert  service  for  6  months  on  a 
Wf)C  ha.sis  since  he  would  not  otherwise  be  available  for  Government  service. 


J.XNUARY  17,  1956. 

Memorandum 

To :  Director  of  Personnel. 

Prom  :  Administrator,  BDSA. 

Subject :  Notice  of  vacancy  in  operating  position. 

The  following  position  wili  become  vacant  in  BDSA  on  or  about  January  31, 
1956  as  a  result  of  the  current  incumbent  completing  his  tour  of  duty : 
Director,  Communications  Equipment  Division. 


28S 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  195  6 


We  have  no  candidate  to  propose  for  apiwintment  on  a  fnll-time,  salaried 
basis.  It  is  refjnested  that  you  attempt  to  obtain  from  sources  of  recnxitment 
available  to  your  olflce  a  full-time,  salaried  applicant  qualified  for  this  position. 
In  the  event  recruitment  sources  reveal  no  qualified  i>ersons  available  to  serve 
in  this  position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign  and 
return  this  memorandum  indicating  this  fact  in  order  that  action  may  be  in¬ 
stituted  to  obtain  the  services  of  a  qualified  person  on  a  WOC  basis. 

Notification  that  no  qualified  salaried  employee  is  known  to  he  available. 

The  recruitment  sources  of  this  office  reveal  no  (pialified  person  available  at 
this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has  been 
determined  by  review  of  applicant  file,  RPL,  and  employees  currently  on  BDSA 
rolls. 

Catilton  Hatward, 
Director  of  Personnel. 

February  2, 1956. 


Office  Memorandum,  United  States  Government 

February  15,  1956. 

To :  Carlton  Hayward,  Director  of  Per.sonnel. 

From :  Charles  F.  Honeywell,  Administrator,  BDSA. 

Subject :  WOC  appointment  for  Stuart  E.  Yeaton. 

Submitted  herewith  are  Certificate  Concerning  Appointment  Without  Com¬ 
pensation,  a  memorandum  including  concise  and  sjiecific  statements  with  respect 
to  the  circumstances  of  the  appointment  and  forms  SF-52,  SF-57,  CD-79,  SF-86, 
SF-87,  and  WOC-2  for  the  appointment  of  Mr.  Stuart  E.  Yeaton  as  Director, 
Copper  Division,  on  a  WOC  basis. 

Form  AYOC-1  for  this  position  has  been  returned  by  your  office. 


Office  Memorandum,  United  States  Government 

February  15,  1956. 

To :  Mr.  1*.  G.  Asher,  Director  of  Administration,  BDSA. 

From :  C.  W.  Seeley,  Director,  Copper  Division. 

Subject:  WOC  appointment  of  Mr.  Stuart  E.  Yeaton  to  position  of  Director, 

Coiiper  Dvision. 

It  is  requested  that  Mr.  Stuart  E.  Yeaton,  general  product  manager,  Electrical 
Wire  Division,  .lohn  A.  Roebling’s  Sons  Corp.,  640  South  Broad  Street,  Trenton, 
N.  .1.,  manufacturers  and  processors  of  copper  wii-e  mill  products,  be  appointed 
on  a  full-time  basis  as  a  WOC  Director  of  the  Copper  Division.  Mr.  Yeaton’s  com¬ 
pany  has  agreed  that  he  may  serve  for  6  months.  It  is  therefore  requested  that 
he  be  appointed  for  a  6-months  period. 

In  accordance  with  section  2.05  of  the  Interim  Procedure  for  Appointment  of 
AVOC’s,  the  following  information  is  submitted : 

Section  .05  (a)  :  The  BDSA  is  responsible  for  performing  mobilization  and 
related  defense  functions  under  the  statutory  and  derived  authority  of  the 
Department  as  follows: 

«•***♦* 

Pursuant  to  these  authorities,  the  BDSA  performs  the  following  defense  and 
mobilization  activities : 

♦  ♦**♦** 

In  order  to  properly  carry  out  these  delegations  and  requests  in  connection 
therewith,  this  Division  must  determine  and  assure  a  continuous  study  of  the 
peacetime  and  wartime  supply  and  demand,  both  domestic  and  international, 
of  copper  and  copper-base  alloy  products  and  facilities  required  for  their  pro¬ 
duction  ;  products  produced,  both  in  a  raw  state  for  further  fabrication  and 
semi-fabricated  products  for  consumption.  (See  attached  product  scope.)  The 
defense  activities  and  programs  of  tlie  Division  which  the  appointee  will  direct 
the  performance  of  and  his  responsibilities  and  duties  therewith  are  as  follows : 

The  Director  of  the  Office  of  Defense  Mobilization  has  ordered  a  complete 
review  of  essential  military  requirements  in  the  event  of  full  mobilization.  This 
classified  study  is  now  being  conducted  by  the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  It  will  be  the  responsibility  of  the  incumbent  to 
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nppraise  these  militury  requirements  and  to  develop  with  the  producing  industry 
a  supply-demand  analysis  from  which  will  he  established  a  basic  data  mobiliza¬ 
tion  requirement  sheet. 

Essential  military  requirement  surveys  will  develop  and  make  necessary 
component  studies  on  individual  copper  and  copper-base  alloy  products,  such  as 
sheet,  strip,  rod,  tube,  wire,  cable,  castings,  and  copper  powder. 

In  the  ('vent  mobilization  requirement  surveys  indicate  after  evaluation  that 
facilities  as  available  are  not  sufficient  nor  capable  of  producing  military  require¬ 
ments,  expansion^  goals  by  product  will  have  to  be  devised  and  recommended  by 
the  incumbeiit  to  ODM,  together  with  a  method  of  achieving  expansion  of  capacity 
by  loan,  tax  amortization,  or  otherwise. 

Studies  and  surveys  of  those  copper  and  copper-base  facilities  now  on  the 
selected  lists,  as  well  as  other  producing  facilities,  must  be  reviewed  and  re¬ 
vised  periodically.  Method  of  determining  vulnerable  facilities  and  classifying 
them  must  be  devised.  The  incumbent  must  assist  management  of  all  producing 
companies  in  the  establishment  of  preattack  and  postattack  policies  and  plans 
to  assure  continuity  of  production  and  of  management  in  the  event  of  an 
emergency. 

Mobiiization  requirements  and  facilities  for  production  of  copper  and  copper- 
base  products  must  be  evaluated  and  proper  recommendations  made  with  respect 
to  stockpiling.  It  must  be  determined  also  what  actions  are  to  be  taken  with 
respect  to  specific  industrial  resources  studies. 

Determine  what  further  studies  by  geographical  location  are  to  be  made  with 
respect  to  means  and  methods  to  be  taken  to  assess  damage  and  suggest  replace¬ 
ment  actions  necessary  in  the  event  of  bomb  attack.  Survey  and  study  the  in¬ 
dustry  as  a  whole  with  the  idea  of  suggesting  a  dispersal  program  covering  the 
vulnerable  segments  of  the  copper  industry. 

Draft  standby  orders,  manning  tables,  production  scheduling  methods,  and 
inventory  controis  so  as  to  enable  the  industry  to  transfer  from  ijeacetime  to  war¬ 
time  production  with  as  little  disruption  as  possible.  Check  the  adequacy  of 
all  available  data  by  relocation  exerciise  development  and  participation. 

Study  and  evaluate  the  present  Defense  Materials  System  and  M-Order  as 
they  affect  military  set-asides  for  production,  with  a  view  of  overhauling  and 
revising  these  regulations.  This  action  is  so  that  production  set-asides  can  be 
modified  from  time  to  time  in  keeping  with  Military  and  AEG  current  and  future 
requirements. 

Section  .05  (b)  :  The  foregoing  activities  require  a  current  knowledge  of  indus¬ 
trial  systems  and  methods  not  ordinarily  to  be  found  in  fulltime  salaried  Gov¬ 
ernment  employees.  It  is  the  responsibility  of  the  Copper  Divi.sion  to  visualize 
the  industry  as  a  whole  and  to  assure  adequate  supply  requirements  in  the  event 
of  mobilization.  Essential  studies  and  surveys  to  ascertain  the  facts  are  of  such 
a  magnitude  they  must  necessarily  be  of  a  joint  Government-industry  interest. 
This  Division,  therefore,  must  with  the  cooperation  of  industry  embark  upon  a 
program  which  will  assure  essential  facilities  and  production  of  a  balanced  na¬ 
ture.  To  organize  and  activate  such  surveys  and  studies  requires  a  person  of 
diversified  experience  which  could  be  gained  only  over  a  long  period  of  time  and 
in  the  comparatively  recent  expansion  of  this  industry. 

Section  .05  (c)  :  Mr.  Stuart  E.  Yeaton  is  by  education  and  experience  well  quali¬ 
fied  for  this  undertaking.  He  has  been  an  active  part  of  the  industry  for  the 
past  22  years.  In  addition  to  his  administrative  and  executive  sales  work,  he 
is  familiar  with  the  producing,  manufacturing,  and  technical  aspects  of  the  in¬ 
dustry.  It  is  the  consensus  he  can  furnish  the  requisite  guidance  essential  for 
this  task  over  the  6-month  period  which  he  has,  with  the  consent  and  approval 
of  his  firm,  agreed  to  serve  on  a  WOC  basis. 

COPPER  AND  COPPER-BASE  ALLOY  PRODUCTS  SCOPE 

(List  of  products  deleted.) 


Memorandum 

Date :  January  25,  1956. 

To :  Director  of  Personnel. 

From :  Administrator,  BDSA. 

Subject :  Notice  of  vacancy  in  operating  position. 

The  following  position  will  become  vacant  in  BDSA  on  or  about  February 
21,  1956,  as  a  result  of  the  current  incumbent  completing  his  tour  of  duty : 
Director,  Copper  Division. 
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■\Ve  have  no  oaiuliilate.  to  propose  for  appointment  on  a  full-time,  salaried 
basis.  It  is  reipiested  that  yon  attempt  to  obtain  from  sources  of  recruitment 
available  to  your  office  a  full-time,  salaried  applicant  qualitied  for  this  position. 
In  the  event  recruitment  sources  reveal  no  (pialifled  i)er,sons  available  to  serve 
in  this  position  on  a  full-time,  salaried  basis,  it  is  requested  that  you  sign 
and  return  this  memorandum  indicating  this  fact  in  order  that  action  may  he 
instituted  to  obtain  the  services  of  a  qualihed  person  on  a  WOO  basis. 

Notilication  that  no  qualified  salaried  employee  is  known  to_  he  available. 

The  recruitment  sources  of  this  office  reveal  no  qualified  person  available 
at  this  time  to  serve  in  this  position  on  a  full-time,  salaried  basis.  This  has 
been  determined  by  review  of  applicant  file,  Rl'L,  and  employees  currently 
on  BDSA  rolls. 

Carlton  Hayward, 
Director  of  Personnel. 

February  2,  1956. 

1.  Su.ggest  that - be  considered  for  this  position.  Miss  Pedersen 

has  file.  F.  Seymour,  January  2(i,  Iflofi. 

2.  No  candidates.  N.  Huestis,  January  26, 1956. 

3.  No  qual.  c-amlidates  on  KPL  or  in  appl.  tiles,  January  27,  1956.  M.  A. 


Executive  Office  of  the  President, 

Office  or  Defense  Mobilization, 

Office  of  the  Director, 
Wasliiniiton  25,  D.  V.,  May  2,  1955. 


lion.  J.  \V.  Fri. BRIGHT, 

Chairman,  ('ommittcc  on  liankiny  and  Currency, 
United  States  Senate,  Washinyton  25,  D.  C. 


Dear  Senator  Fui.buight :  Reference  is  made  to  your  letter  of  January  11, 
reipiesting  our  views  concerning  S.  2S57,  a  l)ill  to  provide  for  Federal  procure¬ 
ment  of  materials  and  supplies  in  ma.jor  disaster  areas,  and  for  other  purposes. 

Tlie  Office  of  Defense  Mobilization  is  in  substantial  accord  with  the  objeidives 
of  tlie  bill.  As  yon  probably  know,  we  established  last  fall  certain  policies 
designed  to  assist  in  dealing  with  the  threat  to  the  mobilization  base  arising 
from  the  floods  in  the  Northeastern  United  States  and  later  extended  them  to 
flood-damage  areas  on  the  west  coast.  These  actions  were  tied  to  the  disaster 
areas  declai-ed  by  the  Federal  Civil  Defense  Administrator  under  the  Disaster 
Relief  Act.  Although  we  ilo  not  believe  that  statutory  authority  is  now  necessary 
to  the  continued  utilization  of  iirocureinent  authority  for  national  defense  objec¬ 
tives  in  disaster  areas,  we  would  have  no  objei'tion  to  an  authorization  for  its 
general  application  to  those  areas.  We  believe  that  such  an  authorization  would 
be  adeipiately  provided  by  the  provisions  of  section  2  of  the  bill  and  that  the 
proposed  amendment  to  the  Defense  Production  Act  would  be  unnecessary  and 
undesirable  since  the  government  procurement  which  would  be  effective  for 
disaster  inirposes  is  not  accomplished  under  that  act. 

The  Iturean  of  the  lUidget  advises  that  it  has  no  objection  to  the  submission 
of  this  report. 

Sincerely  yours. 


Arthur  S.  Flemming,  Director. 


Federal  Civil  Defe.nse  Administration, 

May  7,  1956. 

Hon.  J.  W.  Fi  lbright, 

Chairman,  Senate  Committee  on  Jlnnkinu  and  Currency, 

Washinyton,  1).  C. 


Dear  Mu.  Chairman  :  This  is  in  reply  to  your  request  for  the  views  of  this 
Administration  on  S.  2K57,  a  bill  to  provide  for  FVderal  procurement  of  materials 
and  supplies  in  major  disaster  areas,  and  for  other  purposes. 

The  bill,  if  enacted,  would  further  amend  the  Defense  Production  Act  of  1950 
by  a  finding  that  it  is  necessary  to  the  mobilization  efi'ort  that  major  natural 
disaster  stricken  areas  be  rehabilitated  and  restored  to  normal  conditions  as 
expeditiously  as  iiossible.  It  would  also  further  amend  the  Defen.se  Production 
Act  of  19o0  to  provide  that  in  any  area  which,  in  the  oiiinion  of  the  President, 
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is  ail  important  source  of  floods  or  services  needed  in  the  event  of  economic 
mohiiir,ation,  the  President  is  autliorized  and  directed,  notwithstanding  any 
other  provision  of  law,  to  arrange  for  immediate  awards  of  negotiated  contracts 
for  procurement  of  materials  or  services  needed  hy  the  Federal  Government  to 
the  maximum  practicable  extent.  The  awards  to  he  the  victims  of  major  natural 
disasters  capable  of  fulfilling  such  contracts  in  a  satisfactory  manner. 

The  bill  would  also  amend  section  .‘1  of  Public  Law  875,  by  adding  a  new  sub¬ 
section  there  to  to  provide  for  the  procuring  from  private  enterprises  engaged 
in  business  in  the  area  affected  by  such  major  disaster,  by  negotiated  contracts 
or  otherwise,  materials  or  services  of  use  to  the.  Federal  Government,  in  the 
opinion  of  the  President. 

The  Federal  Civil  Defense  Administration  supports  and  endorses  any  measure 
designed  to  increase  the  effectiveness  of  Federal  assistance  in  major  natural 
di.sasters.  It  is  our  view  that  assistance  in  the  early  restoration  of  income- 
producing  facilities  and  concerns  to  a  position  favorably  compared  to  that  previ¬ 
ously  occupied  by  the  concerns  prior  to  the  major  disaster  is  one  of  the  most 
effective  measures  of  disaster-relief  assistance  which  could  be  provided  by  the 
Federal  Government.  S.  2857  appears  to  be  well  designed  toward  this  end,  in 
that  it  would  provide  for  the  immediate  channeling  of  Federal  contracts  for 
goods  and  services  to  concerns  capable  of  fultilling  such  contracts  in  a  satisfactory 
manner. 

We  note  that  subsection  2  (b)  of  the  bill  would  further  amend  Public  Law 
875,  as  amended,  by  striking  out  “.$5,000,000”  and  inserting  in  lieu  thereof 
“$15,000,000”.  Under  the  authority  of  section  8  of  Public  Law  875,  $25  million 
has  been  appropriated  by  the  2d  session  of  the  84th  Congress  for  disaster  relief 
assistance.  Additional  sums  in  excess  of  $28  million  have  been  appropriated 
under  the  authority  of  section  8  and  temporary  autliorization  thereunder. 
Accordingly,  it  is  recommended  that  section  8  lie  amended  along  the  following 
li  nes : 


Section  8  of  said  Act  is  amended  by  striking  out  the  words  “not  exceeding 
$5.()(K),000  in  the  aggregate”. 

Subject  to  the  comment  on  section  8,  it  is  the  recommendation  of  this  Admin¬ 
istration  that  the  committee  give  early  and  favorable  consideration  to  S.  2857, 
and  urge  that  the  Congress  enact  tlie  measure  into  law. 

Advice  has  been  received  from  the  Bureau  of  the  Budget  that  there  would  be  no 
objections  to  the  submission  of  this  report. 

Sincerely, 

Val  Petersen,  Adini7iistmtor. 


Department  of  the  Air  Force, 

Office  of  the  Secretary, 
Wdshiiif/ton,  April  SO,  1956. 

lion.  .1.  W.  Fhlbright, 

Chairman.  Conimmittee  on,  Banking  and  Currencp, 

United  Staten  Senate. 

Dear  Mr.  Chairman  :  Reference  is  made  to  your  recent  request  to  the  Secre¬ 
tary  of  Defense  for  a  report  on  S.  2879,  84th  Congress,  a  bill  to  promote  the 
dispersal  of  industrial  facilities  in  the  interest  of  national  defense.  The  Depart¬ 
ment  of  the  Air  Force  has  heen  assigned  the  responsibility  for  expressing  the 
views  of  the  Department  of  Defense. 

Section  1  of  S.  2879  declares  that  it  is  the  policy  of  the  Congress  to  promote 
geographical  dispersal  of  industrial  facilities  in  the  interest  of  national  defense, 
and  to  discourage  the  concentration  of  such  productive  facilities  in  areas  which 
are  vulnerable  to  attack.  Sections  2  and  3  of  tlie  bill  prescribe  a  course  of 
conduct  intended  to  carry  out  that  policy. 

The  Department  of  the  Air  Force  on  behalf  of  the  Department  of  Defense, 
while  in  agreement  with  the  general  olijective  of  the  bill,  does  not  favor  its 
enactment  for  the  following  reasons : 

The  Department  of  Defense  policy  with  respect  to  industrial  dispersal  is 
outlined  in  Department  of  Defense  Directive  No.  5220.5,  dated  November  17, 
1955.  The  criteria  outlined  in  this  directive  that  are  to  considered  in  seeking^ 
a  solution  to  the  problem  of  di.spersal  are  (1)  that  dispersal  will  be  the  key 
factor  in  selection  of  additional  sources  for  an  item  for  which  there  are  multiple 
sources;  (2)  disiiersal  will  be  one  of  the  prime  considerations  in  the  location 
of  new  facility  construction  particularly  when  furnished  at  Government  expense 
or  with  Federal  aid  to  construction  although  this  may  not  necessarily  applv 
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to  those  new  facilities  which  constitute  a  desirable,  but  relatively  minor,  adjunct 
to  existing  defense  facilities;  (3)  that  all  facilities  will  be  maintained  in  use 
as  required,  and  every  effort  wTll  be  made  to  require  the  use  of  existing  facilities 
before  new  facilities  are  constructed;  (4)  that  the  urgency  of  dispersal  should 
always  be  weighed  against  the  trrgency  of  the  request  for  timely  delivery  of  the 
vital  products  involved ;  and  (5)  that  consistent  with  the  preceding,  the  objective 
shall  be  to  avoid  the  tendency  toward  overconcentration  of  critical  defense 
facilities  in  target  areas. 

The  Director  of  the  Office  of  Defense  Mobilization  by  virtue  of  the  authority 
vested  in  him,  issued  on  January  11,  1956,  Defense  Mobilization  Order  1-19, 
subject:  “Dispei’sion  and  Protective  Construction — Policy,  Criteria,  Responsi¬ 
bilities.”  This  order  indicates  that — 

“It  is  the  policy  of  the  United  States  to  encourage  and,  when  appropriate,  to 
require  that  new  facilities  and  major  expansions  of  existing  facilities  important 
to  national  security  be  located,  insofar  as  practicable,  so  as  to  reduce  the  risk 
of  damage  in  the  event  of  attack ;  and  to  encourage  and,  when  appropriate, 
require  the  incorporation  of  protective  construction  features  in  new  and  exist¬ 
ing  facilities  to  provide  resistance  to  weapons  effects  suitable  to  the  locations  of 
said  facilities.” 

Proper  application  of  the  dispersal  policy  is  an  extremely  complex  matter 
and  requires  .sound  judgment  and  careful  consideration  of  many  factors.  Each 
case  has  its  own  peculiar  circumstances  and,  therefore,  there  is  no  established 
pattern  or  formula  which  gives  proper  weight  to  each  factor  involved.  Conse¬ 
quently,  it  is  important  that  the  departments  be  allowed  to  exercise  their  judg¬ 
ment  to  the  fullest  extent  within  the  broad  policy  as  already  established  in 
existing  Executive  directives.  Particularly  in  this  regard,  it  is  noted  that 
section  2  of  S.  2879  would  require  that  “in  the  procurement  of  goods  and  services 
under  any  provision  of  law,  the  Department  of  Defense  *  *  *  shall  apply  to 
the  greatest  practical)le  extent  the  principle  of  the  geographical  di.spersal  of 
such  facilities  in  the  interest  of  national  defense.”  This  provision  would  require 
that  consideration  be  given  to  a  broad  general  principle  not  always  consistent 
with  other  procurement  olijectives.  While  S.  2879  is  entirely  consistent  in  its 
intent,  with  existing  Department  of  Defense  policy,  the  very  fact  that  it  exists 
could  give  rise  to  question  as  to  its  interitretation  in  individual  cases  and,  in  that 
sense,  be  confusng.  It  is  therefore  felt  that  the  purpose  of  S.  2879  is  clearly 
recognized  and  being  accomplished  under  existing  directives,  and  that  the 
enactment  of  this  bill  is  undesirable. 

Insofar  as  the  budgetary  effect  on  the  Department  of  Defense  is  concerned, 
section  .3  of  8.  2879  would  appear  to  negate  any  adverse  effect  thereon. 

This  report  has  been  coordinated  within  the  Department  of  Defense  in  accord¬ 
ance  with  procedures  prescribed  by  the  Secretary  of  Defense. 

The  Bureau  of  the  Budget  has  advisetl  that  there  is  no  objection  to  the 
submission  of  this  report. 

Sincerely  yours. 


Donald  A.  Quarles. 


Depart.ment  of  Commerce, 

April  //,  1956. 

Hon.  J.  W.  Euldright, 

Chairman,  Committee  on  Banking  and  Currency, 

United  States  Senate,  Washington  25,  D.  C. 


Dear  Senator  Fulrrigiit:  Further  reference  is  made  to  your  letter  of  Feb¬ 
ruary  22  and  our  interim  acknowledgment  of  March  5  in  regard  to  the  steel 
situation. 

VV'e  are  aware  of  the  extremely  strong  demand  for  more  steel  products.  The 
large  expansion  programs  for  many  industries  require  tremendous  tonnages  of 
h-’eavy  .structurals  and  plates,  as  do  the  revived  freight  car  and  shipbuilding 
programs. 

It  is  true  that  not  all  the  heavy  structural  and  plate  tonnages  can  now  be 
supplied  at  the  rate  desired.  This  is  also  true  of  many  other  steel  products. 
We  feel  that  this  demand  will  continue  for  several  months,  unless  there  is  a 
marked  change  in  economic  conditions. 

It  is  our  belief  that  steel  producers  generally  are  distributing  the  available 
supply  of  steel  products  in  heavy  demand  as  equitably  as  possible  consistent 
with  proper  steel  mill  operations  and  with  due  regard,  as  far  as  is  practicable, 
to  their  commercial  relationships. 
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The  question  about  current  steel  operations,  we  believe,  is  best  answered  by 
indicating  the  increases  in  ingot  capacity  reported  by  the  American  Iron  & 
Steel  Institute  as  of  January  1  each  year.  Figures  given  below  are  in  millions 
of  net  ingot  tons. 


1947. 

1948. 

1949. 

1950. 

1951. 


Millions 

.  91. 2 

1952 

94.  2 

1953 

-  96. 1 

1954 

99.  4 

1955 

.  104.2 

1956 

Millions' 
_  108.  6 
-  117.5 
_  124.3 
.  125.8 
_  128.4 


You  can  see  from  the  above  that  in  the  10-year  period  from  1946  to  1956  re¬ 
ported  ingot  capacity  has  been  increased  by  36.5  miilion  net  tons,  an  increase  of 
approximately  40  percent  from  the  1947  iigure.  The  approval  of  requests  for 
rapid  tax  amortization  by  the  Office  of  Defense  Mobilization  undoubtedly  sparked 
the  rapid  expansion  from  1950  through  1954. 

Our  figures  indicate  that  the  overall  defense  requirements  for  the  first  half  of 
1956  amount  to  only  approximately  200,000  tons  per  month  of  finished  products. 
This  represents  about  2%  percent  of  the  current  rate  of  production  of  finished 
steel  products.  There  are  a  few  exceptions  to  this,  such  as  nickel-bearing  stain¬ 
less  steel  at  about  10  percent  and  plates  at  about  8  percent  of  the  present  rate  of 
production. 

The  oniy  data  that  we  have  on  rate  of  shipments  of  steel  to  car  builders  and 
barge  builders  are  net  monthly  average  tonnages  for  all  steel  products  as 
published  by  the  American  Iron  &  Steel  Institute  as  follows : 


1954 

1955 

January  1956 

Fr(‘Ight  cars _  _ _ _ _ _ 

168,  oon 

158, 390 
50, 100 

213, 000 
60, 400 

41, 700 

We  have  no  evidence  that  steel  producers  are  showing  any  partiality  between 
the  freight-car  program  and  the  shipbuilding  program. 

The  steel-price  situation  is  one  on  which  we  do  not  feel  that  we  should  specu¬ 
late.  The  trend  of  prices  as  reported  by  the  Bureau  of  Labor  Statistics,  using 
1947  through  1949  average  as  100  percent,  is  as  follows  :  1954  yearly  average, 
142.8  percent;  first  6  months’  average,  1955,  144.8  percent;  second  6  months’ 
average,  1955, 154.8  percent ;  February  only,  1956, 157.1. 

The  gray  market,  if  existent  at  all,  is  very  minor.  There  have  been  some 
instances  of  misuse  of  priorities  to  obtain  nickel.  The  Dei)artment  of  Com¬ 
merce  has  and  will  continue  to  take  steps  to  eliminate  this. 

For  your  information,  we  are  enclosing  the  1955  edition  of  the  American  Iron 
&  Steel  Institute  pamphlet  entitled  “Charting  Steel’s  Progress.” 

We  do  not  feel  that  any  new  legislative  or  governmental  action  should  be 
taken  at  this  time. 

Sincerely  yours,  Louis  S.  Rothschild, 

Acting  Secretary  of  Commerce. 


[Telegram]. 


Hartford,  Conn.,  May  2, 1956. 

Hon.  Allen  Frear, 

Chairman,  Subcommittee  on  Production  and  Stabilization, 

Senate  Building,  Washington,  D.  C.: 

The  Connecticut  Chamber  of  Commerce  vigorously  opposes  proposed  Bennett 
amendment  to  the  Defense  Production  Act,  u.sing  national  defense  as  a  pretext. 
It  seeks  Government  favoritism  for  some  States  and  regions  at  the  expense 
of  others.  As  pointed  out  by  Connecticut’s  Senator  Prescott  Bush,  at  your 
subcommittee  hearings,  many  important  factors,  in  addition  to  “geographical 
dispersal”  must  be  considered  wffien  Government  decisions  are  made  on  pro¬ 
curement  and  location  of  new  industrial  facilities.  Injury  to  national  defense 
would  result  if  existing  industrial  areas  are  subjected  to  dislocations.  Strongly 
urge  that  your  subcommittee  reject  this  amendment. 


The  Connecticut  Chamber  of  Commerce, 
William  B.  Cafky,  Executive  Vice  President. 
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DEFENSE  PRODUCTION  ACT— 1956 


TUESDAY,  MARCH  13,  1956 

House  of  Representatives, 
CoMillTTEE  ON  BANKING  AND  CuRRENCT, 

W ashingto7i^  D.  G. 

I'he  committee  met  at  10  a.  m.,  Hon.  Brent  Spence,  chairman, 
presiding. 

Present:  Chairman  Spence  (presiding),  and  Messrs.  Brown,  Pat¬ 
man,  Rains,  Multer,  Barrett,  O’Hara,  Mrs.  Snllivan,  Messrs.  Foun¬ 
tain,  Reuss,  Mrs.  Griffiths,  Messrs.  Vanik,  Talle,  Kilburn,  Widnall, 
Betts,  IMumina,  McVey,  Hiestand,  Nicholson,  and  Bolton. 

The  Chairiman.  The  committee  will  be  in  order. 

We  are  met  this  morning  to  consider  H.  R.  9852,  a  bill  to  extend 
the  Defense  Production  Act. 

(H.  R.  9852  is  as  follows:) 

[H.  R.  9852,  84th  Cong.,  2d  sess.] 

A  BIEL  To  extend  the  Defense  Production  Act  of  1950,  as  amended,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Uonyress  assembled,  That  the  first  sentence  of  subsection  (a)  of 
section  717  of  the  Defense  rroduction  Act  of  1950,  as  amended,  is  hereby  amended 
by  striking  out  “June  30,  195G”  and  inserting  in  lieu  thereof  “June  30,  1958”. 

Sec.  2.  Subsection  (h)  of  section  303  of  the  Defense  Production  Act  of  19.50, 
as  amended,  is  hereby  amended  by  striking  out  “June  30,  1963”  and  inserting  in 
lieu  thereof  “June  30,  1965”. 

The  Chairman.  We  have  with  us  this  morning  Dr.  Flemming. 

We  are  very  glad  to  have  you  back  with  us.  Doctor,  and  you  may 
proceed  as  you  please. 

If  you  have  a  prepared  statement,  you  may  read  it. 

Dr.  Flemming.  Thank  you,  Mr.  Chairman. 

I  am  very  happy  to  have  the  opportunity  to  appear  before  the  com¬ 
mittee  and  testify  in  behalf  of  II.  R.  9852,  which  proposes  the  exten¬ 
sion  of  the  Defense  Production  Act  for  a  period  of  2  years. 

STATEMENT  OF  DR.  ARTHUR  S.  FLEMMING,  DIRECTOR  OF  DEFENSE 

MOBILIZATION 

Dr.  Flemming.  Mr.  Chairman  and  members  of  the  committee:  I 
would  like,  just  briefly,  to  discuss  with  you  the  importance  of  the 
existing  authorities  in  connection  with  both  our  current  and  long- 
range  defense  mobilization  programs. 

As  the  President  pointed  out  in  his  state  of  the  Union  message, 
when  he  requested  the  extension  of  the  Defense  Production  Act,  the 
maintenance  of  a  strong  and  flexible  defense  program  requires  that 
current  military  and  atomic-energy  programs  proceed  without  inter¬ 
ruption  and  that  we  have  a  broad  and  diversified  mobilization  base 
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which  will  reflect  new  requirements  resulting  from  changes  in  tech¬ 
nology  and  strategy. 

The  statement  of  policy  of  the  Defense  Production  Act  recognizes 
both  of  those  ohjectives  and  the  authorities  provided  in  the  various 
titles  of  the  act  are  essential  to  meet  them. 

Since  current  and  long-range  programs  are  interdependent  to  a  sub¬ 
stantial  degree,  I  desire  to  discuss  the  various  authorities  now  in  the 
act  in  relation  to  their  utility  for  each  type  of  program. 

The  priorities  aiul  allocations  authority  of  title  I  of  the  act  is  of 
great  importance  to  the  procurement  programs  of  the  Department  of 
Defense  and  the  Atomic  Energy  Commission. 

To  maintain  the  necessary  level  of  defense  procurement  without 
interruption  during  a  periocl  when  the  requirements  of  an  expanding 
economy  for  materials  and  facilities  are  extremely  high,  it  is  neces¬ 
sary  to  insure  a  preference  for  delivery  on  defense  orders. 

The  defense  materials  system,  as  ojierated  by  the  Department  of 
('ommerce  under  a  delegation  made  under  the  authority  of  the  De¬ 
fense  Ih'oduction  Act.  accomplishes  that  important  purpose  by  re- 
<piiring  producers  of  basic  forms  and  shapes  of  steel,  copper,  and 
aluminum  to  set  aside  certain  percentages  of  their  production  for  the 
lining  of  identified  defense  orders. 

This  device  also  insures  the  equitable  distribution  of  defense  orders 
among  the  various  producers  of  basic  items  and  leaves  to  each  producer 
of  such  materials  a  relative  share  of  his  production  for  supplying  his 
customers  in  the  civilian  market. 

The  identified  orders  of  the  Department  of  Defense  and  the  Atomic 
Energy  Commission  are  given  a  ])reference  in  delivery  which  applies, 
not  only  to  the  basic  materials  in  those  set-asides,  but  also  to  other 
materials,  such  as  nickel,  and  to  the  various  components  entering  into 
the  ]>roduction  of  the  end  item  ordered. 

However,  the  use  of  the  priorities  and  allocations  authority  is 
limited  to  assuring  adequate  handling  of  defense  orders  as  required 
by  the  act.  It  does  not  operate  to  control  the  distribution  of  goods 
in  the  defense-supporting  and  civilian  elements  of  the  economy.  This 
is  in  accord  with  the  spirit  of  the  law  as  expressed  in  section  101  (b) 
which  provides  that — 

The  powers  granted  in  this  section  shall  not  be  used  to  control  tlie  general 
disti'iimtion  of  any  material  in  the  civilian  market  unless  the  President  finds 
(1)  that  such  material  is  a  scarce  and  critical  material  essential  to  the  national 
deD'nse,  and  (2)  that  the  requirements  of  the  national  defense  for  such  material 
cannot  otherwise  be  met  without  creating  a  significant  dislocation  of  the  normal 
distribution  of  such  material  in  the  civilian  market  to  such  a  degree  as  to  create 
appreciable  hardship. 

The  present  limited  operation  of  the  defense  materials  system,  in 
addition  to  meeting  current  military  requirements,  provides  us  with 
a  readiness  measure  of  extreme  importance.  It  is  a  mechanism  which 
could  he  expanded  in  time  of  mobilization  to  provide  for  the  more  ex¬ 
tensive  control  of  materials  in  the  civilian  market  which  would  be 
required  by  the  sharp  increase  in  defense  and  defense-supporting 
orders. 

Its  current  operation  insures  the  maintenance  of  the  requirements* 
gathering  machinery  in  the  producing  plants  and  their  suppliers  as 
well  as  in  the  Department  of  Defense  and  in  the  Atomic  Energy  Com¬ 
mission. 
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Prompt  employment  of  this  device  for  making  the  most  efficient 
defense  use  of  scarce  materials  is  of  great  importance  in  any  period 
of  substantial  mobilization  and  increases  in  value  in  proportion  to 
the  scarcity  of  materials  and  capacity.  If  this  country  were  to  suffer 
an  atomic  attack,  with  substantial  losses  of  material  and  productive 
capacity,  the  DMS  device  would  be  absolutely  essential  to  the  effective 
utilization  of  our  remaining  productive  resources  for  rehabilitation 
and  survival  and  to  wage  war. 

With  respect  to  the  authorities  granted  by  title  III  of  the  act, 
the  current  programs  for  the  expansion  of  productive  capacity  and 
supply  are  not  so  readily  separable  from  the  long-range  preparedness 
programs  for  full  mobilization. 

Both  are  designed  to  make  it  possible  for  the  Nation’s  productive 
machine  to  produce  the  volume  of  goods  needed  to  wage  a  war  with 
the  least  possible  delay. 

In  connection  with  the  proposed  extension  of  title  III  authorities, 
however,  a  separate  discussion  of  these  programs  and  of  how  we  expect 
those  powers  to  be  used  to  meet  them  might  be  helpful. 

To  the  extent  that  the  program  to  provide  the  Nation  with  adequate 
productive  capacity  deals  with  facilities  producing  items  in  substantial 
peacetime  demand,  it  can  be  said  that  the  job  is  nearing  completion. 

Of  the  227  expansion  goals  established,  only  32  now  remain  open, 
and  some  of  the  32  have  ah’eady  been  reached  and  consideration  is 
being  given  as  to  whether  or  not  they  should  he  closed. 

Combinations  of  tax  amortization  assistance  and  one  or  more  of 
the  forms  of  assistance  authorized  by  title  III  will  probably  be  neces¬ 
sary  to  reach  some  of  the  goals  while  in  other  cases  some  type  of  pre¬ 
paredness  measure  may  have  to  be  adopted  as  a  substitute  for  capacity 
in  being 

The  use  of  authorities  in  the  act  for  preparedness  programs  de¬ 
signed  to  reduce  the  time  required  to  mobilize  in  the  event  of  an 
attack  was  recognized  by  the  1955  amendments  to  the  act. 

We  have  developed,  for  example,  a  program  to  procure  machine 
tools  to  round  out  existing  capacity  for  the  production  of  turbines  and 
turbine  gears  for  ship  propulsion.  This  program  is  now  being  re¬ 
checked  from  a,  requirements  point  of  view  before  it  is  actually  put 
into  operation.  Wartime  requirements  for  capacity  for  which  there  is 
no  pi'esent  peacetime  need  can  he  met,  as  in  this  case,  by  the  installation 
in  private  plants  of  standby  production  lines  to  be  maintained  by  the 
producer. 

We  have  developed  a  machine  tool  pool  order  program  which  will 
permit  the  Government  to  enter  into  contracts  now  with  the  producers 
for  production  of  designated  tools  on  ]\[-day.  The  contracts  will  be 
finalized  in  advance  and  production  under  them  can  commence  on 
!M-day  upon  a  simple  notice  from  the  Government. 

The  authorities  in  title  III  and  the  borrowing  authority  available 
under  it  would  be  needed  to  carry  out  programs  of  these  types. 

In  the  event  of  an  enemy  attack  on  the  United  States  with  atomic 
Aveapons  we  could  ex^iect  that  large  and  critical  segments  of  the 
mobilization  base  would  be  destroyed  or  damaged. 

Rapid  restoi’ation  of  key  facilities  would  be,  of  course,  an  essential 
factor  in  our  ability  to  wage  Avar  and  it  is  clear  that  substantial  as¬ 
sistance  from  the  goA^ernment  Avould  be  necessary. 
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The  authorities  presently  existing  in  title  III  of  the  act,  together 
with  those  in  title'  I,  could  be  used  to  take  many  important  steps  to 
achieve  that  objective. 

Funds,  scarce  materials,  and  production  equipment  could  be  pro¬ 
vided  for  the  most  critical  restoration  jobs. 

We  feel  that  one  of  our  unlinished  jobs  is,  in  cooperation  with  the 
Federal  Civil  Defense  Administration,  to  determine  whether  there  are 
existing  gaps  in  our  mobilization  base  which,  if  closed  now,  would 
expedite  survival  and  rehabilitation  operations  following  an  attack. 

If  such  gaps  ai’e  identified  and  if  they  in  all  probability  will  not  be 
closed  as  a  part  of  normal  peacetime  operations,  it  may  be  necessary 
to  use  the  authorities  under  this  title  to  deal  with  such  situations. 

The  funds  for  expansion  programs  are  made  available  through  the 
borrowing  authority  of  section  304  of  the  act. 

Of  the  $2.1  billion  authorized  by  the  section,  a  little  over  $1.7  billion 
has  been  certified  for  obligation  during  the  5i^  years  since  the  program 
was  initiated.  About  $400  million  remains  for  future  certification. 

This  balance  is  adequate  for  jirograms  now  in  the  planning  stage. 
If  in  the  future  an  increase  is  required  we  shall  present  that  require¬ 
ment  and  its  justification  to  the  Coiigi'ess  in  the  ordinary  course. 

I  might  say,  iSIr.  Chairman,  that  it  is  conceivable  that  $400  million 
may  be  augmented  because  of  the  fact  that  experience  will  demonstrate 
that  some  of  the  $1.7  billion  that  has  already  been  certified,  will  not 
be  required — that  is,  the  probable  ultimate  net  cost  to  the  Govern¬ 
ment  may  not  reach  the  $1.7  billion. 

Title  YII  of  the  act  provides  a  number  of  supplementary  authorities 
which  are  necessary  to  the  exercise  of  the  powers  granted  in  the  pre¬ 
ceding  titles  and,  in  addition,  includes  two  specific  authorizations 
necessary  to  our  mobilization  ])rogram. 

The  voluntary  agreements  authority  of  section  708  provides  a 
mobilization  tool  of  great  im])ortance  for  current  defense  and  for 
wartime  use. 

It  authorizes  an  exemption  from  the  antitrust  laws  for  private  par¬ 
ties  engaged  in  combined  actions  found  to  be  in  the  public  interest  as 
contributing  to  the  national  defense. 

Under  this  authority  there  are  in  force  23  agreements,  20  of  them 
integration  or  production  committees  of  the  Department  of  Defense. 

Committees  consisting  of  all  contractors  with  the  Department  for  a 
particular  military  end  item  are  able,  through  the  exchange  of  in¬ 
formation,  techniques  and  ])rocesses,  to  develop  production  practices, 
standardized  parts  and  other  devices  for  achieving  a  more  efficient 
and  uniform  product  with  greater  economy. 

In  accordance  with  the  1955  amendment  to  section  708,  membei*ship 
on  these  committees  is  being  expanded  to  include  standby  contractors 
and  other  qualified  prospective  2)roducers.  This  will  result  in  a 
broader  base  of  jiroducers  with  information  on  the  standard  jiroduc- 
tion  techniques  develojied  through  the  joint  action  of  the  commit¬ 
tee. 

These  committees  thus  jierform  a  valuable  service  foi’  current  mil¬ 
itary  programs  and  also  ^n'ovide  a  broad  base  for  the  exjiansion  of 
production  which  would  become  immediately  urgent  in  time  of 
war. 

Two  other  agreements,  dealing  with  tanker  cajiacity  and  foreign 
petroleum  suiijily  are  in  the  jirocess  of  amendment  as  a  result  of  tlie 
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Attorney  General's  review  of  all  outstanding  agreements  as  directed 
by  the  1955  amendments. 

In  each  of  these  agreements  the  Attorney  General  found  that  from 
the  antitrust  viewpoint  certain  modilications  Avere  indicated,  and 
after  consultations  Avith  the  interested  agencies  AA^e  Avere  able  to  work 
out  amendments  Avhich  Avould  meet  his  objections  and  yet  provide  a 
mechanism  Avhicli  would  seiu’e  to  achieve  the  important  national  de¬ 
fense  objectives  of  the  agreements. 

Each  of  these  agreements  contains  the  important  defense  proAUsion 
for  a  stepped-up  program  in  time  of  Avar,  a  device  Avhich  AAmuld  per¬ 
mit  the  maximum  ell'ectiA’e  use  of  facilities  and  supplies  coverecl 
the  agreements  on  a  Amluntary  basis  Avithout  the  necessity  for  Gov¬ 
ernment  allocation. 

All  of  the  existing  agreements  haA^e  current  and  Avartime  A^alue  and 
in  the  eATiit  of  trouble  the  need  for  such  agreements  would  undoubted¬ 
ly  increase,  probably  in  more  areas  than  are  presently  authorized  by 
the  law. 

The  1955  amendments  added  a  neAv  subsection  to  section  710  of 
the  act  authorizing  a  program  Avhich  AA-e  believe  to  be  of  tremendous 
importance  as  a  readiness  measure — the  executive  reserve  program. 

In  accordance  Avith  the  proAusions  of  that  subsection  and  of  Execu¬ 
tive  Order  10600,  each  agency  liaAung  mobilization  responsibilities 
is  authorized  to  set  up  and  train  a  resei’A’e  of  persons  from  priA^ate 
life  and  from  Government  to  fill  executiA^e  positions  in  the  Federal 
GoATrnment  in  time  of  mobilization. 

Under  this  program  the  agencies  Avill  select  persons  qualified  to  fill 
iiey  positions  and  Avill  secure  their  agreement,  backed  up  by  their 
employers,  to  be  available  for  service  in  the  eA^ent  of  mobilization. 

Central  rosters  will  lie  maintained  to  provide  general  information 
on  the  program  and  to  avoid  duplication  of  requests  to  participate 
and  excessive  calls  on  any  single  concern. 

Eeservists  aauII  be  trained  in  the  operations  of  the  GoA^ernment  as 
Avell  as  in  the  Avarious  mobilization  ])lans  of  importance  to  their  war¬ 
time  posts  and  Avill  participate  in  test  exercises  similar  to  Operation 
Alert,  in  June  of  1955. 

The  immediate  availability  of  such  a  reserve,  capable  and  informed, 
to  perform  the  many  urgent  administrative  jobs  avouIcI  meet  one  of 
the  most  difficult  problems  of  a  rapid,  full-scale  mobilization. 

In  tins  connection,  iVIr.  Chairman,  I  should  mention  the  authority 
to  hire  consultants  and  experts  on  a  ‘Svithout  compensation”  or  a 
“Avhen  actually  employed”  basis. 

After  its  careful  revieAv  of  this  subject  last  year  the  committee  is 
aware,  I  am  sure,  of  the  importance  of  these  provisions  to  secure  the 
advice  and  experience  of  men  from  the  many  segments  of  the  economy 
Avith  AAdiich  the  mobilization  program  must  deal. 

In  time  of  Avar,  those  men  Avill  be  needed  to  assist  in  carrying  out 
A’arious  parts  of  that  program  and  many  Avill  haAT  to  be  employed 
on  a  similar  basis. 

While  many  peo])le  from  private  life,  inchiding  some  of  the  execu¬ 
tive  resei-Austs,  will  be  Avilling  and  able  to  seiwe  on  a  salary  basis, 
others  Avill  he  unable  to  do  so  and  Ave  should,  of  course,  be  in  a  position 
to  acquire  the  services  of  such  people. 

The  additional  statutory  restrictions  placed  on  such  employment 
by  the  Congress  last  year  haA^e  had  no  adverse  elt'ects  as  far  as  ODM 
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is  concerned  on  onr  ability  to  acquire  or  retain  the  necessary  services 
of  such  persons. 

We  have  curtailed  the  number  of  WOC’s  on  our  rolls  but  that  action 
merely  reflects  our  desire  to  carry  out  the  necessary  administrative 
processing  only  with  respect  to  those  actively  engaged  in  providing 
advice  to  the  agency.  When  and  if  the  occasion  should  again  arise 
for  the  services  of  those  previously  retained  on  the  rolls  in  a  standby 
basis,  the  necessary  processing  can  be  done  then. 

As  I  have  indicated,  the  authorities  now  existing  in  the  act  are 
urgently  needed  for  current  military  and  atomic  energy  programs, 
for  mobilization  planning  activities  including  an  increasing  number  of 
preparedness  programs  and  for  immediate  use  in  the  event  of  full 
or  partial  mobilization. 

The  scope  of  these  programs  and  the  assumptions  upon  which  they 
are  based  clearly  indicate  that  they  must  be  pursued  and  continuously 
levised  for  some  time  to  come — these  are  not  short-range  programs. 

We  believe  that  the  authorities  in  the  act  are  adequate,  for  the  present 
at  least,  and  we  are  requesting  no  amendments  at  this  time. 

We  do  believe,  however,  that  because  of  the  long-range  nature  of  the 
programs  the  act  should  be  extended  for  2  years. 

The  only  other  change  we  are  requesting  is  the  corollary  extension 
for  2  years  of  the  period  of  time  over  which  expansion  contracts  under 
section  303  may  extend. 

Mr.  (diairman,  that  presents  my  opening  remarks  in  support  of  tlie 
bill  which  you  have  introduced  providing  for  the  extension  of  the  act 
for  a  period  of  2  years. 

The  (liiAiRMAN.  Dr.  Flemming,  how  does  the  number  of  employees 
without  compensation  compare  now  with  what  you  had  in  previous 
years  ? 

Dr.  Flemming.  Mr.  Chairman,  we  have  on  our  rolls,  in  the  Office  of 
Defense  Mobilization  at  the  jiresent  time,  64  employees  on  a  wlien- 
actually-employed  basis,  and  65  on  a  without-conqiensation  basis.  In 
other  words,  in  both  categories  we  have  a  total  of  129.  I  don’t  have 
the  figure  available,  Mr.  Chairman,  as  to  what  their  employment  was, 
say,  1  year  ago,  but  I  am  sure  that  it  was  somewhere  around  180. 

But  there  were  a  fair  number  of  persons  who  were  technically  on 
our  rolls  on  a  without-compensation  basis,  but  who  were  not  actually 
being  used  in  a  consultative  or  advisory  capacity  at  that  time. 

So,  after  the  Congress  extended  the  Defense  Production  Act,  with 
the  new  provision,  relative  to  without  compensation,  and  when  actu¬ 
ally  employed  personnel,  we  decided  to  renew  the  appointments  only 
of  those  whom  we  were  actually  using  on  a  consultative  basis  at  that 
time. 

Now,  if  of  course  we  find  need  for  the  services  of  some  of  those 
Tvho  were  on  the  rolls  a  year  ago,  who  are  not  on  the  rolls  at  the  present 
time,  we  will  invite  them  to  become  associated  with  us,  and  of  cour.se 
they  will  be  processed  in  accordance  with  the  amendments  to  the  De¬ 
fense  Production  Act. 

The  Chairman.  Those  men  that  are  on  the  rolls  without  compen¬ 
sation,  have  their  salaries  in  private  enterprise  continued  just  as  they 
existed  before  they  took  that  employment,  is  that  correct? 

Dr.  Flemming.  As  a  ride  that  is  correct,  Mr.  Chairman.  Those  who 
are  on  a  wuthout-compensation  basis  are  simply  reimbursed  at  a  rate 
of  $15  per  diem  for  expenses. 
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The  Chairman.  Do  you  think  it  is  absolutely  essential  to  continue 
that  practice  ? 

Dr.  Flemming.  Mr.  Chairman,  I  do  have  the  same  feeling  relative 
to  their  employment  that  I  had  a  year  ago.  There  is  no  question  in 
our  minds  at  all  but  that  they  are  rendering  us  a  very  valuable  service, 
as  consultants,  in  accordance  with  the  amendments  to  the  act  that  were 
approved  by  the  Congress.  On  policy  matters  they  simply  advise 
someone  else,  who  in  turn  has  the  responsibility  for  taking  the  action, 
aiid  the  person  that  they  adidse  is  a  full-time  employee  of  the  United 
States  Government. 

Mr.  Chairman,  many  of  these  without-compensation  employees,  for 
example,  are  not  with  us  on  anything  approaching  a  full-time  basis. 
Many  of  them  are  simply  members  of  advisory  committees  that  are 
helping  us  and  assisting  us  in  connection  with  some  of  the  problems 
that  confront  the  Office  of  Defense  Mobilization. 

For  example,  we  have  a  science  advisory  committee,  the  chairman  of 
wdiich  is  Dr.  L.  D.  Bridge,  the  president  of  the  California  Institute 
of  Technology.  Many  outstanding  scientists  serve  on  that  committee. 

^Vll  of  the  men  who  serve  on  that  committee  are  either  without  com¬ 
pensation  personnel  or  when  actually  employed  pereonnel.  But  they 
meet  about  once  every  2  months. 

We  have  a  health  resources  advisory  committee,  where  the  personnel 
who  also  fall  within  these  classifications.  They  meet  about  once  a 
month. 

So  offhand,  on  the  when-actually-employed  basis  I  indicated  to 
you  we  had  a  total  of  64.  Only  3  of  those  are  full-time,  and  on 
the  without-compensation  basis  I  indicated  a  total  of  66,  and  I  don’t 
think  more  than  4  or  5  of  these  are  full  time,  possibly  not  that  many. 
Most  of  them  are  intermittent  consultants  to  the  Office  of  Defense 
Mobilization. 

The  Chairman.  Is  their  voice  strong  in  the  adoption  of  policy 
matters  ? 

Dr.  Flemming.  Well,  Mr.  Chairman,  of  course  that  would  vary 
.somewhat  in  terms  of  the  type  of  person  involved.  We  select  them 
because  we  feel  that  they  are  qualified  and  competent  to  give  us  advice 
in  jiarticular  areas,  but  we  recognize  the  fact  that  once  you  make  a  deci¬ 
sion,  you  should  not  say — perhaps  some  do  at  times,  but  you  should 
not  say  that  you  made  the  decision  because  you  got  the  wrong  advice. 
The  full-time  Government  official  should  assume  full  responsibility 
for  the  decision  that  he  makes.  It  is  up  to  him  to  see  to  it  that  he 
gets  the  very  best  kind  of  advice  before  he  arrives  at  that  decision — 
advice  from  various  sources. 

So  I  Avould  say  that  in  the  scientific  field,  for  example,  the  science 
advisory  committee  has  been  extremely  helpful  to  me  as  a  director  of 
the  Office  of  Defense  Mobilization,  in  connection  with  the  discharge 
of  some  of  my  duties  as  a  member  of  the  National  Security  Council, 
for  instance. 

They  likewise  advise  the  President  directly,  and  have  been  helpful 
to  him  in  connection  with  certain  problems  which  have  confronted  us 
in  that  particular  area. 

Becently,  to  give  you  another  illustration  of  the  use  of  the  authority, 
I  felt  the  need — Avell,  let  me  back  up  a  little.  A  little  over  a  year  ago, 
I  felt  that  it  would  be  desirable  to  have  someone  come  in  from  the  out- 
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side  iUid  develop  a  bird’s-eye  view  of  tliis  titaniiun  problem.  I  asked 
Mr.  Harold  Vance,  then  chairman  of  the  executive  committee  of  the 
Stndebaker-Paclcard  Coi’i).,  to  come  in  and  conduct  that  survey  for  me. 
He  did,  and  he  filed  a  very  valuable  report,  one  that  we  have  used 
very  extensively. 

As  you  know,  since  then,  of  course,  IMr.  Vance  has  been  made  a 
member  of  the  Atomic  Energy  Commission. 

Eecently  I  felt  the  need  for  a  similar  study  as  far  as  nickel  is  con¬ 
cerned,  and  I  invited  Dr.  Townsend,  who  is  one  of  the  top  officials  of 
the  Sandia  Corp.,  and  who  is  also  chairman  of  one  of  the  top  advisory 
committees  in  the  National  Academy  of  Sciences,  to  come  in  and  inake 
that  particular  survey.  Tinder  those  circumstances  I  used  this  with- 
out-compensation  authority. 

I  feel  that  an  agency  such  as  ours,  which  is  faced  with  the  necessity 
of  turning  from  one  complicated  type  of  problem  to  another,  must  be 
in  a  jjosition  where  it  can  draw  on  the  services  of  such  persons  from 
time  to  time. 

The  Chair:man.  Some  of  the  decisions  you  make,  in  the  Depart¬ 
ment,  Avould  have  a  benelicial  or  detrimental  effect  on  the  businesses 
of  some  of  the  advisers ;  isn’t  that  true  ? 

Dr.  Fleaeming.  TVell,  IMr.  C’hairman,  it  is  always  difficult  to  gen¬ 
eralize  on  a  matter  of  that  kind,  but  I  can  assure  you  that  in  reaching 
out  for  consultants  to  advise  on  a  ])articular  matter,  that  is  a  problem 
that  we  always  keep  uppermost  in  our  minds,  and  if  we  have  got  a 
highly  conti’ovei'sial  issue  with  which  we  aie  dealing  we  ai’e  not  going 
lo  deliberately  leach  out  and  ask  foi'  advice  on  just  one  side  of  that 
issue. 

Now,  it  may  be  that  in  the  course  of  the  consideration  of  an  issEie 
of  that  kind  we  might  find  it  desirable  to  ask  for  advice  from  people 
that  were  regarded  as  experts  on  both  sides  of  that  particular  issue, 
and  get  tlieii-  contticting  advice  and  lecommendations,  so  that  we 
could  hammer  it  out  and  ai'rive  at  a  conclusion. 

The  Chairman.  How  far  do  you  think  their  personal  interests 
would  affect  jieople  ivho  were  charged  with  giving  you  advice  on  mat- 
tei’S  of  policy  ?  I)o  you  think  they  would  distort  it  entirely  ? 

Dr.  Flemming.  IMr.  Chairman,  my  experience  has  been  that  these 
people  are  brought  into  the  service  of  the  Government  and  are  asked 
to  serve  in  a  particular  capacity,  and  take  the  same  oath  of  office 
that  all  of  us  take.  They  are  certainly  very  anxious,  in  most  instances, 
to  lean  over  backward  in  order  to  make  sure  of  the  fact  that  they  are 
taking  into  consideration  the  bi'oad  public  interest  in  the  advice  and 
recommendations  that  the^y  give  to  us,  and  I  have  not,  as  far  as  my 
own  personal  experience  is  concerned,  run  into  a  contrary  type  of 
situation. 

The  Chairman.  You  haven't  seen  that  influence  actii'e  in  any  of  the 
decisions — that  is,  persoEial  influence? 

Dr.  Fleaiming.  Pardon  me,  JMr.  Chaii-man? 

The  Chairman.  I  say  you  have  not  observed  that  that  influeiu.o 
has  been  very  active  in  any  of  the  decisions  which  have  been  made? 

pr.  FimAiMiNG.  First  of  all,  Mr.  Chairman,  I  think  we  should  again 
point  out  that  under  the  amendments  to  the  act,  none  of  these  without- 
coinpensation  employees,  or  when-actually-employed  employees,  ivho 
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are  employed  under  the  provisions  of  tlie  Defense  Production  Act,  can 
make  any  policy  decision  of  any  kind.  They  are  specifically  pro¬ 
hibited  from  doing  that.  All  they  can  do  is  to  advise  the  fuil-time 
employees  of  the  (lovernment,  and  those  full-time  employees  must 
assume  responsibility  for  the  decisions. 

The  Chairman.  Would  you  ask  them  for  advice  if  you  knew  they 
had  an  interest  which  was  contrary  to  the  interests  of  the  Adminis¬ 
tration  ? 

Dr.  Flemming.  Would  we  ask  them  ? 

The  Chairman.  Yes,  sir;  if  you  knew  from  their  relationship  that 
they  necessarily  had  an  interest  that  was  not  in  conformity  with  the 
be.st  interests  of  the  (Tovernment,  would  you  ask  them  for  advice? 

Dr.  Flemming.  Xo;  normally  you  just  wouldn’t  ask  them  for  ad¬ 
vice  on  that  kind  of  a  pi'oblem,  and  in  most  cases  they  would  be  very 
careful  not  to  otfer  any  advice  on  tliat  kind  of  a  problem.  At  least 
that  has  been  my  experience. 

Tlie  Chairman.  We  pray  not  to  lead  us  into  temptation.  You 
wouldn't  do  that  ? 

Dr.  F  LEMMING.  We  wouldn’t  put  before  them  the  opportunity  for 
temptation. 

The  Chairman.  The  powers  which  you  now  have  and  which  you 
exercise  most  frequently  are  powers  of  allocation  and  priority.  That 
is  the  greatest  part  of  your  power  at  this  time,  is  it  not? 

Dr.  FLEMiiiNG.  Yes,  sir,  iNIr.  Chairman;  as  1  indicated  in  my  state¬ 
ment,  those  authorities  as  incorporated  in  title  I  of  the  act  are  very 
important  in  connection  with  the  current  mobilization  program,  as 
well  as  being  very  important  to  us  in  terms  of  getting  ready  for  the 
possibility  of  general  mobilization. 

The  Chairman.  Tell  us  something  about  the  purchase  program,  for 
the  storage  of  strategic  materials.  Haven't  you  a  metals  purchasing 
program  ? 

I)r.  Flemming.  Yes,  sir. 

Mr.  Chairman,  I  am  sure  you  are  referring  to  the  program  that  we 
carry  on  under  the  provisions  of  the  Strategic  and  (h-itical  Materials 
Stockpiling  Act. 

The  Chairm.vn.  Yes,  sir. 

Dr.  F  LEM3IING.  That  is  carried  on  under  another  act  passed  by  the 
Congress. 

1  can  state  to  the  committee  that  our  general  situation  is  this :  We 
have  on  our  list  of  strategic  and  critical  materials  to  be  stockpiled 
about  74  materials  at  the  jiresent  time. 

In  connection  with  those  materials  we  have  two  types  of  objectives — 
a  minimum  stock])ile  objective,  and  a  long-term  stockpile  objective. 

The  minimum  stockpile  objective  is  set  by  taking  our  military  re¬ 
quirements  as  furnished  by  the  Department  of  Defense,  our  defense  or 
war-supporting  requirements  as  furidshed  by  agencies  such  as  the 
Department  of  Commerce,  and  the  requirements  of  a  rockbottom 
civilian  economy,  and  then  balancing  the  total  re<juirements  picture 
over  against  the  supply  picture. 

In  determining  available  supply,  we  take  into  consideration,  of 
course,  what  would  be  available  from  domestic  sources,  and  then  we 
also  take  into  consideration  what  would  be  available  from  foreign 
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sources,  discouniinf?  those  supplies  from  foreign  sources  by  a  percent¬ 
age  that  is  worked  out  following  advice  from  the  Joint  Chiefs  of 
Staff  and  the  Secretary  of  State. 

Then,  after  we  have  balanced  the  requirements  ovei-  against  the 
supply  in  that  manner,  we  determine  what  the  gap  would  be  over  a 
o-year  emergency  period,  and  that  gap  becomes  our  minimum  stock¬ 
pile  objective. 

In  the  case  of  the  long-term  stockpile  objective,  the  President 
directed  us  to  set  those  long-term  objectives  by  discounting  our  foreign 
sources  of  supply  100  percent,  except  in  the  case  of  Canada,  Mexico, 
and  a  few  other  countries  very  close  to  this  countiw,  and  then  he  said 
that  wherever  the  long-term  objective  exceeded  our  minimum  stockpile 
objective,  that  we  should  proceed  fi’om  the  minimum  .stockpile  objec¬ 
tive  to  the  long-term  stockpile  objective  at  times  when  we  could  acquire 
the  materials  at  prices  that  were  favorable  to  the  Government,  and 
at  times  when  by  acquiring  the  materials  we  could  help  to  bolster  up  or 
strengthen  the  domestic  production  activities,  or  the  domestic  mobili¬ 
zation  base. 

Our  minimum  stockpile  objectives — the  value  of  our  minimum 
stockpile  objectives — is  about  $7,80(),()()0,000.  We  actually  have  on 
hand  at  the  present  time  about  $6,100,000,000. 

The  value  of  our  long-term  stockpile — that  is,  if  we  take  into  con¬ 
sideration  both  the  minimum  stockpile  objective  and  the  long-term 
stockpile  objective,  the  overall  objective  is  about  $11,200  million,  and 
as  against  that  long-term  objective  we  have  on  hand  at  the  present 
time  around  $7  million  worth. 

I  am  quoting  those  ffgures  from  memory  and,  Mr.  Chairman,  of 
course,  I  would  like  to  have  the  opportunity  of  correcting  them  for 
the  record. 

The  CiiAiioiAN.  You  may  do  so. 

Dr.  Feem^ming.  There  is  someone  here  who  can  check  my  memory 
right  now  and  if  I  am  wrong,  I  can  correct  the  ffgures  immediately. 

In  an}’  case  we  have  made  substantial  progress  in  the  direction 
of  achieving  both  our  minimum  and  our  loug-term  stockpile  objective, 
and  of  course  we  are  continuing  to  pursue  that  program. 

Now,  we  acquire  those  materials  in  two  ways : 

In  many  instances  we  acquire  them  by  authorizing  and  directing 
the  General  Services  Administration  to  go  out  into  the  open  market 
and  to  enter  into  contracts  for  the  materials  to  bring  them  in  and  put 
them  into  our  stockpile. 

In  other  instances,  of  course,  we  acquire  materials  under  the  ma¬ 
terials  expansion  programs  that  have  been  authorized  under  the 
Defense  Production  Act,  and  under  the  Defense  Production  Act,  when 
those  materials  are  acciuired,  the  Government  can  either  use  them 
or  resell  them.  If  we  have  any  room  in  our  stockpile — in  other 
words,  if  we  have  not  achieved  our  stockpile  objectives — we  take  the 
materials  that  are  acquired  under  the  expansion  contracts  of  the 
Defense  Production  Act  and  transfer  them  to  the  stockpile,  and  then 
Ave  use  stockpile  funds  to  reimburse  the  revolving  fund  of  the  Defense 
Production  Act,  and  a  fair  percentage  of  the  materials  that  are 
now  in  the  stockpile  have  been  acquired  in  that  particular  way. 
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Mr.  Chairman,  that  is  just  a  brief  summary  of  the  situation  in  that 
area. 

The  Chairman.  What  part  of  the  stockpile  has  been  produced 
domestically? 

Dr.  Flemming.  I  couldn’t  answer  that  from  memory,  and  of  course 
it  varies  from  material  to  material.  I  can  get  that  figure,  Mr.  Chair¬ 
man. 

The  Chairman.  I  mean  generally,  overall. 

Dr.  Flemming.  It  would  be  difficult  for  me  to  estimate  on  an  over¬ 
all  basis  because  it  varies  so  sharply.  For  example,  in  the  case  of 
nickel  we  have  to  acquire  virtually  all  of  it  from  outside  this  country. 
IVe  just  don't  have  much  in  this  country. 

In  the  case  of  lead  and  zinc,  for  example,  as  we  acquire  lead  and 
zinc  against  our  long-term  stockpile  objective,  we  acquire  only  newly 
mined  domestic  materials.  We  just  won’t  take  it  from  abroad  at  all, 
because  we  feel  that  the  program  should  contribute  to  a  strengthen¬ 
ing  of  the  domestic  mobilization  base. 

The  Chairman.  Plow  do  the  jirices  you  have  had  to  pay  for  ma¬ 
terials  compare  Avith  current  market  prices  at  the  time  you  purchased 
them  ? 

Dr.  Flemming.  Again,  Mr.  Chairman,  that  varies.  Where  the 
General  Services  Administration  purchases  on  the  market,  of  course, 
they  acquire  at  the  market  price. 

Some  of  the  expansion  contracts  entered  into  under  the  Defense 
Production  Act  made  provision  for  acquiring  the  materials  at  a  so- 
called  premium  price. 

Again,  I  could  giA^e  an  overall  figure  on  that,  or  I  could  give  a 
breakdoAvn,  material  by  material.  That  information,  Avhen  you  break 
it  doAvn  material  by  material,  of  course  is  classified.  It  is  contained, 
however,  in  the  classified  report  on  the  stockpile  program  that  Ave  file 
periodically  Avith  the  Congress.  We  file  that  eA^ery  6  months,  Mr. 
Chairman,  Avith  the  Vice  President  and  Avith  the  Speaker  of  the 
House.  I  am  not  sure  just  Avhat  distrilnition  the  classified  report  re- 
ceiATS  Avithin  the  Congress  itself,  but  Ave  do  file  it  every  6  months,  and 
it  is  a  very  detailed  statement  or  just  Avhat  Ave  are  doing  in  connection 
Avith  each  material. 

The  Chairman.  And  you  are  satisfied  Avith  the  act  as  it  now  stands? 

Dr.  Flemming.  Mr.  Chairman,  we  are.  We  are  simply  asking  for 
the  tAvo  time  extensions  that  I  i-eferred  to  in  my  testimoy. 

The  Chairman.  And  you  don’t  Avant  any  of  the  powers  you  had 
previously  restored  ? 

Dr.  Flemming.  No,  Mr.  Chairman,  we  are  perfectly  satisfied  with 
the  poAvei's  that  are  contained  in  the  act  at  the  present  time. 

The  Chairman.  That  is  rather  an  unusual  attitude  in  the  Ad¬ 
ministration. 

Dr.  Flemaiing.  Well,  Mr.  Chairman,  we  feel  that  Ave  can  do  the 
job  that  the  Congress  and  the  President  expect  us  to  do  under  the 
existing  authorities.  At  any  time  that  Ave  feel  they  are  deficient,  of 
coui-se,  Ave  knoAv,  from  the  attitude  that  you  and  the  other  members 
of  this  committee  have  adopted,  that  you  Avill  be  perfectly  Avilling  to 
haAT.  us  appear  before  you,  on  rather  sliort  notice,  and  indicate  to  you 
just  Avhat  our  situation  is,  and  Ave  feel  sure  of  the  fact  that  if  we 
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needed  sometliinp:  additional  in  order  to  carry  on  the  security  pro¬ 
gram  of  the  Nation,  tliat  this  committee  would  take  affirmative  action. 

The  Chairman.  There  is  no  doubt  about  that.  We  would  be  glad 
to  have  you  come  in  at  any  time  if  you  thought  you  needed  additional 
powers. 

Dr.  Flemjiino.  Thank  you,  Mr.  Chairman. 

]\[r.  Chairman,  could  1  at  tliis  time  give  those  figures  again  on  the 
status  of  the  stockpile? 

At  the  present  time,  oui-  minimum  stockpile  objective  is  $6,900,000,- 
000.  I  think  I  said  $7  billion.  We  have  inventory,  or  on  order,  at 
the  present  time,  $51/2  billion  of  materials  that  can  be  counted  towards 
the  minimum  stockjiile  objective. 

As  far  as  our  long-term  stockpile  objectives  are  concerned,  over  and 
above  the  minimum  stockpile  objective,  those  objectives  are  $4,300,- 
000,000.  We  have  on  hand  or  on  order,  $1,300,000,000. 

r>ut  then  if  you  will  telescope  the  two  figures,  to  get  the  overall  pro¬ 
gram,  our  ovei-all  object! re,  both  the  minimum  and  the  long  term,  is 
$11.::200,000,000.  "We  have  on  hand,  against  that  overall  objective, 
$6,800,000,000  worth.  That  is  based  on  the  current  market  prices. 
Of  course,  iSIr.  Chairman,  as  you  and  the  other  members  of  the  com¬ 
mittee  appreciate,  that  fluctuates  rather  rapidly,  particularly  when 
copper,  for  example,  starts  to  move  up,  as  it  has  in  recent  months; 
of  course  that  in  turn  increases  tlie  value  of  the  material  in  the 
stockpile,  and  also  has  the  effect  of  pushing  our  objective  up  to  some 
extent. 

But  that  is  the  overall  status  of  the  stockpile  at  the  present  time. 

The  Chairman.  What  are  the  most  important  strategic  materials 
that  are  stock])iled? 

Dr.  Flemming.  Well,  Mr.  Chairman,  just  to  pick  two  of  them  at 
the  present  time,  I  woidd  say  nickel  ami  copper  are  extremely  im¬ 
portant.  And  of  course  aluminium  is  important  although  we  are 
now  in  a  position  where  we  have  acquired  all  we  need  to  acquire 
for  the  aluminum  stockpile. 

The  Chairman.  AVhat  strategic  materials  that  are  essential  are 
not  produced  in  the  United  States  at  all  ? 

Dr.  Flemming.  Nickel  is  one  of  our  best  illustrations,  although 
it  isn’t  fair  to  say  that  no  nickel  is  produced  in  the  United  States. 
Small  amounts  are  now  being  produced  in  the  State  of  Oregon. 

But  outside  of  that,  all  of  it  comes  from  outside.  Another  good 
illustration  is  tin.  That  comes  entirely  from  outside  this  country. 
Natural  rubber  comes  entirely  from  outside  this  country. 

The  Chairman.  We  never  have  iiroduced  any  tin,  have  we  ? 

Dr.  Flemming.  Congressman  Brown,  as  chairman  of  the  Joint 
Committee  on  Defense  Production,  knows  that  some  efforts  were 
made  along  that  line  in  Alaska.  That  was  a  matter  of  rather  exten¬ 
sive  hearings  a  coiqde  of  years  ago.  But  outside  of  that,  no. 

The  Chairman.  Mr.  Brown - 

Mr.  Brown.  Doctor,  I  want  to  congratulate  you  on  the  splendid 
statement  you  have  made.  Your  responsibilities  are  many  and  1 
think  y(ui  have  the  biggest  job  in  the  (rovernment,  and  in  my  opinion 
you  have  made  good. 


DEFENSE  PRODUCTION  ACT - 195  6  13 

Dr.  Flemming.  Thank  you.  1  appreciate  tlnit,  Congressman 
Ik’own.  I  appreciate  it  very  much. 

The  Chairman.  Are  there  questions? 

Mr.  Talle.  Mr.  Chairman - 

The  CuAiKMAN.  Dr.  Talle - 

iMr.  Talle.  Thank  you,  iNIr.  Chairman. 

I  M’ill  not  ask  any  questions  at  this  time,  but  I  want  to  compliment 
you.  Dr.  Flemming,  on  your  excellent  testimony. 

Dr.  Flemming.  Thank  yon,  sir. 

Mr.  Patman.  JNIr.  Chairman - 

The  Chairman.  Mr.  l^atman - 

Mr.  Patjian.  Dr.  Flemming,  last  year  you  testitied,  in  July  of 
1955,  and  I  asked  you  to  insert  certain  information  in  the  record. 
Commencing  at  page  11,  yon  inserted  in  the  record,  from  the  Execu¬ 
tive  Office  of  the  President,  Office  of  Defense  Mobilization,  under 
date  of  July  15,  1955,  certain  information  about  the  people  working 
without  compensation.  That  information  covers  four  or  live  pages. 
M"ill  you  bring  that  infoianation  uj)  to  date? 

Dr.  Fle3ijiing.  I  ivill  be  very  happy  to,  Mr.  Patman. 

1  think  it  would  be  much  more  satisfactory  from  your  point  of  view, 
and  probably  easier  to  handle  administratively,  if  we  simply  provided 
the  information  as  to  the  persons  that  are  on  the  rolls  on  a  without- 
compensation  basis,  say,  as  of  this  date. 

.Air.  Patm.vn.  That  is  right,  and  note  any  changes  in  the  list  that 
was  put  in  last  year.  In  other  words,  if  certain  ones  are  off  novy  indi¬ 
cate  that.  If  aclditional  ones  have  been  put  on,  indicate  the  additional 
ones. 

Dr.  Flemming.  AA"e  will  be  very  happy  to  do  that. 


Executive  Office  of  the  President,  Office  of  Defense  Mobilization 
The  following  person  has  received  a  without  compensation  appointment  under  Executive  Order  No.  10647  and  serves  on  a  full-time 
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Mr.  Patman.  Mr.  Chairman,  will  you  have  Secretary  Weeks  before 
the  committee? 

The  Chairman.  We  have  asked  him  to  appear  before  us. 

Mr.  Patman.  All  right. 

The  other  lists  were  supplied  by  Secretary  Weeks  and  I  will  ask  him 
to  supply  them. 

Now,  br.  Flemming,  recently,  did  not  the  President  issue  an  Execu¬ 
tive  order  concerning  the  use  of  men  in  private  industry  in  Goveim- 
ment  through  a  reserve  system  such  as  you  have  outlined  here? 

Dr.  Flem’ming.  Yes,  sir,  Mr.  Patman,  he  issued  an  Executive  order, 
section  710  (e)  of  the  Defense  Production  Act,  as  passed  in  1955, 
Avhich  provides  that  the  President  is  further  authorized  to  provide 
for  the  establishment  and  training  of  a  nucleus  executive  reserve  for 
employment  in  executive  positions  in  Government  during  periods  of 
emergency.  Members  of  this  executive  reserve  who  are  not  full-time 
Government  employees  may  be  allowed  transportation,  and  not  to 
exceed  $15  per  diem,  in  lieu  of  subsistence  while  away  from  their 
homes  or  regular  places  of  business  for  the  purpose  of  participating  in 
the  executive  reserve  training  program. 

The  President  is  authorized  to  provide  by  regulations  for  the  ex¬ 
emption  of  such  persons  Avho  are  not  full-time  GoA^ernment  employees, 
from  the  operation  of  section — and  so  on. 

Mr.  Patman.  I  am  not  questioning  the  authority. 

Dr.  Flemaiing.  He  issued  the  order  under  that  section. 

Mr.  Pataian.  That  is  the  question  1  am  asking.  If  he  did  not  issue 
the  order. 

Dr.  Fleaiaiing.  That  is  correct. 

Mr.  Pataian.  Do  you  liaA^e  a  copy  of  the  order  ? 

Dr.  Fleaiaiing.  I  do  not  happen  to  have  it. 

Mr.  Pataian.  Will  you  place  a  copy  in  the  record  ? 

Dr.  Fleaiaiing.  I  Avill  be  happy  to,  and  if  you  like  I  will  also  place 
in  the  record  a  copy  of  a  Defense  Mobilization  order  that  I  issued 
under  the  authority  of  the  ExecutiA^e  order. 

Mr.  Pataian.  Yes,  sir,  I  Avish  you  Avould. 

Dr.  Fleaiaiing.  Very  well. 

[Immediate  release — James  C.  Hagerty,  press  secretary  to  the  President] 

The  White  House,  February  IG,  1956. 

The  President  has  signed  an  Executive  order  providing  for  the  establishment 
of  a  national  defense  executive  reserve  to  be  composed  of  persons  selected  and 
trained  for  employment  in  executive  positions  in  the  Federal  Government  during 
periods  of  emergency.  The  creation  of  a  civilian  reserve  of  this  kind  was  author¬ 
ized  by  section  8  of  the  195,5  amendments  of  the  Defense  Production  Act  of  1950. 

The  order  requires  the  Director  of  the  Office  of  Defense  Mobilization  to  institute 
and  administer  the  program  and  coordinate  the  establishment  of  executive  re¬ 
serve  units  in  various  Federal  agencies. 

Under  the  order,  agencies  designated  by  the  ODM  Director  would  have  author¬ 
ity  to  select  persons  from  private  life  and  from  the  Government  to  serve  in  such 
units.  Selection  and  ti’aining  of  the  executive  reservist  would  be  carrier  out  in 
accordance  with  I'egulations  and  standards  set  up  by  ODM. 

Activities  of  persons  by  reason  of  their  designation  as  reservists  under  the 
order  are  not  to  include  action  or  advice  on  any  matter  pending  before  an  agency. 
The  order  exempts  reservists  from  the  conflict  of  interest  statutes  only  with 
respect  to  their  mobilization  training  activities. 

The  act — section  710  (e)  of  the  Defense  Production  Act,  as  amended — permits 
members  of  the  executive  I’eserve  who  are  not  full-time  Government  employees 
to  receive  tran.sportation  and  not  to  exceed  ,$15  per  diem  in  lieu  of  subsistence 
while  away  from  their  homes  or  regular  places  of  business  for  the  purpose  of 
participating  in  the  executive  reserve  training  program. 
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Executive  Order  10660 

Providing  for  the  Establishment  of  a  National  Defense  Executive  Reserve 

By  virtue  of  the  authority  vested  in  me  by  the  Constitution  and  laws  of  the 
United  States,  including  sections  703  (a)  and  710  (e)  of  the  Defense  Production 
Act  of  1950,  as  amended  (50  U.  S.  C.  App.  2153  (a)  ;  2160  (e) ),  and  as  President 
of  the  United  States,  it  is  hereby  ordered  as  follows ; 

Section  1.  There  is  hereby  established  in  the  executive  branch  of  the  Gov¬ 
ernment  a  national  defense  executive  reserve  to  be  composed  of  persons  selected 
from  various  segments  of  the  civilian  economy  and  from  government  to  be  trained 
for  employment  in  executive  positions  in  the  Federal  Government  during  periods 
of  emergency. 

Section  2.  The  Director  of  the  Office  of  Defense  Mobilization  is  hereby  di¬ 
rected  to  institute  and  administer  the  executive  reserve  program;  to  coordinate 
the  activities  of  other  agencies  in  establishing  units  of  the  reserve ;  to  provide 
for  appropriate  standards  of  recruitment  and  training;  and  to  issue  necessary 
rules  and  regulations  in  connection  with  such  program. 

Section.  3.  The  Director  of  the  Office  of  Defense  Mobilization  in  carrying  out 
his  responsibilities  under  this  order  may  utilize  the  services  of  other  departments 
and  agencies  in  the  maintenance  of  agency  and  centralized  rosters  and  in  the 
development  of  training  programs  and  materials. 

Section  4.  Heads  of  departments  and  agencies  of  the  Government  designated 
by  the  Director  of  the  Office  of  Defense  Mobilization,  after  appropriate  consulta¬ 
tion,  are  authorized  to  establish  units  of  the  executive  reserve  and  to  select  and 
designate  persons  to  serve  as  members  of  the  units. 

Section  5.  Activities  of  persons  by  reason  of  designation  as  executive  reserv¬ 
ists  under  this  order  shall  not  include  acting  or  advising  on  any  matter  i)ending 
before  any  department  or  agency  but  shall  be  limited  to  receiving  training  for 
mobilization  assignments  under  the  reserve  program.  With  respect  to  activities 
as  so  limited,  reservists  who  are  not  full-time  Government  employees  shall  be 
exempt  from  the  operation  of  sections  281,  283,  284,  434,  and  1914  of  title  18, 
United  States  Code,  and  section  190  of  the  Revised  Statutes  (5  U.  S.  C.  99). 

Section  6.  The  director  of  the  Office  of  Defense  Mobilization  shall  report  to  the 
President  annually,  and  at  such  other  times  as  may  be  appropriate,  on  the  prog¬ 
ress  made  in  the  development  and  operation  of  the  executive  reserve  program. 

Dwight  D.  Eisenhower. 

The  White  House,  February  15,  1956. 


I-Gen-DMO-21 
February  23,  1956. 

Executive  Ofbtce  of  the  President,  Office  of  Defense  Mobilization 
DRIVEN SE  mobilization  ORDER-I-21 
Subject :  Providing  for  a  national  defense  executive  reserve 
By  virtue  of  the  authority  vested  in  me  by  section  710  (e)  of  the  Defense 
Production  Act  of  1950,  as  amended,  and  by  Executive  Order  10660,  of  February 
15,  1956,  establishing  a  national  defense  executive  reserve,  and  in  order  to  facili¬ 
tate  the  development  of  the  national  defense  executive  reserve  program  as  part 
of  the  program  for  readiness  for  any  future  mobilization,  it  is  hereby  ordered : 

^  1.  Departments  and  agencies  of  the  executive  branch  having  major  mobiliza¬ 
tion  responsibilities  are  authorized  after  consultation  with  the  Assistant  Director 
for  Manpower,  Office  of  Defense  Mobilization,  to  establish  units  of  the  executive 
reserve,  select  and  designate  members  of  such  units,  and  institute  programs  for 
their  training.  Each  unit  of  the  executive  reserve  shall  be  civilian  and  shall  be 
under  the  supervision  of  the  head  of  the  department  or  agency,  or  an  official 
designated  by  him  and  responsible  to  him  for  the  conduct  of  the  program. 

2.  An  Interagency  Executive  Reserve  Committee  is  hereby  established  to  ad¬ 
vise  the  Director  of  the  Office  of  Defense  Moliilization  on  the  coordination  of 
programs  of  the  several  executive  reserve  units,  so  that  a  reasonable  uniformity 
in  administration,  training  methods,  and  adequacy  of  coverage  of  mobilization 
functions  can  be  assured.  The  chairman  of  this  committee  shali  be  designated  by 
the  Director  of  the  Office  of  Defense  Mobilization.  The  members  shall  be 
appointed  by  the  Assistant  Director  for  Manpower,  ODM,  and  shall  be  from 
among  the  persons  designated  to  direct  the  programs  in  the  participating 
agencies. 
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3.  There  is  also  established  an  advisory  committee  to  the  Director  of  the  Office 
of  Defense  Mobilization  drawn  from  persons  in  private  life  to  assist  him  in  the 
furtherance  of  the  program. 

4.  Members  of  the  reserve  units  shall  be  drawn  as  appropriate  from  all  seg¬ 
ments  of  the  economy,  for  example  from  industry,  agriculture,  labor,  the  profes¬ 
sions,  professional  societies,  and  from  private  and  public  institutions.  They 
may  include  persons  serving  in  government  on  a  full-  or  part-time  basis.  Re¬ 
servists  shall  be  persons  with  broad  experience  in  such  important  functional 
areas  as  production,  manpower,  transportation,  etc.,  and  qualified  to  participate 
in  an  executive  capacity  in  such  areas  in  the  event  of  an  emergency.  The  numbers 
of  reservists  shall  be  limited  to  those  for  which  there  is  a  demonstrable  need  in 
essential  mobilization  functions. 

5.  Each  department  and  agency  shall  be  responsible  for  avoiding  the  issuance 
of  invitations  to  persons  already  in  the  reserve  and  avoiding  excessive  govern¬ 
mental  demands  on  a  single  employer.  To  assist  the  departments  and  agencies 
in  this  responsibility,  a  central  register  of  reserve  members  will  be  maintained 
by  the  Civil  Service  Commission  for  reference.  Each  department  shall  notify 
the  Commission  of  persons  designated  as  members  of  the  reserve. 

G.  Each  member  of  the  reserve  will  be  asked  to  submit  a  statement  of  under¬ 
standing  c-ontaining — 

(1)  A  statement  of  the  reservist’s  willingness  to  attend  a  course  of  train¬ 
ing  at  least  once  a  year  at  Washington  or  regional  points  ; 

(2)  A  statement  of  the  reservist’s  immediate  availal)ility  for  assignment 
in  the  event  of  a  national  emergency  barring  unforeseen  and  overriding 
reasons  to  the  contrary ; 

(3)  The  concurrence  in  (1)  and  (2)  above  of  the  reservist’s  private 
employer,  or  in  the  case  of  a  government  employee,  of  a  responsible  official 
of  his  agency ; 

(4)  A  statement  that  the  reservist  will  notify  the  designating  department 
or  agency  when  his  employment  or  personal  status  changes  in  such  a  manner 
as  to  make  it  unlikely  that  he  would  be  available  for  full-time  service  in  the 
event  of  national  emergency. 

7.  The  degree  of  security  clearance  necessary  for  each  reservist  will  be  deter¬ 
mined  by  the  department  or  agency  involved  in  accordance  with  existing  security 
standards.  The  official  designation  of  executive  reservists  will  be  withheld  until 
such  security  clearance  is  obtained. 

8.  Each  department  and  agency  establishing  a  unit  of  the  reserve  shall  estab¬ 
lish  a  training  program  which  shall  include,  but  not  be  limited  to,  orientation 
sessions ;  continuous  and  up-to-date  information  on  the  government  organization 
and  program  planned  in  the  event  of  mobilization ;  information  to  keep  the 
reservist  fully  abreast  of  developments  in  his  field  which  affect  the  capacity  of 
the  United  States  to  mobilize  its  resources  in  an  emergency.  The  training  pro¬ 
grams  will  be  carried  out  at  Washington  and  regional  levels  and  will  include 
the  actual  participation  in  the  testing  of  mobilization  plans  at  relocation  sites. 
Appropriate  manuals  or  handbooks  shall  be  maintained.  The  Civil  Service  Com¬ 
mission  shall  assist  in  preparation  of  these  materials  as  required. 

9.  With  respect  to  training  activities  under  the  reserve  program,  reservists 
who  are  not  full-time  Government  employees  are  exempt  in  accordance  with  the 
provisions  of  Executive  Order  10660  from  the  operation  of  sections  281,  283,  284, 
434,  and  1914  of  title  18,  United  States  Code,  and  section  190  of  the  Revised 
Statutes  (5  U.  S.  C.  99).  Reservist  training  within  the  meaning  of  this  section 
shall  not  include  advising,  comsulting,  or  acting  on  any  matter  pending  before  the 
department  or  agency  concerned.  In  the  event  that  proper  training  of  the  re¬ 
servist  who  is  not  a  Government  employee  entails  one  or  more  of  such  activities, 
he  shall  lie  appointed  by  such  department  or  agency  under  appropriate  authority, 
including  sections  710  (b)  and  710  (c)  of  the  Defense  Production  Act  of  1950, 
as  amended.  With  resiiect  to  such  activities,  exemption  from  the  operation  of  the 
conflict-of-interest  statutes  will  deiiend  upon  the  provisions  of  the  statute  and 
regulations  under  which  the  appointment  is  made. 

10.  Each  department  and  agency  having  a  unit  of  the  executive  reserve  shall 
report  annually  to  the  Director  of  the  Office  of  Defense  Mobilization  regarding 
the  organization,  training,  and  state  of  readiness  of  its  executive  re.serve  unit, 
indicating  its  size,  composition,  and  representation,  together  with  recommenda¬ 
tions  thereon. 

Office  of  Defense  Mobilization, 
Authttk  S.  Flemming,  Director. 
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Mr.  Patman.  What  disturbs  me,  Dr.  Flemming,  is  this:  Those 
people  whose  names  I  have  seen — I  am  not  attacking  them  or  im¬ 
pugning  their  motives — but  they  are  nearly  all  from  big  business  con¬ 
cerns.  is  that  not  your  understanding  ? 

Dr.  Fu:m5iing.  Well,  Mr.  Congressman,  if  you  take  that  list  that 
Ave  supplied  last  time,  of  course,  I  think  that  you  Avill  find  that  a  fair 
number  come  from  educational  institutions,  from  labor  organizations, 
and  from  other  walks  of  life. 

jNIr.  Patman.  Let’s  keep  it  in  the  category  of  business. 

Dr.  Flemming.  All  right. 

Mr.  Patman.  In  the  category  of  business  they  come  from  big  busi¬ 
ness,  do  they  not;  necessarily  so,  because  the  little-business  man  is  not 
in  a  position  to  leaAT,  his  business  and  come  to  Washington  for  con¬ 
sultations  or  for  other  reasons,  and  he  does  not  liaA^e  a  man  who  can 
step  into  his  shoes,  and  is  not  in  a  position  to  pay  his  expenses  and 
things  like  that,  Avhich  are  ordinarily  required.  Of  course,  in  some 
instances,  I  know  they  get  their  expenses,  but  that  is  a  minor  part. 

Dr.  Flemming.  If  you  are  thinking  in  terms  of  people  coming  in 
and  spending  6  months  or  a  year  or  something  of  that  kind,  I  think 
it  does  present  a  very  real  problem  as  far  as  small-business  men  are 
concerned. 

HoweATT,  if  you  are  thinking  in  terms  of  people  coming  in,  say,  once 
a  month  or  once  every  2  or  3  months,  to  serve  on  an  advisory  committee, 
or  coming  in  as  individuals  to  consult  with  a  particular  department, 
then  I  do  not  think  it  does  present  the  same  problem. 

Mr.  Patman.  It  is  better  for  their  business  though,  to  hav’-e  a  person 
they  do  not  have  to  release  more  than  once  or  2  or  3  months,  and  they 
are  in  a  position  to  get  that  information,  and  in  getting  that  informa¬ 
tion  the  big  man  is  in  a  better  position  than  the  little  man  because 
he  is  in  the  know. 

Do  you  not  think  it  Avould  be  a  better  plan.  Dr.  Flemming,  for  the 
GoA^ernment  to  build  u]i  a  good  career  service,  and  have  people  who 
can  serve  Avith  the  knoAvledge  and  knoAV-hoAV,  and  other  information 
in  time  of  Avar  or  peace,  and  not  be  required  to  mobilize  any  additional 
people  in  the  event  of  war?  Is  that  not  iireferable  to  bringing  in 
jieople  Avho  luiA-e  a  natural  selfish  interest  in  production  and  profits 
and  things  of  that  nature  ? 

Dr.  Flemming.  Congressman  Patman,  I  think  I  would  possibly 
agree  Avith  you  that  from  one  point  of  view  it  might  be  an  ideal  situa¬ 
tion  if  Ave  build  up  a  large  enough  staff  of  career  civil  servants,  so  that 
they  could  take  care  of  any  of  the  duties  and  responsibilities  that  might 
deAmlve  upon  goA^ernment  in  the  event  of  general  mobilization,  but 
frankly  I  do  not  think  the  Government  of  the  United  States  could 
afford  a  program  of  that  kind. 

Then,  as  you  knoAv,  during  World  War  II,  I  seiwed  as  a  member  of 
the  CiAul  Service  Commission,  and  Avas  given  responsibility  by  my  two 
colleagues  for  our  part  in  the  war  program,  so  that  I  lived  rather 
closely  to  that  problem,  and  we  would  not  have  had  a  chance  in  the 
Avorld  of  dealing  Avith  the  World  War  II  problems  if  it  had  not  been 
possible  for  us  to  bring  people  in  from  the  outside.  The  same  thing 
Avas  true  as  far  as  the  Korean  Avar  was  concerned. 

Congressman  Patman,  I  Avould  just  like  to  go  back  into  histoiy  to 
this  extent,  to  show  that  the  problem  that  you  suggest  is  a  A'ery  real 
one,  and  it  is  one  Avhich  has  given  a  great  many  people  pause  OA^er  the 
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period  of  the  last  15  or  20  years,  but  I  think  that  all  of  us  who  have 
worked  on  it  have  finally  come  out  at  the  same  point. 

P^or  example:  In  the  earl}"  days  of  World  War  II,  the  Senate 
Special  Investigating  Committee,  which  was  then  under  the  chair¬ 
manship)  of  former  President  Truman,  went  into  this  problem  very 
exhaustively,  and  they  tiled  a  report,  which  was  rather  critical  of 
the  way  in  which  the  administration  was  bringing  in  what  we  then 
called  dollar-a-year  men.  We  did  not  call  them  “without-compen- 
sation”  people  at  that  time,  but  “dollar-a-year'’  men.  And  1  know 
many  of  us  who  were  working  on  the  personnel  piroblems  at  that  time 
were  sympathetic  with  the  approach  that  was  taken  by  the  com¬ 
mittee,  but  as  our  program  stepped  up)  we  found  that  it  was  abso¬ 
lutely  essential  to  bring  in  the  so-called  dollar-a-year  men. 

When  the  Defense  Production  Act  was  first  passed,  following  the 
outbreak  of  hostilities  in  Korea,  Congress  inserted  a  ])rovision  which 
made  it  piossible  to  bring  in  the  without-compiensation  people,  and 
to  exempt  them  from  the  conflict-of-interest  statute.  That  provision 
in  the  Defense  Production  Act,  however,  called  for  an  Executive 
order,  and  it  is  my  understanding  that  the  then  President  Truman, 
recalling  the  investigation  that  he  had  conducted  in  the  early  days  of 
World  War  II,  was  reluctant  to  have  the  Government  in  a  piosition 
where  it  was  empiloying  a  great  many  pieopile  on  a  without-compiensa- 
tion  basis,  and  exempiting  them  from  the  conflict-of-interest  statute. 
However,  he  decided,  from  a  management  pioint  of  view,  that  it  was 
absolutely  essential  to  have  their  services,  and  so  he  did  issue  the 
Executive  order. 

Now,  Mr.  Congressman,  it  seems  to  me,  as  I  look  back  over  the  World 
W  ar  II  period,  and  as  I  look  back  over  the  p)ost-Korea  ])eriod,  and 
as  I  look  back  over  the  pieriod  of  the  last  3  years,  that  the  record 
that  has  been  made  by  those  who  have  come  in  and  who  have  served 
on  a  dollar-a-year  basis  or  a  without-compiensation  basis,  under  three 
administrations  now,  has  been  an  outstanding  record. 

They  have  come  in,  ofttimes  at  real  sacrifice — because  I  do  not 
care  what  yon  say  about  a  man  continuing  to  draw  his  same  salary,  he 
may  draw  his  same  salary  but  after  he  has  pint  in  a  year  or  two  down 
here,  and  goes  back,  he  will  find  that  the  vacancy  that  his  de])arture 
created  has  pirobably  been  filled,  and  his  career,  within  his  own  busi¬ 
ness  or  industry  or  within  his  own  organization,  or  within  his  own 
educational  institution,  may  suffer  very  definitely  as  a  result  of  the 
service  that  he  has  rendered.  So  I  do  not  think  that,  basically, 
people  are  furthering  any  selfish  interests  when  they  come  down  and 
serve  in  that  capiacity. 

But  their  employment,  their  actions,  have  been  subject — and  very 
jiroperly  so — to  very  careful  scrutiny  on  the  piart  of  committees  of 
Congress,  now,  over  a  pieriod  of  15  to  20  years,  and  here  and  there 
a  record  has  beeii  developied  which  shows  that  someone  has  not  used 
the  best  judgment,  thinking  in  terms  of  the  interests  of  the  piublic 
as  a  whole.  But  when  you  think  of  the  thousands  and  tens  of  thou¬ 
sands  who  have  been  empiloyed  under  those  piarticular  regulations, 
and  when  you  think  of  the  fact  that  in  the  judgment  of  everyone  who 
knew  them,  they  rendered  outstanding  service  to  their  Nation,  and 
when  you  think  of  the  fact  that  very  few  have  piroved  to  be  faithless 
to  their  p:)ublic  trust,  I  would  say  that  the  executive  branch  and  the 
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legislative  branch  working  together — and  that  is  what  they  have 
had  to  do,  it  has  been  a  joint  partnership  proposition,  between  the 
executive  and  legislative  branch — have  done  a  superb  job  of  making- 
available  highly  competent  technical  personnel  to  the  Government,  at 
a  very  critical  period  in  the  history  of  our  Nation. 

They  could  not  have  functioned  if  they  did  not  have  back  of  them 
some  very  fine  career  civil  servants,  and  as  you  know,  I  am  one  of 
those  who  believe  that  we  should  do  everything  we  possibly  can  to 
strengthen  our  career  civil  service,  and  that  everything  we  do  along 
that  line  in  the  long  run  is  going  to  pay  dividends. 

But  I  would  say  that — and  this  is  a  generalization  subject  to  excep¬ 
tions — but  I  would  say  that  on  a  percentage  basis — if  you  want  to 
look  at  it  just  negatively,  the  percentage  of  those  who  have  failed,  or 
who  have  proved  faithless  to  a  public  trust,  among  those  who  have 
served  on  a  without-compensation  basis,  is  no  greater  than  the  per¬ 
centage  of  those  who  have  proved  faithless  to  a  public  trust  and  who 
have  been  serving  on  a  full-time  basis  and  been  paid  a  regular  Govern¬ 
ment  salary. 

It  seems  to  me  that  the  nature  of  the  conditions  surrounding  the 
employment  is  not  the  key  to  it.  The  key  to  it  is  the  character  of  the 
person  brought  in,  whether  he  is  brought  in  as  a  without-compensation 
employee,  or  as  a  career  civil  servant,  or  a  person  appointed  by  the 
President  and  confirmed  by  the  Senate.  And  every  now  and  then  we 
make  a  mistake,  all  of  us,  in  employing  people,  whether  it  be  for  the 
Government  or  for  other  types  of  operations,  we  make  a  mistake  in 
evaluating  character,  and  then  we  have  to  correct  the  situation. 

But  on  the  whole,  I  think  that  the  executive  branch  and  the  legisla¬ 
tive  branch,  working  together  as  they  have,  from  World  War  II,  right 
down  to  the  present  time,  have  done  a  superb  job  in  making  it  possible 
for  this  type  of  person  to  come  in  and  render  what  in  my  judgment  is 
an  outstanding  service  to  the  country. 

Mr.  Patman.  Well,  Dr.  Flemming,  I  did  not  interrupt  you  because 
I  wanted  you  to  put  your  whole  case  on  the  table,  and  you  have  put 
up  a  good  defense  for  these  dollar-a-year  men,  we  will  call  them,  in 
time  of  war,  and  I  am  in  accord  with  every  word  you  say,  but  every¬ 
thing  you  said  was  based  upon  patriotism  in  time  of  war. 

The  concern  I  have  is  continuing  this  same  policy  in  time  of  peace, 
and  giving  large  concerns  whose  representatives  do  not  have  that 
patriotic  urge,  in  time  of  peace,  which  they  would  have  in  time  of  war, 
the  opportunity  to  continue  on  the  same  policy,  and  naturally  obtain 
the  planning  schedules  and  programs  of  the  Government.  They  just 
naturally  find  out  what  the  Government  is  going  to  do,  they  just  natu¬ 
rally  get  tips  on  things  which  they  would  not  get  otherwise.  They 
secure  knowledge  and  information  which  they  would  not  obtain  other¬ 
wise,  and  those  who  are  fortunate  enough  to  be  in  those  positions,  and 
represent  certain  companies,  naturally  have  a  great  advantage  over 
those  companies  who  do  not  have  representatives  connected  with  the 
Government. 

I  just  wonder  why  it  would  not  be  better.  Dr.  Flemming,  for  you  to 
just  consult  with  whoever  you  want  to  consult  with  every  time,  rather 
than  be  tied  down  to  a  certain  committee  representing  certain  com¬ 
panies  every  time.  Wliy  could  not  you.  Dr.  Flemming,  go  out  and, 
through  your  agents,  make  your  own  personal  investigation,  talk  to 
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little-business  men,  big-business  men,  in  all  categories  and  sizes,  rather 
than  be  tied  down  to  a  select  coimnittee?  Wliat  do  you  say  in  answer 
to  that  specific  question  ?  Could  not  you  do  the  job  as  well  if  you  wei’e 
privileged  to  get  out  and  make  your  own  investigation  on  any  par¬ 
ticular  point  that  you  wanted  to  cover,  as  you  would  if  you  had  a  tied 
down,  select  committee  to  confer  with  ? 

Dr.  Flemming.  My  answer  to  that.  Congressman  Patman,  is,  no.  I 
do  not  think  it  is  a  case  of  either  or,  I  think  it  is  a  case  of  both  and. 
Actually,  of  course,  the  advisory  committees  to  which  I  have  referred, 
I  think  probably  are  a  little  different  type  of  committee  than  you  have 
in  mind.  I  think  your  questions  are  directed  more  to  the  type  of  com¬ 
mittee  that  advices  the  BDSA  of  the  Department  of  Commerce  in 
connection  with  the  discharge  of  their  duties. 

For  example,  the  Science  Advisory  Committee  to  which  I  have  re¬ 
ferred,  is  one  illustration.  The  health  resources  advisory  committee 
is  another  illustration.  A  labor-management  manpower  committee, 
made  up  of  representatives  of  both  labor  and  management - 

Mr.  Patman.  I  think  you  answered  my  question  when  you  gave  a 
categorical  no. 

Dr.  Flemming.  Yes,  sir. 

Mr.  Patman.  Although  I  like  to  hear  you  speak,  you  are  a  very  in¬ 
teresting  speaker  and  you  are  very  logical  in  your  approach  and  make 
a  good  argument.  I  just  have  to  ask  these  questions  or  I  will  not  get 
them  out  of  my  system. 

Dr.  Flemming.  All  right.  Congressman,  I  will  be  happy  to  have 
you  do  it. 

Mr.  Patman.  Take  the  nickel  committee.  WHio  is  your  advisory 
committee  on  that  ? 

Dr.  Flemming.  I  do  not  have  an  advisory  committee  on  nickel. 

Mr.  Patman.  What  do  you  do  when  you  want  to  advise  on  nickel  ? 

Dr.  Flemming.  As  I  explained  earlier,  I  did  feel  the  need  for  some 
special  advice  within  the  past  few  weeks  or  months,  rather,  and  con¬ 
sequently  I  brought  in,  as  a  special  consultant,  under  the  authority 
of  the  Defense  Production  Act,  Mr.  Townsend,  who  is  one  of  the  top 
officials  of  Sandia. 

Mr.  Patman.  All  right.  You  have  answered  my  question,  you  do 
not  have  an  advisory  committee  on  nickel  and  you  had  a  special  occa¬ 
sion  and  you  called  Mr.  Townsend  in.  You  testified  to  that  a  while 
ago.  I  am  satisfied  with  that  answer. 

Now,  do  you  have  an  advisory  committee  on  practically  every  stra¬ 
tegic  material  ? 

Dr.  Flemming.  We  do  not  have  any  advisory  committees  in  the 
materials  filed  with  the  one  exception  of  titanium.  We  do  have  a 
special  advisory  committee  in  that  area,  made  up  of  one  Government 
official — -well,  made  up  of  more  than  one,  one  is  Assistant  Secretary 
Wormser  of  the  Department  of  the  Interior,  and  then  also  Assistant 
Secretary  Pike  of  Supply  and  Logistics  from  the  Department  of  De¬ 
fense,  and  a  Dr.  Kellogg,  who  is  a  professor  in  the  school  of  engineer¬ 
ing  at  Columbia  University,  and  one  person  from  outside  whose  name 
escapes  me.  Dr.  A.  J.  Phillips,  I  am  told,  of  American  Smelting  &  Ke- 
fining.  That  is  the  only  materials  advisory  committee  that  I  have  in 
ODM. 

Mr.  Patman.  And  I  find  myself  in  accord  with  every  word  you  say 
about  wartime.  But  I  do  shudder  to  think.  Doctor,  that  there  is  a 
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possibility  of  people  moving  in  on  onr  Government  in  time  of  peace 
and  g:etting  the  benefit  of  all  the  Government’s  iilans  and  programs, 
and  inside  information,  and  using  that  information  in  a  selfish  way. 

You  know  selfishness,  I  think,  in  addition,  to  self-interest,  I  think 
even  selfishness,  to  an  extent,  enters  into  our  private  enterprise  system. 
We  just  cannot  help  it.  And  whenever  we  let  people  go  into  our 
Government  and  know  everything  that  is  going  on,  what  is  likely  to 
be  produced,  what  is  likely  to  be  considered  a  critical  material,  what 
is  likely  to  be  done  in  purchasing  that  material — all  the  plans  and  pro¬ 
grams, ^it  seems  to  me  a  very  dangerous  thing  in  time  of  peace. 

I  am  not  criticizing  big  business.  They  served  a  good  pui-pose  in 
time  of  war.  They  furnished  the  know-how,  and  they  did  us  a  great 
service,  and  I  commend  them  for  it.  I  am  not  criticizing  any  concern 
just  because  it  is  big.  I  am  only  criticizing  them  when  they  use  that 
size  and  weight  to  the  detriment  of  the  public  and  to  the  detriment 
of  their  small  competitors,  and  certainly  people  who  work  for  concerns 
are  loyal  to  those  concerns. 

I  think  a  person  working  for  a  big  corporation  will  probably  do 
things  that  he  himself  would  not  do  at  all,  that  he  would  consider 
unethical  or  wrong,  but  working  for  somebody  else  and  not  doing  it 
for  himself,  I  think  sometimes  they  are  prone  to  do  things  for  the 
large  concern  or  small  concern  they  are  working  for  that  they  would 
not  do  for  themselves  at  all,  because  they  would  think  it  wrong.  And 
that  is  because  they  are  loyal  to  that  concern.  They  want  to  do  every¬ 
thing  possible  to  further  the  interest  of  that  concern. 

Tlien  you  put  a  person  like  that  in  the  Government  and  give  him  all 
these  advantages — I  think  it  is  just  too  much  to  expect  our  private  en¬ 
terprise  system  to  survive,  and  it  looks  to  me  right  now  as  though  big 
business  is  moving  in  on  our  Government  and  taking  charge.  I  am 
not  criticizing  anyone  who  takes  the  opposite  view.  You  take  the  view 
it  is  helpful  to  the  Government.  I  have  no  right  to  criticize  you.  I 
certainly  do  not  camdemn  you  for  your  views.  You  have  as  much  right 
to  them  as  I  have.  But  I  think  it  is  a  dark  day  in  our  Government 
when  big  business  has  moved  in  in  important  places  and  is,  you  might 
say,  running  the  Government,  directing  its  policies,  knowing  what  the 
Government  is  going  to  be  doing  in  the  future,  taking  advantage  of  it, 
using  it  for  their  own  selfish  ends,  which  we  naturally  must  expect  hu¬ 
man  beings  to  do. 

I  think  we  are  going  through  a  very  trying  period  and  I  hope  you 
give  great  consideration  to  that,  Dr.  Flemming,  and  make  sure  that 
there  are  no  abuses,  or  just  as  few  as  possible,  in  the  use  of  people  in 
industry  and  business  in  Government  positions. 

I  know  that  they  do  not  direct  policy.  Certainly  they  do  not  direct 
policy.  But  certain  people  can  be  around  certain  committees  and  they 
have  great  weight.  You  know  that  and  I  do,  too.  They  are  just  there. 
They  are  consultants.  They  have  something  to  do  with  it.  They  are 
part  of  it.  They  have  a  position  of  advantage,  and  I  certainly  hope 
that  you  will  give  consideration  to  that  problem  and  watch  it  because 
I  certainly  do  not  want  to  see  anything  happen  to  this  Government.  I 
think  we  have  the  finest  and  best  government  in  the  world.  Of  course,, 
there  is  no  dispute,  and  it  is  unnecessary  to  say  it,  but  I  am  afraid  we 
might  bring  the  house  down  over  our  heads  if  we  let  these  men  move 
in  and  do  things  for  their  own  advantage  which  might  be  against  pub- 
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lie  interest.  We  might  destroy  our  good  Government.  It  might  not 
go  Communist,  but  it  might  go  Fascist. 

Dr.  Flemming.  Could  I  comment  on  just  1  or  2  observations  that 
you  have  made  ? 

First  of  all,  technically,  of  course,  you  are  correct  when  you  say  that 
this  is  a  time  of  peace — that  is,  ive  are  not  engaged  in  hostility  and  all 
of  us,  of  course,  are  very  thankful  for  that.  On  the  other  hand,  I  think 
that  we  do  have  to  keep  uppermost  in  our  minds  the  fact  that  we  are 
engaged  in  the  most  extensive  mobilization  program  that  this  Nation — ■ 
and  probably  any  other  nation — has  ever  undertaken,  at  a  time  when 
it  was  not  engaged  in  actual  hostility. 

After  all,  a  program  which  calls  for  the  submission  of  a  Defense 
Department  budget  of  $351/^  billion  for  just  1  year,  is  a  program  of 
tremendous  magnitude,  and  one  that  introduces  all  kinds  of  complexi¬ 
ties  into  the  operations  of  the  Government. 

I  think  we  should  keep  in  mind  the  fact  that  we  are  addressing  our¬ 
selves  to  the  authority  that  the  Congress  has  given  under  this  particu¬ 
lar  act,  keeping  in  mind  the  fact  that  in  granting  the  authority  given 
that  under  certain  conditions  the  conflict-of-interest  statute  can  be 
waived. 

The  President  is  further  authorized  to  the  extent  that  he  deems  it 
necessary  and  appropriate,  to  carry  out  the  provisions  of  this  act. 
That  is  all  we  are  talking  about  here,  carrying  out  the  provisions  of 
the  Defense  Production  Act,  which  is  liasic  to  a  mobilization  program, 
that  involves  the  expenditure  of  $3514  billion. 

Mr.  Patman.  And  may  I  interrupt,  and  it  includes  conflict-of- 
interest  on  the  face  of  it.  You  read  it  there.  That  is  a  part  of  it. 
That  is  the  first  thing.  In  other  words,  you  are  taking  people  who 
have  a  conflict  of  interest. 

Dr.  Fi  .emming.  We  know  that  and  we  are  trusting  them  in  time  of 
peace.  We  are  asking  them  to  assist  us  in  carrying  forward  a  mobili¬ 
zation  program  of  $3544  billion. 

Now,  the  Congress,  it  seems  to  me,  has  been  very  cai’eful  to  sur¬ 
round  this  delegation  of  authority  with  safeguards.  For  example, 
it  says  “Appointees  shall,  when  policy  matters  are  involved,  be  lim¬ 
ited  to  advising  appropriate  full-time,  salaried  Government  officials 
who  are  responsible  for  making  policy  decisions.”  And  then  the  Con¬ 
gress  went  on  and  put  into  the  Defense  Production  Act,  all  of  the 
provisions  that  President  Truman  put  in  his  Executive  order,  de¬ 
signed  to  safeguard  this. 

Mr.  Patman.  Now,  wait,  you  have  brought  Mr.  Truman  in  2  or  3 
times  to  praise  him.  I  think  it  is  very  nice  that  you  would.  But  Mr. 
Truman  put  that  in  in  time  of  war.  I  am  distinguishing  between 
time  of  war  and  time  of  peace.  That  is  the  point  I  am  trying  to 
make. 

I  recall  what  Mr.  Truman  did.  I  think  it  was  all  right,  but  that  was 
in  time  of  war.  I  am  speaking  about  time  of  peace.  Letting  these 
people  who  have  a  conflict  of  interest,  with  the  Government,  on  its 
face,  come  in  here  with  the  Government,  and  help  the  Government 
with  their  plans  and  recommendations. 

Mr.  Bolton.  Does  the  gentleman  wish  to  suggest  there  are  2  stand¬ 
ards  of  morality,  1  during  war  and  1  during  peace? 
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IMr.  Patman.  I  would  not  place  it  on  that  basis  but  there  is  more 
urge  to  be  patriotic  during  time  of  war.  And  I  think  a  person  in 
time  of  war  would  be  more  careful  to  not  do  anything  to  his  selfish 
interest  and  advantage,  as  he  might  in  time  of  peace,  because  his 
feeling  toward  his  country,  from  a  patriotic  standpoint,  I  think,  is 
a  lot  greater  in  time  of  war  and  I  think  the  gentleman  would  agree 
with  me. 

Dr.  Flemming.  Can  I  very  respectfully  disagree  at  that  point.  I 
know  of  no  point  when  our  Nation  has  been  faced  with  a  more  criti¬ 
cal  or  serious  situation  than  faces  it  in  the  kind  of  a  world  in  which 
we  are  living  at  the  present  time,  and  this  Congress,  and  the  executive 
branch,  are  constantly  affirming  and  reaffirming  that  particular  fact, 
as  they  continue  in  existence,  extraordinary  powers  and  delegations, 
as  they  continue  to  appropriate  $35  to  $40  billion  a  year  to  carry 
forward  a  mobilization  program,  and  what  are  our  objectives?  Our 
hope,  as  citizens  of  this  Nation,  is  that  by  carrying  forward  this  kind 
of  a  program  we  will  be  able  to  develop  a  strength  which  will  deter 
the  possible  aggressor,  or  if  that  does  not  happen,  that  we  will  de¬ 
velop  a  strength  that  will  enable  us  to  successfully  defend  our  freedom. 

I  do  not  know  of  any  situation  which  has  ever  existed  in  the  history 
of  the  Nation  which  would  call  for  a  greater  expression  of  patriotism 
on  the  part  of  the  citizens  of  this  Nation  than  the  situation  that  exists 
right  today. 

Of  course,  I  find  it  very  difficult  to  believe  that  a  man  from  any 
walk  of  life,  business,  industry,  or  education,  labor  organization  or 
any  other  walk  of  life,  would  come  in  and  take  an  oath  of  office,  under 
present  conditions,  and  adhere  to  any  different  standards  than  he 
would  adhere  to  when  we  were  actually  engaged  in  hostilities. 

It  seems  to  me  that  this  is  a  program  that  we  must  pursue  with  a 
despar  ate  sense  of  urgency. 

Mr.  Patman.  Do  you  think  that  in  time  of  peace  a  person  would 
have  the  same  urge  to  desist  and  refrain  from  doing  anything  selfish 
that  would  help  his  company,  from  in  time  of  hostilities  ? 

Dr.  Flemming.  I  would  say  that  under  present  conditions,  he  would 
have  certainly  the  same  urge,  no  question  about  it  at  all. 

Mr.  Patman.  I  want  to  close  with  this  thought.  You  are  respon¬ 
sible  for  this  program.  You  pick  these  people. 

Dr.  Fmmming.  That  is  correct. 

Mr.  Patman.  And  I  certainly  hope  you  pick  them  so  that  they  will 
not  use  their  authority  for  selfish  actions. 

Dr.  Flemming.  Congressmen,  I  will  certainly  do  my  best. 

Mr.  Patman.  And  I  hope  you  watch  the  administration  of  this 
program  very  carefully,  because  it  does  not  look  good  to  me  to  see  so 
many  big  businessmen  right  in  there  helping  run  this  Government, 
knowing  all  its  plans,  getting  all  the  advantages  and  benefits  that  a 
person  can  get  under  those  circumstances. 

It  does  not  make  sense  to  me,  but  I  am  not  saying  anything  more 
about  it  because  I  do  not  think  there  is  anything  I  can  do  about  it. 

Mr.  Kilbxjrn.  Mr.  Chairman - 

The  Chairman.  Mr.  Kilburn - 

INIr.  Kilburn.  Just  1  or  2  short  questions. 

If  I  understand  this  thing  correctly,  you  try  to  pick  men  of  honor 
and  integrity? 
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Dr.  Flemming.  Correct,  Mr.  Con^essman,  whether  they  are 
WOC’s,  WAE’s,  or  serve  on  a  full-time  basis. 

Mr.  Kilburn.  Everybody  in  business  in  this  country  is  not  a 
crook. 

Dr.  Flemming.  Certainly  not.  Far  from  it. 

Mr.  Kilburn.  And  you  have  to  do  with  a  big  program. 

Dr.  Flemming.  Yes,  sir. 

Mr.  Kilburn.  And  you  naturally  have  to  get  advice  from  people 
experienced  with  big  progi’ams. 

Dr.  Flemming.  That  is  correct. 

Mr.  Kilburn.  I  think  you  are  doing  just  right. 

Mr.  Multer.  Mr.  Chairman - 

The  Chairman.  Mr.  Multer - 

Mr.  Multer.  Dr.  Flemming,  on  page  4  of  your  statement,  you  refer 
to  the  fact  that  of  227  expansion  goals  established,  only  32’  now  remain 
open. 

Dr.  Flemming.  Yes,  sir. 

Mr.  Multer.  Is  there  anything  classified  as  to  the  information  of 
the  32  that  remain  open  ? 

Dr.  Flemming.  No,  Mr.  Congressman,  I  have  them  here  and  I  will 
be  glad  to  supply  them  for  the  record. 

Mr.  Multer.  If  you  will,  please. 

Dr.  Flemming.  Very  well. 

(The  information  requested  follows:) 

List  III — Open 


Goal 

No. 

Title 

Heitjgaie 

agency 

1  222 

Aluminum  forging  facilities _  _  _ _  .  ... _ _  _ _ 

Commerce. 

1  20 

Chromite,  chemical  grade _ 

182 

Glycerin.’  . ...T _ _ _ _ _ _ 

Commerce. 

99 

Heavy  aluminum  aircraft  forgings  _ _ _ _ _ _  _ 

Do. 

206 

Laboratories,  research  and  development  (Defense) _ _ 

Do. 

198 

Medical  supplies  and  equipment _ _ _ _ 

Do. 

64 

Mercury _ _  _ 

Interior. 

16 

Nickel _ _ _  _  _ _ _ _ _ _ _ 

Do. 

1  65 

Petroleum — refined  capacity..  _  _  _  . 

Do. 

3  226 
225 

Oil  and  gas  pipelines  and  petroleum  storage  facilities  (specific  defense  program).. 
Power  facilities  for  military,  atomic  energy,  and  defense  related  needs  _ _ 

Do. 

Do. 

224 

Production  facilities  for  military  and  atomic  energy  procurement _  _  _ 

Commerce. 

227 

Roll-on,  roll-off  ships _ _ _ _  _ 

Do. 

176 

Scientific  instruments _  . . . . . . 

Do. 

178 

Selenium _ _  _ _  _  _ _ 

Interior. 

76 

Steam  boilers. _ _  _ _ _ 

Commerce. 

74 

steam  turbines _ _ _ _ _  .  _ 

Do. 

181 

Steel  castings. .  . . . . . . . 

Do. 

228 

Substitutes  for  strategic  natural-.  .  .  .  .  _  ..  . 

Interior. 

1  27 

Tankers,  ocean-gaingT  ,  _ _ _  .  _ _ _ 

Commerce. 

134 

Tapered  aluminum  sheet _ _ _ _  .  . . . 

Do. 

215 

Titanium  melting  facilities  .  _ _ _ _  _  . 

Do. 

228 

Titanium  processing  facilities.  _ _ _ _ _ _ _ _ _ _  - 

Do. 

91 

Welded  aluminum  tubing _ ...  . .  .  .  .. 

Do. 

1  148 

In  addition,  the  following  goals  are  technically  open  but  are  oversubscribed  and 
are  currently  under  review: 

Aircraft,  commercial  .  .  _ _ _  .  _ _  _ _ 

Do. 

207 

Interior. 

177 

Aluminum  sheet-producing  and  heat-treating  facilities.  _  . 

Commerce. 

56 

Copper . .  _______  _  _  __  _  _ _  _ 

Interior. 

1  68 

Freight  cars  _  .  _ _ _  _  __  _ 

ICC. 

212 

Heavy  steel  plates  .  . . . . __  _ _ _ _  .  - 

Commerce. 

187 

Manganese  ore,  battery  and  chemical  grade _  - _ 

Interior. 

1  163 

Rutile  .  _  _ _  - 

Do. 

•  Previously  suspended  on  Aug.  11,  1955. 
2  New  goal. 
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Mr.  jMueter.  Now,  you  have  told  us,  I  believe,  that  under  the  pro¬ 
vision  written  into  the  law  last  year,  section  710  (e),  the  President 
has  issued  a  directive  and  the  Ndininistration  has  proceeded  to  estab¬ 
lish  and  to  train  this  nucleus  executive  reserve. 

T)r.  Flemming.  That  is  correct. 

Mr.  Multer.  Tn  the  training  of  that  executive  reserve,  there  is 
made  available  to  them  the  same  information  that  is  made  available 
to  all  other  employees  of  the  Government,  or  other  appointees  of  the 
Government,  is  that  correct  ? 

Dr.  Flemming.  Not  necessarily,  Mr.  Congressman.  Take  the  case 
of  executive  reservists  in  our  own  organization.  The  information 
that  is  made  available  to  them  is  the  information  only  that  they  would 
need  to  know  in  order  to  perform  effectively  in  the  kind  of  a  position 
that  we  have  in  mind  for  them  in  the  event  -we  should  move  into 
general  mobilization. 

Mr.  Multer.  IVell,  for  instance,  if  a  man  is  to  be  trained  as  a 
director  of  a  division  of  the  Government,  he  is  shown  how  that  divi¬ 
sion  operates? 

Dr.  Flemming.  That  is  correct,  and  how  it  would  operate  under 
conditions  of  general  mobilization. 

i\Ir.  Multer.  And  he  is  acquainted  with  the  policy  of  the  particular 
division  or  department? 

Dr.  Flemming.  Surely. 

jNIr.  Multer.  And  also  acquainted  with  how  the  policy  is  made? 

Dr.  Flemming.  How  it  is  made  at  the  present  time,  yes,  sir,  and 
how  it  would  be  made  under  war  conditions. 

i\lr.  ]\IuL'iTR.  Can  you  think  of  any  reason  why  those  persons  should 
be  exempted  from  the  requirements  and  limitations  jilaced  upon 
woe’s?  I  am  talking  about  the  requirements  written  into  section 
710  (e)  of  the  act. 

Dr.  Flemming.  Mr.  Congressman,  under  the  Executive  order  that 
the  President  issued,  under  710  (e) — I  do  not  have  a  copy  of  that 
order — but  it  does  contain  a  i:)rovision  which  specifically  prohibits 
people  called  in  for  training  from  participating  in  any  of  the  current 
operations  of  a  Government  department  or  agency. 

For  example,  in  my  own  order,  which  I  issued  supplementary  to 
the  President’s  order,  I  said  this  : 

With  resiiect  to  training  activities  under  the  reserve  program,  reservists  who 
are  not  full-time  Government  employees  are  exempt,  in  accordance  with  the 
provisions  of  Executive  Order  10660,  from  the  operation  of  the  conflict-of-in- 
terests  statute.  Reservists  training  within  the  meaning  of  this  .section,  shall 
not  include  advising,  con.sultiug,  or  acting  on  any  matter  pending  before  the 
department  or  agency  concerned.  In  the  event  that  proper  training  of  the 
reservist  who  is  not  a  Government  employee,  entails  one  or  more  of  such  activi¬ 
ties,  he  shall  be  appointed  by  such  department  or  agency,  under  appropriate 
authority,  including  section  710  (li)  and  (c),  of  the  Defense  Production  Act, 
as  amended. 

And  under  those  conditions  he  would  be  required,  of  course,  to  ad¬ 
here  to  all  of  the  provisions  in  those  two  sections. 

With  respect  to  .such  activities,  exemption  from  the  operation  of  the  conflict- 
of-interest  statutes  will  depend  upon  the  provisions  of  the  statute  and  regulations 
under  which  an  appointment  is  made. 

In  other  words,  the  minute  he  moves  over  into  the  area  of  doing 
anything  in  connection  with  the  current  operations  of  the  Government, 
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he  must  then  be  aiipointed  under  the  provisions  of  710  (b)  and  (c) 
and  is  subject  to  all  of  the  restrictions  contained  in  those  sections. 

Mr.  Mutter.  That  being  so,  why  should  not  the  law  be  amended  so 
as  to  make  that  mandatory,  rather  than  leaving  it  discretionary  with 
any  agency  or  governmental  head  ? 

Dr.  Ftemming.  Well,  Mr.  Congressman,  the  President,  in  his  order, 
and  the  Director  of  ODM  in  his  order,  have  not  made  it  discretionary. 
They  have  made  it  mandatory. 

Mr.  Mutter.  By  executive  ordei-  ? 

Dr.  Ftemming.  That  is  correct. 

Mr.  jMutter.  He  can  revoke  that  order  if  he  wants  to  ? 

Dr.  Ftemming.  That  is  true. 

Mr.  Mutter.  My  question  is,  if  we  have  made  it  mandatory  in  one 
section  of  the  act  as  to  one  group,  why  should  we  .make  it  discretionary 
as  to  another  group  ? 

Dr.  Ftemming.  Obviously  I  could  not  quarrel  with  the  suggestion 
that  that  part  of  the  President’s  Executive  order  and  of  my  own  order 
be  made  a  part  of  the  law.  I  have  no  objection  to  that  at  all. 

Mr.  Mutter.  Did  any  of  the  WOC’s  in  your  department  fail  to  fur¬ 
nish  or  refuse  to  furnish  the  information  required  by  section  710,  as 
amended  ? 

Dr.  Ftemming.  I  know  of  none.  That  is  why  I  said  that  the  provi¬ 
sions  which  have  been  written  into  the  law  have  not  impaired  our  abil¬ 
ity  to  acquire  the  services  of  such  persons. 

Mr.  Mutter.  I  do  not  have  the  newspaper  item  in  front  of  me,  un¬ 
fortunately,  but  there  was  some  newspaper  publicity  indicating  that 
some  of  these  WOC’s  have  refused  to  furnish  the  information  and 
given  up  their  connections  with  (Tovernment.  Did  that  happen  in 
your  department  ? 

Dr.  Ftemming.  It  did  not  happen  in  our  department  and.  Congress¬ 
man,  I  think  that  is  just  a  little  confusing,  because  other  departments 
did  what  we  did.  Where  we  were  not  using  a  person  actively  we  did 
not  even  request  him  to  furnish  the  information.  We  simply  dropped 
him.  At  any  time  that  we  need  his  services,  we  will  ask  him  to  furnish 
the  information. 

Mr.  Mutter.  Dr.  Flemming,  you  are  a  member  of  the  President’s 
Advisory  Committee  on  Government  Organization  ? 

Dr.  Ftemming.  That  is  correct. 

Mr.  ISIuTTER.  Does  that  committee  have  jurisdiction  to  review  what 
departments  are  using  WOC’s,  and  to  what  extent? 

Dr.  Ftemming.  No,  Congressman,  that  is  simply  a  committee  ap¬ 
pointed  by  the  President  to  advise  him  personally  on  organizational 
matters  that  might  be  referred  to  him,  or  organizational  proposals  that 
he  wanted  us  to  take  a  look  at.  Under  the  provisions  of  the  law  as  I 
recall  it,  the  Chairman  of  the  Civil  Service  Commission  is  required 
to  survey  the  use  of  the  WOC’s  and  the  WAE’s  and  to  make  a  periodic 
rejiort  to  Congress. 

Mr.  Mutter.  The  report  is  made  to  the  President  and  to  the  Joint 
Committee  on  Defense  Production? 

Dr.  Ftemming.  That  is  correct. 

Mr.  Mutter.  Does  the  Business  and  Defense  Services  Administra¬ 
tion  of  the  Department  of  Commerce  cooperate  with  your  department  ? 

Dr.  Ftemming.  Mr.  Multer,  we  have  delegated  certain  authorities 
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to  account  to  the  Secretary  of  Commerce,  and  in  many  instance  he,  in 
turn,  relies  on  BDSA  to  carry  out  those  delegations. 

Mr.  Multer.  Is  it  your  duty  to  oversee  the  entire  operation  of  those 
functions  which  you  have  delegated  to  Commerce  and  which  it,  in 
turn,  has  delegated  to  the  Business  and  Defense  Services  Adminis¬ 
tration  ? 

Dr.  Flemming.  I  feel  that  I  should  function  in  this  way — that  I 
should  set  the  policies  under  which  these  various  programs  are  to  be 
carried  out,  I  should  delegate  authority  to  act  to  operating  de¬ 
partments  and  agencies,  and  then  I  should  check  up,  from  time  to 
time,  to  see  to  it  that  they  are  acting  in  conformity  with  the  overall 
policies. 

Mr.  Multer.  Do  you  see  any  reason  why  that  division  of  Commerce 
should  not  follow  the  law  as  laid  down  in  section  YlO  with  reference 
to  woe’s? 

Dr.  Flemming.  I  do  not  see  any  reason,  but  I  think  they  are  re¬ 
quired  to  follow  it.  There  is  not  any  question  about  that  in  my  mind. 

Mr.  Multer.  If  they  are  not  following  it  then  you  ought  to  seek 
some  other  agency  to  do  the  work  that  you  have  delegated  to  that 
department  ? 

Dr.  Flemming.  If  they  are  not  following  it  they  are  obviously  in 
conflict  with  the  law  and  that  is  a  matter  that  the  Congress  had  placed 
with  the  Chairman  of  the  Civil  Service  Commission. 

Mr.  Multer.  Of  course,  this  next  question,  I  suppose,  should  be 
directed  to  the  Secretary  of  Commerce  rather  than  you,  but  in  view 
of  your  very  necessary  interest  in  the  functions  of  the  Department, 
perhaps  you  can  answer  it. 

The  Congressional  Directory  for  this  session  of  Congress  shows  that 
in  this  division  of  the  Department  of  Commerce — BDSA — they  still 
have,  out  of  a  total  of  20  directors  in  the  industry  divisions,  16  WOC’s 
as  directors,  and  only  4  full-time  directors,  while  they  have  some  20 
deputy  directors  who  are  full  time,  and  3  WOC’s. 

I  do  not  know  what  the  situation  is  with  reference  to  those  WOC’s 
and  directors  since  the  first  of  the  year  or  since  this  directory  was 
published,  but  that  seems  to  be  in  direct  violation  of  the  law,  to  have 
these  direct ors,_  who  serve  on  a  6  months’  basis,  WOC's  who  serve  on 
a  6  months’  basis,  as  directors  of  these  divisions. 

Dr.  Flemming.  iMr.  Congressman,  it  seems  to  me  that  that  is  a 
question  that  should  be  addressed  to  the  Secretary  of  Commerce,  be¬ 
cause  what  I  do  is  to,  as  I  say,  delegate  authority  to  act  and  then 
check  up  to  see  that  action  is  taken  in  conformity  ivith  the  overall 
policies. 

I  do  not  have  any  responsibilities  for  the  internal  administration 
of  the  Department  of  Commerce.  The  only  outside  agency  that  has 
any  responsibility  in  this  area  would  be  the  Chairman  of  the  Civil 
Service  Commission. 

Mr.  Multer.  I  understand  from  Mr.  Brown  that  his  committee,  of 
which  he  is  chairman,  the  Joint  Committee  on  Defense  Production, 
has  been  sitting  on  this  and  trying  to  get  it  straightened  out.  But 
I  will  also  address  my  question  to  IMr.  Weeks  when  he  comes  before 
us,  but  I  do  suggest  to  you,  since  these  are  functions  you  have  dele¬ 
gated,  that  you  also  should  look  into  it. 

I  think  it  is  incumbent  upon  you.  Dr.  Flemming,  and  I  do  respect¬ 
fully  make  the  suggestion,  that  you  do  see  that  any  function  of  your 


DEFENSE  PRODUCTION  ACT — 1956  63 

department  which  is  delegated  to  another  department  is  going  to  be 
carried  out  by  persons  acting  in  strict  accordance  with  the  law. 

It  may  be  that  at  the  time  the  information  went  to  the  directory 
they  did  not  have  time  to  change  over,  but  it  does  not  seem  reasonable 
to  me  to  think  that  from  the  time  we  passed  these  amendments  to 
the  Defense  Production  Act,  in  August  of  1955,  up  to  the  beginning 
of  1956,  that  they  did  not  have  time  to  make  the  changes. 

It  seems  to  me  an  alarming  situation  that  out  of  20,  they  still  haA^ 
16  WOC’s  directors  of  departments,  when  it  is  contray  to  law.  My 
opinion  is  that  if  the  reputy  director  who  is  a  full-time  paid  employee, 
cannot  do  the  job  of  director,  he  should  not  be  there  as  deputy  director, 
having  in  mind  that  his  director  is  changing  every  6  months. 

Dr.  Flesiming.  I  am  just  no  in  a  position  to  comment  on  that, 
Congressman. 

Mr.  Multer.  There  has  been  some  talk  about  the  administration 
having  prepared  some  standby  controls,  proposed  standby  control  leg¬ 
islation.  Can  you  tell  us  anything  about  that?  By  “talk,”  I  mean 
newspaper  items. 

Dr.  Flemming.  Congressman,  obviously  one  of  our  responsibilities 
in  the  general  planning  area  encompasses  the  whole  field  of  stabiliza¬ 
tion,  and  we  are  constantly  trying  to  keep  ourselves  in  a  position  where 
if  it  became  necessary  to  move  into  general  mobilization  we  could  come 
before  this  committee  with  specific  proposals  for  the  committee  to 
consider. 

Mr.  IMulter.  Have  those  specific  proposals  been  brought  to  the 
point  where  you  have  a  proposed  bill  ready  to  submit  in  the  event  it 
becomes  necessary  ? 

Dr.  Flemming.  It  is  not  in  the  form  of  a  proposed  bill.  What  we 
are  trying  to  do  is  to  clear  up  in  our  oavu  minds  the  kind  of  basic 
principles  that  would  underlie  any  proposal  of  that  kind. 

Mr.  IMulter.  I  think  we  can  agree  that  as  of  today  there  is  no 
need  for  controls. 

Dr.  Flemming.  That  is  right. 

IMr.  Multer.  General  controls,  other  than  we  have  on  the  statute 
books. 

Dr.  Flemming.  That  is  correct. 

Mr.  Multer.  There  is  no  need  today  to  enact  any  law  permitting 
the  Federal  Government  to  control  anything  beyond  what  we  have 
now  in  your  administration  ? 

Dr.  Flemming.  That  is  right. 

Mr.  Mulitcr.  We  do  not  need  any  price  control,  we  do  not  need  any 
general  embargoes  or  things  of  that  kind  ? 

Dr.  F LEMMING.  That  is  correct. 

Mr.  Multer.  We  do  not  need  any  wage  controls  ? 

Dr.  Flemming.  Correct. 

Mr.  Multer.  At  this  time. 

Dr.  Flemming.  That  is  our  position. 

Mr.  Multer.  In  the  event,  however - 

The  Chairman.  Will  the  gentleman  yield  ? 

Mr.  Multer.  Yes. 

The  Chairman.  The  doctor  said  he  does  not  want  any  controls  at 
the  jiresent  time  in  his  statement,  as  I  understand  it. 

Dr.  Flemming.  That  is  correct. 
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The  Chairman.  He  does  not  want  any  controls,  and  if  he  subse¬ 
quently  wants  controls  he  will  ask  the  committee. 

Dr.  Flemming.  That  is  correct. 

Mr.  Multer.  I  observed  that  in  his  statement,  Mr.  Chairman. 

Dr.  Flemming,  in  the  event  it  becomes  necessary  to  mobilize  the 
country,  in  the  event  of  hostilities  being  commenced,  we  would  then 
need  controls  to  a  much  greater  extent  than  we  have  today  ? 

Dr.  Flemming.  In  my  judgment  we  would;  yes. 

Mr.  Multer.  And  that  would  include  overall  controls,  price  con¬ 
trols,  wage  controls,  allocations  of  materials  and  whatnot? 

Dr.  Flemming.  I^et  me  put  it  this  way :  Again,  I  have  to  break  down 
a  question  of  that  kind.  You  appreciate  we  could  be  called  upon  to 
enter  into  general  mobilization  under  varying  sets  of  circumstances? 

Mr.  Multer.  Yes,  sir. 

Dr.  Flemming.  I  would  say,  however,  that  if  it  became  necessary 
for  us  to  move  into  a  period  of  general  mobilization  as  a  result  of 
hostilities,  we  would  certainly  then  want  to  come  before  this  committee 
and  ask  for  authority  to  impose  overall  controls. 

After  the  authority  had  been  granted,  it  might  not  be  necessary  to 
impose  those  controls  the  next  day,  or  it  might  be.  I  do  not  know.  It 
would  depend  on  the  conditions  that  might  exist  at  that  time.  But  I 
would  certainly  feel  that  it  would  then  be  necessary  for  us  to  come 
before  the  committee  and  ask  for  additions  to  the  Defense  Production 
Act  just  as  I  suggested  to  the  chairman. 

INIr.  Multer.  While  all  of  us  hope  that  nothing  is  going  to  happen 
in  the  immediate  future  or  in  the  far  future,  these  hostilities,  if  they 
break  out,  might  break  out  at  a  time  when  Congress  is  not  in  session. 

Dr.  Flemming.  Yes,  sir;  but  I  am  assuming  now  mobilization  with¬ 
out  attack  on  this  country,  and  that  Congress  would  respond  very 
quickly  to  a  call  to  a  special  session,  and  with  modern  methods  of 
transportation  I  do  not  think  it  would  take  very  long  for  this  com¬ 
mittee,  for  example,  to  be  sitting  and  ready  to  listen  to  any  proposals 
we  desired  to  make. 

Mr.  Multer.  You  do  not  think  we  should  have  standby  control  legis¬ 
lation  on  the  books  now,  when  everything  is  peaceful  and  calm,  rela¬ 
tively  speaking,  when  putting  such  law  on  the  books  would  not  arouse 
a  psychologically  bad  reaction,  economically.  You  do  not  think  it 
would  be  wise  to  do  it  now  as  against  the  time  when  the  President  may 
have  to  use  them  in  the  event  of  hostilities  ? 

Dr.  Flemming.  Our  position  has  been  that  it  would  not  be  wise  to 
do  that.  Congressman. 

The  Chairman.  I  have  no  doubt  if  any  great  emergency  occurred. 
Congress  would  come  back  very  quickly. 

Dr.  Flemming.  That  is  right. 

The  Chairman.  And  could  consider  controls  at  that  time. 

Dr.  Flemming.  That  is  right. 

Mr.  Muuter.  And  our  experience  thus  far  has  been  that  it  has 
been  a  matter  of  months  even  after  Congress  has  been  brought  back, 
even  when  Congress  is  assembled  immediately,  it  takes  months  to 
get  control  legislation  on  the  books.  Has  not  that  been  our  past 
history  ? 

Dr.  Flemming.  That  has  been  our  past  history  but  in  this  as  in 
other  areas  we  have  been  forced  to  jirofit  by  our  experiences  and  I 
feel  that  the  executive  branch  would  be  in  a  much  better  position  to 
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place  a  program  before  the  Congress,  and  I  feel  that  the  Congress 
would  recognize  the  absolute  necessity  and  urgency  of  acting  very 
quickly  and  promptly  and  would  do  so. 

Mr.  Mutter.  I  think  when  that  time  comes  we  will  have  the  same 
trouble  of  tx’ying  to  roll  back  prices  and  everything  else,  which  we 
have  learned  that  we  cannot  do.  I  think  we  are  making  a  serious  mis¬ 
take  in  not  having  standby  control  legislation  on  the  books,  ready  to 
be  put  into  effect  by  Executive  order  when  the  time  arises  if  it  becomes 
necessary. 

Dr.  Flemming.  I  appreciate  there  are  those  who  lean  to  the  point 
of  view  that  yon  have  expressed  and  I  respect  the  sincerity  of  your 
position  on  that  point. 

As  you  know,  we  have  tried  to  weigh  it  very  carefully  and  have  de¬ 
cided  that  in  the  long  run  we  would  get  better  results  doing  it  in  the 
way  I  have  suggested.  Because  first  of  all,  it  seems  to  me  that  it 
would  be  very  difficult  for  us  to  sit  here  today  and  visualize  the  kind  of 
a  law  that  we  should  put  on  the  statute  books. 

Mr.  Mutter.  Standby  controls  ought  to  be  a  very  simple  operation, 
and  its  details  can  then  be  worked  out  in  the  period  of  months  after 
the  emergency  occurs.  But  this  is  another  area  where  I  hope  you  are 
right  and  I  am  wrong. 

Dr.  Flemming.  All  right. 

Mr.  WiDNALT.  Dr.  Flemming,  1,  too,  would  like  to  compliment  you 
on  your  forthright  and  excellent  testimony. 

Dr.  Flemming.  Thank  you. 

Mr.  WiDNALL.  Personally,  I  resent  any  implications  or  inferences 
that  are  made  from  time  to  time,  that  to  obtain  patriotism  and  honesty 
in  Government  you  hai^e  got  to  put  somebody  on  the  public  payroll. 
I  am  very  much  interested  in  the  testimony  that  you  have  given,  say¬ 
ing  that  you  felt  the  same  low  percentages  pertained,  as  to  violations 
of  trust,  with  the  WOC  people  as  to  those  in  civil  service. 

I  sometimes  think  that  some  people  are  a  little  bit  afraid  that  the 
program  they  have  in  Switzerland  might  spread  to  the  United  States, 
where  the  President  and  the  members  of  the  legislature  serve  without 
compensation. 

Mr.  Vanik.  1  would  like  to  ask  you.  Doctor,  what  is  the  aggregate 
of  the  quick  amortization  certificates  which  have  been  granted  to  this 
time,  in  dollars? 

Dr.  Flejiming.  In  dollars,  it  approximates  $21  billion.  May  I  just 
add  to  that  this  statement;  The  total  capital  investment  contenq^lated 
by  the  certificates  runs  around  35  billion  dollars  and  of  that  amount 
approximately  00  jiercent  on  an  average  has  been  subject  to  the  rapid 
tax  amortization  or  a  total  of  around  $21  billion. 

Mr.  Bolton.  Doctor,  that  is  since  what  time?  Over  what  period? 

Mr.  Vanik.  Since  the  initial  inception  of  the  program  ? 

Dr.  Flemming.  Yes,  sir,  since  1950. 

Mr.  Vanik.  That  is  the  beginning  of  the  program  to  this  point? 

Dr.  Flemming.  Yes,  sir. 

Mr.  Vanik.  Have  you  any  estimate  as  to  what  this  device  has  cost 
the  country  in  lost  income  tax  revenues? 

Dr.  Flemming.  Mr.  Congressman,  we  do  not,  and  in  my  judgment 
it  is  absolutely  impossible  for  anyone  to  figure  that,  because  of  the  fact 
that  our  tax  laws  have  a  way  of  changing,  over  a  period  of  time,  and 
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tlie  tax  law  could  change  in  such  a  way,  for  example,  that  over  a  period 
of  10  yeare  the  Government  would  not  lose  anything. 

Mr.  Vanik.  I  have  seen  varying  estimates,  from  $10  billion  and 
upward  of  that  amount,  and  I  think  it  is  important  for  your  office 
to  know  the  loss  in  tax  revenues,  because  perhaps  this  is  not  as  inex¬ 
pensive  a  means  of  mobilizing  the  resources  of  the  country  as  might 
otherwise  be  developed.  Is  it  not  important  to  know  the  cost? 

Dr.  Flemming.  It  would  be  a  very  helpful  figure  to  have  if  it  were 
possible  to  compile  it,  but,  Mr.  Congressman,  it  is  just  one  of  those 
figures,  one  of  those  situations  that  has  so  many  unknown  factors  in  it 
that  it  is  impossible  to  compile. 

Just  as  to  one  aspect,  for  instance,  nobody  knows  whether  all  of  this 
investment  would  have  taken  place  without  the  rapid  tax  amortization 
or  not.  We  have  good  reason  to  believe  that  in  quite  a  number  of 
instances  the  capital  investment  would  not  have  taken  place,  and  if 
the  capital  investment  had  not  taken  place,  just  think  of  the  loss  of 
revenue  that  there  would  have  been,  as  far  as  the  Government  as  a 
whole  is  concerned,  because,  after  all,  people  do  not  benefit  by  this  at 
all  until  they  get  to  the  place  where  they  are  earning  profits,  and  then 
they  begin  to  benefit.  There  are  people  today  who  say  to  me,  “I  am 
sorry  that  I  ever  took  one  of  those  certificates,  because  I  think  over  a 
period  of  15  to  20  years  I  would  have  been  a  lot  better  off  if  I  had 
depreciated  over  the  20-  or  25-year  period  instead  of  over  the  5-year 
period.” 

There  are  industries,  for  example,  which  could  have  qualified  at 
various  stages  of  the  program,  which  just  have  not  touched  it.  My 
understanding  is  the  telephone  industry  has  never  touched  it.  Other 
industries  have  not.  So  I  mean  it  is  that  kind  of  a  factor  which  makes 
it  very  difficult  to  strike  a  balance,  and  figure  what  the  Government 
gained  or  lost. 

Mr.  Bolton.  So  that,  actually,  what  you  are  saying  in  effect  is  that 
you  cannot  specifically  say  there  has  been  any  loss  of  income  taxes  over 
a  long-range  period. 

Dr.  Flemming.  We  cannot.  People  have  tried  hard  to  arrive  at 
some  kind  of  an  answer,  but  they  just  run  up  against  these  unknown 
factors. 

Mr.  V  ANiK.  In  going  through  your  report.  Doctor,  when  stockpile 
acquisitions  are  deferred,  what  effect  does  the  deferment  have  on  the 
price  the  Government  must  pay?  For  example,  during  the  last  year 
you  practically  deferred  all  acquisitions  of  copper  because  of  civilian 
demand.  What  effect  will  that  have  on  the  price  we  will  have  to  pay 
for  the  copper  when  we  do  acquire  for  stockpiling  ?  Do  we  buy  it  at 
the  fixed  contract  price  of  last  year  or  at  another  price? 

Dr.  Flemming.  The  general  policy  we  have  followed  is  if  the  price 
is  favorable  to  the  Government  we  defer  it.  If  the  price  situation  that 
would  exist  when  we  started  acquiring  it  is  unfavorable  from  the  Gov¬ 
ernment’s  point  of  view,  we  cancel  it. 

Mr.  Vanik.  Last  year  we  had  commitments  to  purchase  certain 
quantities  of  copper,  a  full  year’s  supply,  and  the  producers  were 
under  an  obligation  to  deliver  that  copper  to  the  Government,  were 
they  not  ? 

Dr.  Flemming.  Under  contract,  that  is  right. 

Mr.  Vanik.  At  a  certain  set  price?  What  was  the  contractual 
price  at  which  they  were  to  produce  it  ? 
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Dr.  Flemming.  The  situation  in  copper  is  like  the  situation  in  so 
many  other  ai'eas.  Some  of  the  contracts  called  for  furnishing  it  at 
market  price.  Other  contracts  called  for  furnishing  it  at  a  fixed 
price. 

Mr.  Vanik.  When  we  permit  the  diversion  of  this  copper  and  defer 
the  acquisition  of  it  where  we  have  a  fixed  price  agreement  with  a 
producer,  we  permit  him  to  sell  it  at  the  market  price.  He  therefore 
ends  up  on  the  better  side  of  the  bargain,  in  which  the  Government  has 
permitted  the  copper  to  be  sold  on  the  open  market,  at  a  price  higher 
than  he  agreed  to  convey  it  to  the  Government.  Would  there  not 
be  a  profit  accruing  to  him  which  would  not  otherwise  be  available? 

Dr.  Flemming.  Here,  again,  it  is  a  difficult  area  to  generalize. 

Mr.  Vanik.  You  can  compute  it  on  a  dollars  and  cents  basis  ? 

Dr.  Flemming.  I  can  take  specific  metals,  specific  situations,  and 
give  you  a  complete  and  detailed  report. 

Mr.  Vanik.  Would  you  include  in  your  report— I  know  you  are  not 
prepared  to  do  it  at  this  time — but  would  you  include  in  this  statement 
or  add  it  at  the  end  of  this  statement,  a  list  of  those  contracts  where 
we  had  a  fixed  price  relationship  for  the  copper  on  which  delivery  was 
deferred  last  year?  Is  that  possible? 

Dr.  Flemming.  Mr.  Congressman,  I  know  what  you  have  in  mind. 
May  we  consider  your  request  and  then  talk  about  a  way  of  complying 
with  the  request  that  might  not  require  the  listing  of  literally  hun¬ 
dreds  of  contracts?  But  could  I  say  this,  that  my  directives  to  the 
General  Services  Administration  always  include,  for  example,  one 
expression ;  that  they  are  to  work  this  out  in  such  a  way  as  to  make  sure 
that  there  will  be  no  windfall  accrued  to  the  producer  that  is  under 
obligation  to  supply  it. 

Xow,  if  you  will  permit  me,  I  will  be  very  glad  to  take  some  specific 
illustrations  and  show  just  exactly  how  that  works  out  in  various  types 
of  contracts  and  we  will  be  glad  to  present  that  to  you  before  we 
actually  have  it  inserted  in  the  record,  to  see  whether  or  not  it  covers 
the  point  you  have  in  mind. 

Mr.  Vanik.  What  concerns  me  is  a  conflict  in  policy  with  respect  to 
tungsten  as  contrasted  with  copper.  With  respect  to  copper,  we  divert 
to  the  industrial  market  when  we  have  fixed  contracts,  when  Govern¬ 
ment  could  have  diverted  it  to  the  market  itself  at  a  profit. 

On  the  other  hand,  tungsten  keeps  piling  up  at  a  price  twice  the 
market  price,  and  we  seem  to  be  unable  to  do  anything  about  it. 

It  seems  to  me  it  would  be  prudent  on  the  part  of  government  to 
exercise  itself  just  as  wisely  and  judicially  as  a  private  business 
would.  If  we  have  a  contract  for  copper  at  a  low  price,  considerably 
lower  than  the  market,  we  ought  to  be  able  to  offset  some  of  the  cost  of 
the  tungsten  program,  utilizing  fixed  contracts. 

I  feel  there  is  a  conflict  in  policies.  If  we  have  one  contract  policy 
with  respect  to  tungsten  and  another  with  respect  to  copper,  they  are 
inconsistent  and  cost  the  Government  a  considerable  sum  of  money. 
I  would  like  to  see  stockpiling  in  the  nature  of  a  self-liquidating 
program. 

Dr.  Flemming.  You  have  introduced  a  number  of  important  policy 
issues  in  your  comments.  First  of  all,  with  relation  to  tungsten. 
Tungsten  is  being  acquired  under  a  directive  from  the  Congress, 
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and  you  are  correct,  Ave  are  in  the  process  of  acquiring  more  than 
is  called  for  by  either  the  minimum  objective  or  the  long-term 
objective. 

If  the  Congress  had  not  passed  a  special  law  relative  to  tungsten, 
we  would  not  be  in  the  position  we  are  in  of  being  forced  to  bring 
into  the  stockpile  quantities  that  are  in  excess  of  our  need. 

You  may  recall  that  Congress  passed  another  law,  at  the  last 
session,  Avhich  Avould  have  required  us  to  go  even  further  and  the 
President  vetoed  that  particular  laAV. 

Mr.  Vanik.  That  is  right. 

Dr.  Flemming.  And,  fraidvly,  vetoed  it  on  our  recommendation 
because  of  the  fact  that  Ave  felt  that  it  Avas  not  right  to  use  defense 
funds  to  solve  a  nondefense  problem.  We  do  not  deny  that  there 
is  a  problem,  but  Ave  feel  the  (Congress  should  tackle  it  as  a  nondefense 
problem  and  not  as  a  defense  problem. 

Noav,  under  the  Stockpiling  xCct,  the  act  itself  says  Ave  are  to  make 
]mrchases  of  strategic  and  critical  materials  Avith  due  regard  to  the 
objectives  set  forth  in  section  1  of  this  act,  and  so  forth,  Avhich  pur¬ 
chases — and  this  is  the  important  part — “shall  be  made  so  far  as 
is  practicable  from  supiilies  of  materials  in  excess  of  the  current 
industrial  demand.” 

Noav,  AA’e  interpret  the  Avords  “as  far  as  jiracticable,”  to  mean  so 
far  as  practicable  from  the  standpoint  of  national  security,  and  Avhen 
Ave  ai'e  confronted  Avith  a  situation  such  as  Ave  have  been  confronted 
within  the  field  of  co])i)er,  Avhere  the  demand  is  greater  than  the  cur¬ 
rent  supply,  Ave  then,  as  Ave  see  it,  are  charged  under  the  laAV  Avith 
the  responsibility  of  looking  at  our  national  security  position  and 
determining  Avhether  Ave  cannot  defer  some  of  these  deliveries  without 
impairing  onr  national  security  position,  and  that  is  Avhat  Ave  have 
done. 

Ur.  Vanik.  With  that  I  liaAT  no  argument.  My  only  question  is 
Avhy  not  sell  instead  of  defer?  We  could  sell  from  our  stockpiles  at 
a  fairly  good  return,  at  a  profitable  return  Avith  respect  to  the  Govern¬ 
ment's  investment.  Why  not  sell  and  let  the  Government  take  advan¬ 
tage  of  the  gain  instead  of  the  producer? 

Dr.  Flemming.  Mr.  Congressman,  under  the  Stockpiling  Act,  you 
cannot  sell  from  the  stockpile. 

Mr.  Vanik.  Should  Ave  not  amend  the  act,  then? 

Dr.  Fleaiming.  IVell,  I  Avill  be  very  glad  to  discuss  that.  The 
act  is  very  specific,  and  there  is  a  lengthy  history  back  of  this  pro¬ 
vision,  to  the  effect  that  once  material  goes  into  the  stockpile,  it  is 
insulated,  except  Avhere  the  President  finds  its  release  is  necessary 
for  the  common  defense. 

The  reason  that  many  Members  of  Congress  and  many  people  out¬ 
side  of  the  Government  Avere  A^ery  much  interested  in  liaAung  that 
particular  jirovision  inserted,  Avas  that  they  did  not  Avant  to  see  this 
stGckpiling  program  operate  in  such  a  Avay  that  you  Avould  haA^e  huge 
quantities  of  material  hanging  oA’er  the  market,  A\diich  could  be 
disposed  of  almost  at  the  AA’him  of  somebody  in  the  executive  branch 
of  the  GoA^ernment. 

Mr.  Vanik.  They  Avanted  to  avoid  a  dumping  ? 

Dr.  F LEMMING.  That  is  correct. 
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Now,  if  at  any  time  we  feel  that  the  coiulition  of  a  particular  stock¬ 
pile  is  such  as  to  justify  disposing  of  some  of  the  material  in  the 
stockpile,  we  can  of  course  always  come  to  the  Congress  with  a  specific 
program.  But  it  has  got  to  be  a  very  specific  one,  the  Congress  would 
then  have  hearings  on  it,  everything  would  be  right  out  on  top  of  the 
table,  and  there  would  not  be  any  one  of  these  quick  maneuvers  on 
the  part  of  somebody  in  order  to  bolster  a  market  or  do  something  else 
to  the  market,  and  I  personally  think,  Congressman,  that  from  the 
long-term  point  of  view,  that  the  Congress  was  very  wise  in  enacting 
the  law  in  the  way  in  which  it  did. 

Just  think,  right  now  we  have  just  under  $6  billion  worth  of  mate¬ 
rials  in  the  stockpile.  I  think  it  is  a  good  thing  for  the  country  to 
know  that  no  one  can  play  with  that  stockpile. 

Mr.  Vanik.  I  agree,  but  what  I  suggested  would  not  in  any  way 
have  changed  the  stockj^iling  of  copper  last  year.  Instead  of  defer¬ 
ring,  if  you  would  have  bought  under  contract  and  sold  at  the  market 
price,  the  Government  would  have  realized  a  profit,  on  its  wisdom  in 
I  entering  into  a  sound  contract.  This  would  offset  some  of  the  mistakes 
we  might  make  in  acquiring  materials  in  which  there  might  be  a  sur¬ 
plus.  It  is  conceivable  also  that  this  stockpile  which  you  have  ap¬ 
praised  at  a  certain  value  today,  may  depreciate  in  the  light  of 
future  prices. 

Dr.  Fu':mming.  We  could  not  do  that  legally. 

Mr.  Vanik.  Do  you  feel  that  the  authority  would  be  unwise? 

Dr.  Fi.emming.  I  feel  that,  ]\Ir.  Congressman.  But  I  will  be  more 
than  happy  to  develop  a  memorandum  for  you  on  this  point  and 
be  glad  to  discuss  it  with  you  and  see  if  there  is  some  point  that  I  am 
overlooking,  but  my  oavu  feeling  is  that  the  act  is  sound  as  it  is  at 
the  present  time ;  that  is,  the  Stockpiling  Act. 

Mr.  Vanik.  Yes.  I  would  like  to  know  sjiecifically  what  we  could 
have  realized  last  year  in  tlie  acquisition  of  the  contracted  copper, 
if  we  had  offered  it  on  the  market  at  the  prevailing  price.  What 
would  have  been  realized  by  your  office,  by  that  kind  of  action  ? 

Dr.  Feemming.  I  want  to  make  perfectly  clear  that  the  materials 
that  were  acquired  for  the  stockpile  could  not  he  handled  that  way 
under  existing  law. 
k  Mr.  Vanik.  I  understand. 

f  Dr.  Feemming.  On  the  other  hand,  materials  that  were  acquired 
under  expansion  contracts  of  the  Defense  Production  Act,  you  could 
have  handled  in  that  particular  way,  so  I  will  address  inyself  par¬ 
ticularly  to  those  contracts,  and  show  you  just  why  we  handled  them 
in  the  way  in  which  we  did. 

Mr.  Vanik.  You  see  my  point.  Doctor  ? 

Dr.  Feewming.  Yes. 

Types  and  Examples  of  Governmental  Contracts  for  Pkocuremf.nt  of 

Materials  Under  the  Stock  Piling  Act  and  the  Defense  Production  Act 

I.  STOCKPILE  CONTRACTS 

stockpile  contracts  are  either  at  fixed  prices  or  market  prices. 

A.  Tlie  fixed-price  contracts  are  c<msnnimated  at  or  about  the  market  at  tlie 
time  of  negotiation.  Wlieii  prices  were  controlled  during  the  Koreasi  emergency 
OPS  approved  ceiling  price.s  higher  tlian  the  general  level  for  some  domestic 
producers.  Stockpile  contracts  were  executed  with  a  few  companies  at  these 
ceiling  prices. 
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Example : 

Contract  No.  GS-OOP-7202 
American  Metal  Co.,  Ltd. 

Contract  date :  April  1,  1953 
Delivery  period :  July  1953  to  September  1954 
Quantity :  15,000  tons  maximum 
Price:  30  cents  per  i>ound  (delivered)  * 

Engineering  and  Mining  Journal  average  domestic  market  price  at  time  of 
contract:  29.902  cents  (at  refinery)  ' 

By  December  31,  1954,  the  company  had  delivered  11,001  tons  to  the  stockpile 
and  had  diverted  4,000  tons  to  industry  to  be  replaced  at  a  later  date.  This 
copper  has  a  contract  value  of  $2,400,000,  equal  to  the  market  value  at  the  time 
of  the  diversion.  The  copper  due  the  Government  has  a  current  market  value 
of  $3,680,000. 

B.  The  market  price  contracts  are  based  on  the  domestic  market  (Engineer¬ 
ing  and  Mining  Journal  averages)  at  the  time  of  delivery.  A  few  contracts  in¬ 
clude  a  floor  and/or  a  ceiling  price. 

Example : 

Contract  No.  GS-OOP-461 
Sherritt  Gordon  Mines,  Ltd. 

Contract  date:  April  19,  1951 

Delivery  period :  January  1954  to  December  1958 

Quantity :  12,500  short  tons  of  copper 

Price :  Average  market  at  time  of  delivery 

Engineering  and  Mining  Journal  average  domestic  market  price  at  time  of 
contract:  24.2  cents  (at  refinery)  * 

By  December  31,  1955,  the  company  had  delivered  4,772  short  tons  of  copper  to 
the  stockpile.  Although  authorized  to  defer  deliveries  to  the  stockpile  and  divert 
copper  to  industry  since  the  fourth  quarter  of  1954,  the  company  has  preferred, 
instead,  to  deliver  to  the  stockpile  against  its  contract,  delivering  3,733  tons  be¬ 
tween  October  1,  1954,  and  December  31,  1955. 

II.  DEFENSE  PRODUCTION  ACT  CONTRACTS 

Contracts  written  under  the  authority  of  the  Defense  Production  Act  are  de¬ 
signed  primarily  to  increase  the  productive  capacity  or  supply  of  the  United 
States.  The  contracts  include  floor  price  contracts,  purchase  contracts,  and  main¬ 
tenance  of  production  contracts. 

A.  The  DPA  floor  price  contracts  were  developed  early  during  the  Korean 
emergency  as  a  means  of  inducing  private  industry  to  expand  the  United  States 
capacity  to  produce.  Such  contracts  provide  a  guaranteed  market  at  a  little 
above  the  break-even  point  for  a  limited  number  of  years.  The  terms  permit  the 
producer  to  offer  or  “put”  the  material  under  contract  to  the  Government  for 
the  Defense  Production  Act  inventory  at  the  floor  price  if  he  cannot  sell  his  out¬ 
put  in  the  open  market  at  that  price  or  higher.  On  the  other  hand,  the  Govern¬ 
ment  has  the  right  of  “call”  for  delivery  of  some  or  all  of  the  expanded  proiluction 
at  the  market  price  at  time  of  “call.” 

Example : 

Contract  No.  GS-OOP-12129. 

AmericaH  Smelting  &  Refining  Co. — ^Silver  Bell. 

Contract  date :  November  28, 1951. 

Delivery  period  :  December  1953  to  May  1959. 

Quantity :  88,500  short  tons  of  copper. 

BJoor  price :  24.5  cents  per  pound  (delivered)  “ 

Engineering  and  Mining  Journal  average  domestic-market  price  at  time  of 
contract:  $24.2  cents  per  pound  (at  refinery).* 

This  new  project  is  now  operating  at  capacity,  producing  at  the  rate  of  about 
18,000  tons  of  copper  per  year.  The  contractor  has  had  a  steady  demand  for  its 
copper  and,  therefore,  has  not  exercised  its  rights  under  the  floor-price  provision 
of  the  contract.  Because  of  high  industrial  demand  and  short  supply  the  Gov¬ 
ernment  has  not  exercised  its  right  of  “call”  for  delivery  of  copper  to  the  Defense 
Pi’oduction  Act  inventory. 


^  The  difference  between  the  refinery  price  and  the  delivered  price  is  usually  about  0.3 
cent  per  pound. 
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B.  DPA  purchase  contracts  are  written  at  fixed  prices  and  in  some  instances 
at  market  price.  Such  contracts  are  designed  to  provide  a  market  as  encourage¬ 
ment  for  the  expansion  facilities. 

Example : 

DMP-80. 

International  Nickel  Company  of  Canada,  Ltd. 

Contract  date  :  May  29, 1953. 

Delivery  period  :  January  1954  to  December  1959. 

Quantity  :  50,000  tons  of  copijer.' 

Price :  27  cents  per  pound  (at  refinery) 

Engineering  and  Mining  Journal  average  domestic  market  price  at  time  of 
contract:  29.083  cents  per  ix)und  (at  refinery).’ 

This  contract  is  tied  to  a  nickel-expansion  program.  By  December  31,  1955, 
the  company  had  delivered  18,635  tons  of  copper  to  the  Defense  Production  Act 
inventory.  Although  authorized  to  defer  deliveries  and  divert  copper  to  industry 
the  company  has  generally  preferred  to  make  its  deliveries  to  the  DPA  inventory 
as  per  its  contract  schedules.  In  the  fourth  quarter  of  1955  the  company  did 
divert  800  tons  to  industry.  At  that  time  the  deferred  delivery  had  a  contract 
value  of  .$451,000  and  a  United  States  market  value  of  $688,000.  Its  present 
market  value  is  .$736,000. 

C.  DPA  maintenance  of  production  contracts  were  developed  during  the  Ko¬ 
rean  emergency  as  a  conservation  measure.  Fixed  prices  and  rising  costs  had 
put  a  few  mines  into  the  submarginal  category  and  these  mines  were  threatened 
with  closure  at  a  time  when  continuation  of  supply  was  of  the  utmost  importance 
to  the  Nation.  In  order  to  enable  these  mines  to  maintain  production,  subsidy 
prices  were  provided  for  a  limited  time  for  those  mines  which  could  qualify. 
Example : 

Contract  No.  DjMP-92 

Howe  Sound  Co. 

Contract  date :  November  3, 1953 

Delivery  period :  September  1953  to  December  1955 

Quantity :  9,350  tons  of  copper 

Price ;  31.5  cents  per  pound  (delivered)  ’ 

Engineering  and  Mining  Journal  average  domestic  market  price  at  time 
of  contract :  29.651  cents  per  pound  (at  refinery)  ’ 

By  December  31,  1955,  the  company  had  delivered  5,505  tons  to  the  Defense 
Production  Act  inventory.  From  October  15,  1954,  through  December  31,  1955, 
the  company  had  diverted  to  industry  a  total  of  2,490  tons.  Of  this  total, 
1,750  tons  have  been  canceled  out  of  the  contract  and  the  balance  of  740  tons 
is  to  be  restored  to  the  DPA  inventory.  The  canceled  portion  of  the  contract 
had  a  contract  value  of  $1,102,000  and  a  market  value  at  the  time  of  cancellation 
of  $1,123,000.  The  deferred  portions  of  the  contract  had  a  contract  value  of 
$466,000,  a  market  value  at  time  of  deferral  of  $559,000,  and  has  a  current 
market  value  of  $681,000. 

Mr.  Vanik.  You  are  really  a  permanent  agency  of  the  Govern¬ 
ment  and  I  believe  you  should  be  incorporated  as  a  permanent  agency 
of  the  Government  in  order  that  Government  can  pursue  a  permanent, 
lasting  policy  on  this  subject  of  mobilization. 

That  brings  me  to  the  next  question- 

Dr.  Flemming.  Might  I  say,  in  effect,  that  was  done  by  the  Con¬ 
gress  when  it  approved  Reorganization  Plan  No.  3  in  1953.  It  gives 
us  a  statutory  base  for  our  existence. 

Mr.  Vanik.  Yes. 

Well,  last  year,  I  asked  you  the  same  question  about  what  steps  were 
being  taken  to  incorporate  your  office  into  the  permanent  structure  of 
the  Government,  and  my  question  today  is,  are  you  any  closer  to  a  rec¬ 
ommendation  than  you  were  then? 

Dr.  Flemming.  If  I  understand  clearly  what  you  have  in  mind,  we 
are  a  part  of  the  jiermanent  structure  of  the  Government. 

IMr.  Vanik.  I  mean  incorporation  as  a  separate  department  or  with¬ 
in  other  departments  so  these  functions  could  be  permanently  carried 

1  The  difference  between  the  refinery  price  and  the  delivered  price  is  usually  about  0.3 
cent  per  pound. 

2  Subject  to  escalation. 
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on  in  accordance  with  the  rules  of  administration  of  all  Government 
offices. 

Dr.  Flemming.  By  law,  we  are  a  part  of  the  Executive  Office  of  the 
President,  and  I  feel  that  is  the  proper  place  for  an  office  of  this  kind. 
We  are  there  by  law.  Congress  has  put  us  there.  We  are  there  on 
an  indefinite  basis,  and  the  only  way  that  could  be  changed  would  be 
for  the  Congress  to  change  it  or  for  the  President  to  submit  a  new 
reorganization  plan  to  the  Congress,  which  of  course  the  Congress 
would  then  have  the  right  to  veto  under  the  reorganization  acts. 

1  think  the  objective  you  have  in  mind  has  been  realized-  Of  course, 
this  basic  act  that  we  have  to  administer  has  had  a  time  limit  on  it 
over  the  years. 

The  Chairman.  There  is  a  rollcall  for  a  vote  on  the  floor. 

Dr.  Flemming,  we  are  very  glad  to  have  your  views.  You  always 
state  your  case  with  ability  and  clarity,  and  we  are  always  glad  to 
heal’  them. 

Dr.  Flemming.  Thank  you,  Mr.  Chairman,  it  has  been  a  privilege 
to  be  here,  and  if  any  further  questions  arise  that  I  can  be  helpful  on  I 
will  be  very  happy  to  come  back. 

The  Chairman.  Thank  you  very  much. 

The  committee  will  recess  to  reconvene  tomorrow  morning  at  10 
o’clock. 

(Whereupon,  at  12 :  20  p.  m.,  the  committee  adjourned  to  reconvene 
at  10  a.  m.,  Wednesday,  March  14, 1956.) 
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WEDNESDAY,  MARCH  14,  1956 

House  of  Eefresentatives, 
CoMMiurEE  ON  Banking  and  Currency, 

W ashington^  D.  G. 

The  connuittee  met  at  10  a.  m.,  Hon.  Brent  Spence,  chairman, 
presiding. 

Present:  Chairman  Spence  (presiding),  and  Messrs.  Brown,  Pat¬ 
man,  Mnlter,  O’Hara,  Mrs.  Sullivan,  Messrs.  Fountain,  Reuss,  Healey, 
Talle,  Kilburn,  McDonough,  Betts,  McVey,  Hiestand,  and  Bolton. 

The  Chairman.  The  committee  will  be  in  order.  'We  will  resume 
hearings  on  H.  R.  9852. 

Secretary  Weeks  is  our  first  witness.  Mr.  Secretary,  you  may  pro¬ 
ceed  as  you  desire.  If  you  have  a  written  statement  you  may  read 
it  without  interruption  if  you  desire,  and  then  subject  yourself  to 
interrogation. 

STATEMENT  OF  HON.  SINCLAIR  WEEKS,  SECRETARY  OF  COMMERCE, 
ACCOMPANIED  BY  HORACE  B.  McCOY,  DEPUTY  ADMINISTRATOR, 
BUSINESS  AND  DEFENSE  SERVICES  ADMINISTRATION,  DEPART¬ 
MENT  OF  COMMERCE;  FREDERICK  MUELLER,  ASSISTANT  SECRE¬ 
TARY  FOR  DOMESTIC  AFFAIRS;  AND  CARL  F.  OECHSLE,  DEPUTY 
ASSISTANT  SECRETARY  FOR  DOMESTIC  AFFAIRS,  DEPARTMENT 
OF  COMMERCE 

Secretary  Weeks.  Mr.  Chairman,  I  have  a  short  statement,  if  I 
may  read  it.  Then  I  shall  be  happy  to  try  to  answer  questions. 

I  appreciate  the  opportunity  to  appear  before  this  committee  to 
support  a  further  extension  of  the  Defense  Production  Act  of  1950, 
as  amended,  for  a  period  of  2  years  as  is  proposed  in  FI.  R.  9852, 
which  I  understand  is  presently  being  considered. 

At  the  outset,  let  me  stress  what  I  consider  to  be  the  vital  and  con¬ 
tinuing  need  for  the  authority  presently  conferred  by  the  Congress 
on  the  executive  branch  by  the  Defense  Production  Act.  It  is  now, 
while  we  are  not  engaged  in  active  hostilities,  that  we  as  a  nation  can 
and  must  move  effectively  toward  that  state  of  reasonable  mobilization 
i-eadiness  which,  if  we  can  attain  it,  could  contribute  immeasurably 
to  our  national  survival  and  recovery  upon  the  happening  of  that 
emergency  which  we  all  face.  Indeed,  by  this  means  we  may  help 
to  assure  that  such  an  emergency  will  not  come  about.  The  powers 
and  authorities  contained  in  the  Defense  Production  Act  as  presently 
on  the  books  lie  at  the  very  heart  of  this  Govennnent’s  plans  and 
efforts  to  that  end,  both  in  the  area  of  current  military  production  and 
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construction  and  in  the  area  of  industrial  mobilization.  Let  me  say 
that  in  my  opinion  we  are  already  well  started  on  our  way  to  reaching 
the  necessary  condition  of  national  readiness. 

As  the  committee  is  aware,  I  am  sure,  the  Department  of  Commerce 
bears  major  responsibility  for  operations  under  the  act  which  affect 
the  greater  portion  of  American  industry.  These  operations,  founded 
upon  the  authority  contained  in  the  Defense  Production  Act,  repre¬ 
sent  a  significant  part  of  the  broad  responsibilities  which  have  been 
assigned  by  the  President  through  the  Director  of  Office  of  Defense 
Afobilization  to  the  Department  of  Commerce,  both  in  the  area  of 
current  defense  production  and  in  the  area  of  industrial  mobilization 
and  readiness.  Within  the  Department  of  Commerce,  Defense  Pro¬ 
duction  Act  functions  are  carried  out  largely  by  our  Business  and 
Defense  Services  Administration  and  also  by  the  Bureau  of  Foreign 
Commerce,  the  Census  Bureau,  the  Defense  Air  Transportation  Ad¬ 
ministration,  the  Alaritime  Administration,  the  Civil  Aeronautics 
Administration,  and  the  Bureau  of  Public  Koads. 

To  assure  an  uninterrupted  flow  of  those  products  and  materials 
required  to  meet  this  country’s  present  substantial  military  and 
Atomic  Energy  Commission  production  and  construction  programs, 
the  Business  and  Defense  Services  Administration  currently  main¬ 
tains  and  administers  a  greatly  simplified  materials  control  system 
based  upon  the  title  I — priorities  and  allocations — provisions  of  the 
Defense  Production  Act.  This  system  is  commonly  referred  to  as 
tile  Defense  Alaterials  System,  DAIS.  Present  levels  of  supply  of 
materials  and  products  are  such  that  despite  a  few  areas  of  tightness 
and  shortage  the  requirements  for  national  defense  are  not  of  suffi¬ 
cient  magnitude  to  justify  the  use  of  the  title  I  allocations  powers  to 
control  general  distribution  in  the  civilian  market  in  view  of  the 
very  restrictive  language  in  section  101  (b)  of  the  act.  However, 
the  necessity  for  keeping  in  effect  priorities  and  allocations  powers  to 
avoid  delays  and  difficulties  in  meeting  military  and  Atomic  Energy 
Commission  schedules  continues  to  be  demonstrated  in  recurrent  re¬ 
quests  from  the  services  for  numerous  special  priorities  assistance 
under  the  act. 

Likewise,  there  is  necessity  for  keeping  in  force  the  authority  for 
needed  expansion  of  productive  capacity  and  supply  which  is  pro¬ 
vided  by  title  III  of  the  act.  In  the  administration  of  these  powers 
the  Department  of  Commerce  plays  a  significant  role.  Units  of  the 
Department  maintain  constant  touch  with  those  industries  supplying 
products  and  services  essential  to  the  Nation’s  mobilization  program. 
From  time  to  time  they  make  special  studies  of  available  production 
capacity  to  meet  mobilization  requirements  for  the  products  of  the 
industries  assigned  to  them.  The  information  thus  gained  affords 
the  basis  for  recommendations  and  advice  by  this  Department  to  the 
Director  of  Office  of  Defense  Alobilization  respecting  proposed  action 
by  the  Government  in  exercise  of  the  expansion  powers  under  the  act. 
In  addition  to  recommendations  regarding  expansion  goals,  this  De¬ 
partment  makes  recommendations  to  the  Office  of  Defense  Alobiliza¬ 
tion  in  connection  with  applications  for  accelerated  tax  amortization 
certificates  under  the  Internal  Eevenue  Code. 

The  contribution  made  by  AA'OC’s  since  the  start  of  the  Korean 
conflict  has  been  of  inestimable  value  in  attaining  an  adequate  mobili- 
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zation  preparedness  posture.  Without  the  continuation  of  this  pro¬ 
gram  and  the  patriotic  assistance  of  the  AVOC’s,  the  task  of  this  Gov¬ 
ernment  in  preparing  for  possible  catastrophic  emergencies  would  be 
infinitely  more  difficult.  It  seems  anomalous,  therefore,  that  unusual 
restrictions  and  inhibitions  have  been  placed  upon  their  employment. 
1  strongly  urge,  accordingly,  that  this  committee  give  careful  consid¬ 
eration  to  the  elimination  from  the  Defense  Production  Act  of  what 
I  consider  a  most  objectionable  provision  of  the  law — the  re(iuirement 
that  AVOC'S  submit  statements  of  their  financial  interests.  This  pro¬ 
vision  of  the  act,  in  effect,  provides  two  standards  for  Government 
employment,  one  for  salaried  employees  and  one  for  those  who  serve 
their  Government  without  any  reward  other  than  the  satisfaction  of 
performing  an  invaluable  service  for  their  country.  I  think  it 
strange  indeed  that  the  latter  group  should  be  subjected  to  the  re¬ 
quirement  for  public  display  of  their  financial  interests.  This,  in  my 
opinion,  is  an  invasion  of  their  right  of  privacy,  which  I  find  extreme¬ 
ly  difficult  to  justify. 

I  note  that  H.  R.  9852  would  provide  for  a  2-year  extension.  In 
view  of  the  current  international  outlook  I  would  think  that  a  2-year 
extension  in  place  of  the  previous  extension  of  1  year  is  fully  justi¬ 
fied.  I  strongly  urge  that  the  committee  report  favorably  on  a  2-year 
extension,  thus  enabling  longer  range  planning  and  accomplishment 
in  the  field  of  mobilization  readiness. 

That,  Mr.  Chairman,  is  the  statement  of  the  Commerce  Department 
in  support  of  this  measure,  which  we  think  is  very  vital  to  the  security 
of  the  country  in  planning  for  emergency.  Thank  you,  sir. 

The  Chairman.  All  of  these  powers  are  exercised  by  your  Depart¬ 
ment,  and  the  Defense  Production  Administration.  They  were  dele¬ 
gated  to  you  by  the  President? 

Secretai’y  AVeeks.  The  President  delegated  them  to  Dr.  Flemming, 
Director  of  the  Office  of  Defense  Mobilization.  They,  in  turn,  by 
his  authority,  granted  him  or  delegated  certain  of  the  powers  to  the 
Department  of  Commerce. 

The  Chairman.  Hav^e  you  any  authority  over  the  powers  that  were 
delegated  to  the  Defense  Production  Administration? 

Secretary  Weeks.  No,  sir. 

The  Chairman.  You  have  no  power  to  veto  or  approve  or  disap¬ 
prove  ? 

Secretary  AYeeks.  No,  sir;  except  as  the  Secretary  of  Commerce  sits 
on  the  Defense  Mobilization  Board,  which  does  discuss  and  settle 
on  matters  of  high  policy  in  connection  with  mobilization  planning. 

The  Chairman.  Now,  in  the  Business  and  Defense  Seiwices  Admin¬ 
istration  of  the  Department  of  Commerce,  how  many  committees  have 
been  appointed? 

Secretary  AAYeks.  AA^e  have  25  industry  divisions,  as  they  are  called, 
Mr.  Chairman. 

The  Chairman.  How  man}"  directors  of  the  industry  divisions  are 
AVOC? 

Secretary  AAYeks.  At  the  ])resent  time  14  industry  divisions  are 
directed  by  AA^OC’s,  and  11  by  career  people. 

The  Chairman.  AA^hat  was  the  employment  of  those  peo])le  before 
they  were  assigned — or  their  employment  now,  probably,  to  various 
divisions?  AAYre  they  actively  engaged  in  the  production  of  the  mate¬ 
rials  which  the  division  has  charge  of  ? 
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SecretaiT  Weeks.  We  have  34  WOC's  in  BDSA  at  the  present 
time.  Twenty-one  are  in  the  industry  divisions,  14  of  whom  are 
directors  of  the  particular  industry  division,  and  then  thei’e  are  13 
on  a  consultant  basis.  They  all,  if  I  understand  your  question  cor¬ 
rectly,  they  all  came  from  industry,  but  once  they  arrive  on  the  scene 
they  take  an  oath  of  office  similar  to  the  one  that  I  take  or  anyone 
takes,  and  they  become  a  Government  employee,  so  to  s])eak,  and  they 
divorce  themselves  from  their  business  entirely. 

If  any  question  comes  up  involvino;  the  interest  of  a  company  from 
which  they  are  loaned,  they  iinmediately  disqualify  themselves  and 
take  no  part  in  any  decisions  that  would  affect  that  company. 

The  (hiAiRMAN.  It  is  your  opinion  they  do  that  uniformly,  without 
any  suggestion? 

Secretary  Weeks.  It  is  my  opinion  that  they  are  very  high  quality 
personnel,  and  they  conduct  themselves  with  very  scrupulous  integrity 
and  they  seiwe  the  Government,  just  as  I  am  trying  to  serve  it, 
without  fear  of  favoij  as  far  as  their  previous  connection  is  concerned. 

I  have  great  confidence  in  the  type  of  service  they  give. 

The  Chairman.  Each  one  of  those  men,  though,  come  from  the 
industry  over  which  the  division  has  jurisdiction  ? 

Secretary  Weeks.  Yes,  they  do.  From  different  industries. 

The  Chairman.  But  the  industry  they  have  been  alined  with  is 
the  industry  over  which  this  division  has  jurisdiction.  Do  they  have 
any  voice  in  policy  making? 

Secretary  Weeks.  No,  they  do  not.  The  law,  as  it  was  amended 
last  year,  the  Defense  Production  Act,  specifically  restricts  their 
activities  to  those  of  an  advisory  character.  They  have,  by  statute 
today,  no  part  in  policy  decision,  and,  as  a  matter  of  fact,  following 
the  passage  of  the  act  last  year,  three  assistant  administrators  whom 
we  have  very  immediately  made  career  people  so  that  everybody  on  a 
policy  leA'el — the  administrator,  the  deputy  administrator,  and  the 
three  assistant  administrators  of  BDSA  are  all  career,  full-time  Gov¬ 
ernment  people. 

The  Chairman.  Were  you  in  favor  of  that  restriction  in  the  law? 

Secretary  Weeks.  I  am  perfectly  happy  to  have  it  there.  That 
was  the  way  we  had  used  them  previously.  I  didnff  at  the  time  think 
that  it  was  essential  from  the  standpoint  of  the  operation,  but  we  Avere 
very  happy  to  carry  on  with  that  provision.  I  think  it  hasn’t  in 
effect  changed  the  operation,  because  policy  Avas  decided  by  people 
permanently  of  the  Government  sei-vice. 

The  Chairman.  What  influence  is  there  ?  Suppose  you  put  a  man 
at  the  head  of  one  of  those  divisions  and  his  purpose  was  to  faA’or 
his  industry.  How  much  influence  Avould  he  have  in  that  position  to 
do  that,  to  give  him  an  undue  advantage  over  other  competitive 
industries,  and  to  put  him  in  a  preferential  place  ? 

Secretary  Weeks.  Well,  I  don’t  think  his  purpose  was  to  favor  an 
industry  with  which  he  had  been  connected.  If  so,  he  avouIcI  have 
been  powerless  to  do  so.  We  are  all  Avorking  in  the  open,  and  he 
doesn’t  have  any  action  or  policy  decisions  to  make — purely  advisory 
and  functional,  and  I  don’t  think  that  he  Avould  have  any  poAver  to 
help  his  industry,  to  the  disadAnntage  of  another  industry. 

Of  course,  each  industry  in  this  setup  has  its  place  in  tlie  sun.  It 
would  to  my  mind  be  pretty  difficult  to  find  out  and  differentiate  and 
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distinguish  between  industries.  They  all  have  their  job  to  do  and 
their  functions  to  perform  in  our  mobilization  preparedness  and  in 
the  work  of  the  building  of  a  defense  establishment ;  so  I  would  have 
no  fear  on  that  score,  INIr.  Chairman. 

The  Chairman.  Well,  I  realize  that  if  he  intended  to  do  that  he 
wouldn’t  do  it  in  the  open.  He  would  do  it  in  a  way  that  would  not 
disclose  his  intentions.  You  don’t  think  any  of  them  have  used  their 
power  to  benefit  their  own  interests  ? 

Secretary  Weeks.  I  do  not,  sir.  I  think  in  the  first  place  they  are 
men  of  character  and  integrity.  We  know  about  them  before  they 
come.  They  have  standing  in  their  community.  I  am  positive  they 
will  not  come  down  here  to  take  any  action  that  they  shouldn’t,  and 
1  don’t  think  if  they  attempted  to  they  wonld  be  able  to  under  our 
setup.  This  WOC  program  gives  us  a  tremendousl}"  close  liaison 
with  business  and  by  having  a  share  of  our  people  from  industry  and 
a  share  of  them  on  a  career  basis  we  get  a  revolving  contact  with 
I  people  coming  from  business  who  are  able  to  tell  us  in  great  detail 
about  how  the  approach  might  well  be  made  to  a  business  problem. 

It  is  a  very  good  system,  and  it  is  building  a  reserve.  We  are  not 
in  this  program  thinking  solely  of  today.  We  are  thinking  of  the 
possible  trouble  that  may  come  to  this  countiy  when  we  will  need 
this  reserve  of  men  who  know  how  the  wheels  go  round  here  and  can 
come  in  and  help. 

The  Chairman.  Do  yon  search  for  these  men?  Do  you  discover 
the  people  you  think  can  hel])  or  do  they  offer  their  services  as  a  rule? 

Secretary  Weeks.  jSTo.  We  go  to  the  industry,  for  example.  If 
the  industry  has  a  trade  association  in  which  they  are  represented, 
we  may  talk  to  them.  Or  suppose  we  have  a  man  today  I’epresent- 
ing  that  industry.  We  need  another  one  to  take  his  place  because 
they  turn  over  on  about  a  6-  to  9-month  basis,  and  we  need  another 
man  and  we  may  go  to  the  industry  association  and  have  them  try 
to  help  us  pick  out  someone.  We.  do  it  in  a  variety  of  ways,  but  we 
try  to  get  good  men  who  are  willing  to  come  down  here  and  give 
their  time  to  their  country  on  this  short-time  basis. 

The  Chairman.  Ai-e  those  men  usually  the  chief  executives  or  are 
they  subordinates  of  the  companies? 

I  Secretary  Weeks.  In  some  instances  they  are  men  who  haiT-  actu¬ 
ally  retired  from  the  business.  In  the  particular  company  they  are 
with  they  may  have  reached  the  retirement  age  and  they  go  on  the 
retirement  roles,  and  we  have  some  of  those.  Except  in  rare  in¬ 
stances,  we  have  none  of  the  heads  of  companies.  We  have  heads 
of  divisions,  vice  presidents  of  the  companies,  and  heads  of  depart¬ 
ments,  sales  managers,  and  vdiatnot.  They  occupy  responsible  posi¬ 
tions  in  their  company,  but  rarely  the  headman. 

The  Chairman.  Are  they  usually  authorized  or  selected  by  trade 
associations  ? 

Secretary  Weeks.  No.  There  are  none  selected  by  them.  Their 
names  are  suggested.  We  make  the  final  selection.  We  satisfy  our¬ 
selves  that  a  particular  man  is  suited  for  the  position  that  we  need 
to  fill,  and  we  give  him  a  very  good  indoctrination  and  briefing  on 
what  his  duties  and  responsibilities  are,  and  he  holds  his  hand  up  and 
takes  his  oath  of  office  and  becomes  a  Government  servant,  just  as  I 
am  or  anyone  else. 
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The  Chaimian.  You  want  this  act  extended  for  2  years? 

Secretary  Weeks.  Yes,  sir.  I  think,  with  world  conditions  as  they 
are,  I  think  we  are  sure  to  have  occasion  for  adequate  preparedness 
in  buildino-  our  mobilization  bases,  and  so  forth.  I  think  it  would 
be  very  well  to  keep  it  going  for  2  years. 

The  Chairman.  Would  you  recommend  any  additional  powers,  or 
that  it  be  extended  as  it  is  ? 

Secretary  Weeks.  We  are  for  the  bill  as  it  is. 

The  Ch/URman.  You  don’t  think  you  ought  to  have  powers  of 
search  and  condemnation  or  stabilization  of  prices  and  wages  or  any 
of  those? 

Secretary  Weeks.  No.  I  think,  Mr.  Chairman,  that  the  controls 
that  are  in  existence  today  are  adequate  for  the  purpose,  and  I  think 
we  can  go  along  without  any  change  in  those  controls.  I  don’t  think 
we  need  them  at  this  time. 

The  Chairman.  Are  there  any  questions  ? 

Mr.  Broavn.  Mr.  Secretary,  I  noticed  in  section  710  the  law  reads  i 
this  way -  " 

Secretary  Weeks.  Wliich  section,  sir? 

Mr.  Brown.  710. 

Heads  of  departments  and  agencies  shall  take  steps  to  avoid  to  as  great  extent 
as  possible  any  conflict  between  governmental  duties  and  private  interests  of 
personnel. 

Are  you  carrying  out  this  section  ? 

Secretary  Weeks.  Are  you  reading  from  page  20,  sir  ? 

Mr.  Broavn.  I  don’t  know.  It  reads  this  way,  “Heads  of  depart- 
ments”- - 

Secretary  Weeks.  In  the  appointment  of  personnel  and  assign¬ 
ment  of  duties,  the  head  of  the  department  shall  take  steps  to  avoid 
as  much  as  possible  any  conflict  between  governmental  duties  and 
business  interests ;  is  that  the  one  ? 

Mr.  Brown.  Yes,  sir. 

Secretary  Weeks.  We  certainly  do  everything  we  can  to  see  there  is 
no  conflict  of  interest.  I,  myself,  nor  Avould  my  associates,  tolerate 
it  for  a  second.  Just  occasionally  there  might  be  a  possibility  of  a 
situation  Avhere  the  interest  of  a  company  from  which  a  man  may  be 
loaned  might  be  involved.  In  that  case  he  would  disqualify  himself,  ( 
just  as  a  judge  of  a  court  Avould  disqualify  himself  if  he  didn’t  feel 
that  he  could  properly  judge  a  case.  We  are  on  that  all  of  the  time. 

Mr.  Broavn.  I  think  that  is  one  of  the  most  important  things  which 
we  iilaced  in  the  bill  last  year.  I  am  glad  to  knoAV  that  you  are  carry¬ 
ing  this  section  out  to  the  best  of  your  ability. 

Secretary  Weeks.  We  are,  sir. 

The  Chairman.  Mr.  Secretary,  do  you  think  these  jieople  who  have 
just  recently  come  from  industry,  and  have  been  given  duties  to  per¬ 
form  for  the  Federal  Government  that  are  very  important,  disapprove 
the  requirement  that  they  should  state  their  interest  ? 

I  wouldn’t  think  they  would  feel  that  that  Avas  any  reflection  upon 
them.  I  would  think  they  Avould  be  glad  to  do  that.  Uo  you  find 
them  resentful  of  that  ? 

Secretary  Weeks.  Well,  you  mean  the  financial  interests  ? 

The  Chairman.  Yes. 
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Secretary  Weeks.  No.  I  don't  say  they  are  resentful  or  intimate 
that  they  are.  Of  course,  they  are  the  only  people  connected  with  the 
Government  required  to  make  such  a  disclosure.  The  rule  of  pri¬ 
vacy  in  a  man's  personal  affairs  is  pretty  well  established  in  the  In- 
tei’nal  Revenue  Codes,  for  example,  and  I  have  felt  that  it  was  a  little 
unfair  to  make  them  disclose  their  personal  financial  interests,  but 
they  have  done  it,  and  done  it  without  question,  to  conform  to  the 
statute  as  it  is  presently  written,  sir. 

Tlie  CHAiR:\tAN.  Don’t  you  think  there  is  an  exception  ?  They  have 
been  taken  from  industry,  where  they  have  been  greatly  interested, 
and  they  have  been  put  into  Government  to  advise  the  Government 
and  maybe  have  some  effect  on  policy  that  would  be  beneficial  to  their 
interests  and  their  holdings.  Don’t  you  think  they  would  be  glad  to 
report  that  in  order  to  show  the  situation,  and  let  their  policies  and 
let  their  actions  he  governed  and  judged  in  accordance  with  their 
interests  ?  I  should  think  they  would  be  glad  to  do  that.  It  seems  to 
me  that  would  be  a  protection  to  them. 

Secretary  Weeks.  I  think  a  man  that  would  need  that  to  be  a  proper 
member  of  the  team  as  a  WOC,  if  he  needs  that  publicity  to  keep 
him  on  the  line,  I  wouldn't  want  him  anyway,  because  we  want  men 
there  that  are  men  of  character  and  integrity,  and  that  will  have  no 
part  of  a  conflict  of  interest.  I  think  it  is  always  distasteful  to  peo¬ 
ple.  I  think  they  would  rather  have  the  privacy  that  you  and  I  en¬ 
joy  in  our  relationship  with  the  Government,  sir. 

The  Chairman.  I  think  that  is  absolutely  true.  I  think  a  man  shall 
be  secure  in  his  person,  papers,  and  home,  and  all  that,  but  it  seems 
to  me  there  is  a  little  difference  in  the  ordinary  privacy  that  is  given 
a  man  by  law  and  privacy  that  a  man  shoidd  have  if  he  is  taken  from 
industry  to  serve  his  Government  in  matters  affecting  industry. 

It  seems  to  me  that  it  is  no  reflection  on  him  to  let  the  public  know 
what  his  interests  are  so  they  can  judge  his  conduct  in  regard  to 
that. 

Secretary  Weeks.  Well,  the  only  wa}^  I  can  ])ut  it  is  that  I  think  if 
he  wasn’t  all  right  without  it  he  wouldn’t  be  all  light  with  it,  and 
if  he  isn’t  all  right  Avithout,  I  wouldn’t  Avant  him  anyAvay. 

The  Chairman.  The  men  that  are  all  right  are  not  so  meticulous 
about  those  things.  It  is  the  fellow  that  is  not  all  right,  and  I  think 
the  felloAV  that  is  all  right  Avouldn’t  care.  Tliat  is  the  way  I  feel 
about  it. 

Are  there  any  further  questions  ? 

Mr.  Patman.  Mr.  Chairman. 

Doctor,  do  you  have  something? 

Mr.  Talle.  I  Avill  defer  for  the  moment. 

Mr.  Patman.  That  is  all  right.  Go  ahead. 

Mr.  Talee.  Mr.  Secretary,  I  like  your  statement  very  much. 

I  believe  firmly  that  any  man  who  is  a  man  in  the  real  sense  puts  a 
veiy  high  value  on  his  reputation.  Isn’t  that  right,  Mr.  Secretary  ? 

Secretary  Week.  I  think  he  does,  sir. 

Mr.  Talle.  And  any  man  Avho  goes  into  Government  in  the  capacity 
of  WOC  has  made  a  good  reputation  before  entering  upon  such  serv¬ 
ice;  is  that  right? 
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Secretary  Weeks.  Yes,  sir;  he  has  arrived  in  his  own  business  so 
that  he  has  some  reputation  for  ability,  character,  and  so  forth. 

Mr.  TxVlle.  And  certainly  he  would  think  twice  and  more  times 
before  he  would  permit  any  act  of  his  to  destroy  that  reputation,  par¬ 
ticularly  as  a  servant  of  the  Government. 

Secretary  Weeks.  Well,  if  he  wouldn’t  think  twice  and  three  times 
I  wouldn’t  want  him  around. 

Mr.  Talxje.  That  is  why  I  fail  to  understand  the  fear  that  some 
people  have  of  these  persons.  America’s  capacity  to  produce  is  cer¬ 
tainly  an  outstanding  factor  in  our  success  iii  domestic  as  well  as 
foreign  affairs,  is  it  not,  Mr.  Secretary  ? 

Secretary  MYeks.  Yes,  sir. 

]Mr.  Talee.  These  are  people  who  know  business  and  know  tech¬ 
nology.  I  w’ouldn’t  want  a  man  who  doesn’t  know  anything  about 
the  thing  he  is  to  deal  with.  We  cannot  expect  to  get  exjoert  service 
from  people  who  do  not  jiossess  the  knowledge  that  qualifies  them  to 
bear  the  title  of  experts. 

Thank  you,  Mr.  Chairman. 

Mr.  Patman.  Mr.  Chainnan. 

]Mr.  Secretary,  you  testified  last  year,  and  you  wei’e  requested  to 
place  in  the  record,  which  you  did,  the  names  and  other  infoi’mation 
of  the  Business  Advisory  Council  for  the  Department  of  Commerce, 
and  I  would  like  to  ask  you  to  bring  the  list  up  to  date  and  to  note 
any  changes  that  have  been  made,  if  you  please. 

Secretary  'Weeks.  I  would  be  very  happy  to. 

.Mr.  IAtman.  That  commences  on  page  50  of  the  hearings  of  last 
year. 

Commencing  at  page  08  of  the  hearings  of  last  year,  there  is  another 
list  of  people  who  have  industry  officials  employed  without  compensa¬ 
tion  in  NPxV  and  also  BDSA.  I  would  like  for  you  to  bring  that  list 
ujD  to  date,  also,  if  you  will,  Mr.  Weeks. 

Secretar}^  "Weeks.  We  will. 

(The  data  requested  above  is  as  follows:) 

BUSINESS  x\.DVISORY  COUNCIL  FOR  THE  DEPARTMENT  OF  COMMERCE 


Member.sliip,  February  19.16 


Hon.  Sinclair  Weeks,  ex  ofticio  general  chairman. 
Eugt'iie  Holman,  chairman. 

S.  U.  Bechtel,  vice  chairm.au.' 

Crawford  H.  Greenewalt,  vice  chairman. 

T.  V.  Houser,  vice  chairman.' 

Sidney  .1.  Weinberg,  vice  chairman. 

Walter  White,  ex(>cutive  director. 


ICXECmVE  COMMITTEE 


S.  D.  Be<'htel.' 

.John  I).  Biggers. 

Jame.s  P>.  Black. 

Harold  Boe.schenstein. 
Ralph  .1.  Coriliner. 
Donald  K.  r)avid. 
Crawford  H.  Greenewalt. 
Eugene  Holman. 


T.  V.  Houser. 

Fred  Lazarus,  Jr. 
Geo.  H.  Ixove. 

.1.  P.  Spang,  Jr. 
Robert  T.  Stevens.' 
.ioliTi  C.  Virden. 
Sidney  J.  M’einberg. 


^  N^ew  Vice  Chairman. 

2  New  member.s  of  executive  committee. 
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ACTIVE  MEM  HERS 

Robert  B.  Andersou,  president,  Ventures,  Ltd.,  230  Park  Avenue,  New  York  17, 
N.  Y. 

S.  D.  Bechtel,  president,  Bechtel  Corp.,  155  Sansoine  Street,  San  Francisco  4,  Calif. 

Joliii  U.  Biggers,  chairman,  Lihbey-Owens-Ford  Glass  Co.,  National  Bank  Build¬ 
ing,  Toledo  3,  Ohio. 

James  B.  Black,  chairman,  Pacilic  Gas  &  Electric  Co.,  245  Market  Street,  San 
Francisco  6,  Calif. 

Harold  Boesclienstein,  chairman  and  president,  Owens-tiorning  Fiherglas  Corp., 
Toledo  1,  Ohio. 

Fred  Bohen,  president,  Meredith  Publishing  Co.,  1716  Locust  Street,  Des  Moines  3, 
Iowa. 

Ernest  K.  Breech,  chairman.  Ford  Motor  Co.,  3000  Schaefer  Road,  Dearborn,  Mich. 

Paul  C.  Cabot,  president.  State  Street  Investment  Corp.,  140  Federal  Street, 
Boston  10,  IMass. 

James  V.  Carmichael,  president,  Scrii)to,  Inc.,  423  Houston  Street,  Atlanta  2,  Ga. 

Walker  L.  Cisler,  president,  Detroit  Edison  Co..  2000  Sec-ond  Avenue,  Detroit  26, 
Mich. 

Lucius  D.  Clay,  chairman.  Continental  Can  Co.,  Inc.,  lOO  East  42d  Street,  New 
York  17,  N.  Y. 

Ralph  J.  Cordiner,  president,  General  Electric  Co.,  570  Lexington  Avenue, 
New  York  22,  N.  Y. 

John  Cowles,  president,  the  Minneapolis  Star  and  Tribune,  425  Portland,  Min¬ 
neapolis  15,  Minn. 

Harlow  H.  Curtice,  president.  General  Motors  Corp.,  3044  West  Grand  Boule¬ 
vard,  Detroit  2,  Mich. 

Charles  E.  Daniel,  chairman,  Daniel  Construction  Co.,  P.  O.  Box  2286,  Green¬ 
ville,  S.  C. 

Donald  K.  David,  chairman,  executive  committee.  The  Ford  Foundation,  477 
Madison  Avenue,  New  York,  N.  Y. 

Frank  R.  Denton,  vice  chairman,  Mellon  National  Bank  &  Trust  Co.,  Pittsburgh 
30,  Pa. 

Charles  D.  Dickey,  chairman,  executive  committee,  J.  P.  Morgan  &  Co.,  Inc., 
23  Wall  Street,  New  York  8,  N.  Y. 

Marion  B.  Folsom,  Secretary  of  Health,  Education,  and  Welfare,  Washington  25, 
D.  C. 

William  C.  Foster,  executive  vice  president,  Olin  Mathieson  Chemical  Corp., 
460  Park  Avenue,  New  York  22,  N.  Y. 

G.  Keith  Funston,  president.  New  York  Stock  Exchange  Eleven  Wall  Street, 
New  York  5,  N.  Y. 

Crawford  H.  Greenewalt,  president,  E.  I.  du  Pont  de  Nemours  &  Co.,  Wilming¬ 
ton  98,  Del. 

Fred  G.  Gurley,  president,  the  Atchison,  Topeka  &  Santa  Fe  Railway  System, 
80  East  Jackson  Boulevard,  Chicago  4,  Ill. 

Joseph  B.  Hall,  president,  the  Kroger  Co.,  35  East  Seventh  Street,  Cincinnati  1, 
Ohio. 

Robert  March  Planes,  president,  Wachovia  Bank  &  Trust  Co.,  'Winston-Salem  1, 
N.  C. 

Eugene  Holman,  chairman.  Standard  Oil  Co.  (N.  J.),  30  Rockefeller  Plaza,  New 
York  20,  N.  Y. 

T.  V.  Houser,  chairman.  Sears,  Roebuck  &  Co.,  Chicago  7,  Ill. 

Devereux  C.  Josephs,  chairman.  New  York  Life  Insurance  Co.,  51  Madison  Avenue, 
New  York  10,  N.  Y. 

E.  H.  Lane,  president,  the  Lane  Co.,  Inc.,  Altavista,  Va. 

Fred  Lazarus,  Jr.,  president.  Federated  Department  Stores,  Inc.,  707  Race 
Street,  Cincinnati  2,  Ohio. 

Donald  B.  Lourie,  president,  the  Quaker  Oats  Co.,  Merchandise  Mart  Plaza,  Chi¬ 
cago  54,  Ill. 

Geo.  11.  Love,  president,  Pittsburgh  Consolidation  Coal  Co.,  Inc.,  Koppers  Build¬ 
ing,  Pittsburgh  19,  Pa. 

Roswell  Magill,  Cravath,  Swaine,  &  Moore,  15  Broad  Street,  New  York  5,  N.  Y. 

Deane  W.  Malott,  president.  Cornell  University,  Ithaca,  N.  Y. 

J.  W.  McAfee,  president.  Union  Electric  Co.  of  Missouri,  315  North  12th  Boule- 
vmrd,  St.  Louis  1,  Mo. 

Thomas  B.  McCabe,  president,  Scott  Paper  Co.,  Front  and  Market  Streets,  Ches¬ 
ter,  Pa. 

L.  F.  McCollum,  president.  Continental  Oil  Co.,  Box  2197,  Houston  1,  Tex. 
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Earl  M.  McGowin,  vice  president,  W.  T.  Smith  Lumber  Co.,  Chapman,  Ala. 

Paul  B.  McKee,  president.  Pacific  Power  &  Light  Co.,  Public  Service  Building, 
Portland  4,  Oreg. 

George  G.  Montgomery,  president,  Kern  County  Land  Co.,  600  California  Street, 
San  Francisco  8,  Calif. 

W.  J.  Murray,  Jr.,  chairman,  executive  committee,  McKesson  &  Robbins,  Inc., 
155  East  44th  Street,  New  York  17,  N.  Y. 

Aksel  Nielsen,  president.  The  Title  Guaranty  Co.,  1711  California  Street,  Den¬ 
ver  2,  Colo. 

A.  Q.  Petersen,  president.  Wesson  Oil  &  Snowdrift  Co.,  Inc.,  210  Baronne  Street, 
New  Orleans  12,  La. 

Paul  Pigott,  president.  Pacific  Car  &  Foundry  Co.,  120  West  Hudson  Street, 
Seattle  4,  Wash. 

Gwilym  A.  Price,  chairman  and  president,  Westinghouse  Electric  Corp.,  Pitts¬ 
burgh  30,  Pa. 

Clarence  B.  Randall,  chairman,  Inland  Steel  Co.,  38  South  Dearborn  Street,  Chi¬ 
cago  3,  Ill. 

Alden  G.  Roach,  president,  Columbia-Geneva  Steel  Division,  United  States  Steel 
Corp.,  120  Montgomery  Street,  San  Franci.sco  6,  Calif. 

Donald  .1.  Russell,  president.  Southern  Pacific  Co.,  65  Market  Street,  San  Fran¬ 
cisco  5,  Calif. 

Charles  Sawyer,  partner,  Dinsmore,  Shohl,  Sawyer  &  Dinsmore,  Union  Central 
Building,  Cincinnati  2,  Ohio. 

C.  R.  Smith,  president,  American  Airlines,  100  Park  Avenue,  New  York  17,  N.  Y. 

J.  P.  Spang,  Jr.,  president,  The  Gillette  Co.,  Gillette  Park,  Boston  6,  Mass. 

Kenneth  A.  Spencer,  president,  Spencer  Chemical  Co.,  Dwight  Building,  Kansas 
City  5,  Mo. 

A.  E.  Staley,  Jr.,  president,  A.  E.  Staley  Manufacturing  Co.,  Decatur,  Ill. 

B''rauk  Stanton,  president,  Columbia  Broadcasting  System,  Inc.,  485  Madison 
Avenue,  New  York  22,  N.  Y. 

Robert  T.  Stevens,  president,  J.  P.  Stevens  &  Co.,  Inc.,  1460  Broadway,  New  York 
36,  N.  Y. 

R.  Douglas  Stuart,  Ambassador  to  Canada,  United  States  Embassy,  Ottawa, 
Ontario,  Canada. 

Charles  Allen  Thomas,  president,  Monsanto  Chemical  Co.,  1700  South  Second 
Street,  St.  Louis  4,  Mo. 

John  C.  Virden,  chairman,  John  C.  Virden  Co.,  6103  Longfellow  Avenue,  Cleve¬ 
land  3,  Ohio. 

Sidney  .J.  Weinberg,  partner,  Goldman,  Sachs  &  Co.,  30  Pine  Street,  New  York  5, 

N.  Y. 

.John  Hay  Whitney,  senior  partner,  J.  H.  Whitney  &  Co.,  630  Fifth  Avenue,  New 
York  20,  N.  Y. 

Langbourne  M.  Williams,  president,  Freeiwrt  Sulphur  Co.,  161  East  42nd  Street, 
New  York  17,  N.  Y. 

graduate  members 

Winthrop  W.  Aldrich,  Ambassador  to  Great  Britain,  American  Embassy,  Lon¬ 
don,  W.  1,  England. 

S.  C.  Allyn,  president.  The  National  Cash  Register  Co.,  Main  and  K  Streets, 
Dayton  9,  Ohio. 

Clarence  Avildsen,  chairman,  Avildsen  Tools  and  Machines,  Inc.,  100  Lafayette 
Street,  New  York  13,  N.  Y. 

W.  L.  Batt,  Kenilworth  Apartments,  Philadelphia  44,  Pa. 

Mason  Britton,  vice  chairman.  Metal  Cutting  Tool  Institute,  Chrysler  Building, 
New  York  17,  N.  Y. 

Edward  E.  Brown,  chairman,  the  First  National  Bank  of  Chicago,  38  South 
Dearborn  Street,  Chicago  3,  Ill. 

I’rentiss  M.  Brown,  chairman,  Mackinac  Bridge  Authority,  St.  Ignace,  Mich. 

Howard  Bruce,  chairman,  executive  committee,  Worthington  Corp.,  P.  O.  Box 
987,  Baltimore  3,  Md. 

J.  T.  Cecil,  619  Euclid  Avenue,  Bristol,  Va. 

Charles  S.  Cheston,  I’hihulelphia  National  Bank  Building,  1416  Chestnut  Street, 
Philadelphia  2,  Pa. 

C.  S.  Ching,  Cyrus  S.  Ching  Associates,  1625  Eye  Street  NW.,  Washington  6, 

10.  c. 

John  L.  Collyer,  chairman,  the  B.  F.  Goodrich  Co.,  500  South  Main  Street, 
Akron  18,  Ohio. 
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Cai’le  C.  Conway,  chairman,  executive  committee,  Continental  Can  Company, 
Inc.,  100  East  42cl  Street,  New  York  17,  N.  Y. 

Edw.  B.  Cosgrove,  chairman.  Green  Giant  Co.,  Le  Sueur,  Minn. 

C.  R.  Cox,  president,  Kennecott  Copper  Corp.,  161  East  42d  Street,  New  York  17, 

N.  Y. 

W.  Howard  Cox,  chaii-man.  The  Union  Central  Life  Insurance  Co.,  Cincinnati 
2,  Ohio. 

Paul  L.  Davies,  president,  Food  Machinery  &  Chemical  Corp.,  P.  O.  Box  760, 
San  Jose  6,  Calif. 

R.  R.  Deupree,  chairman.  The  Procter  &  Gamble  Co.,  Cincinnati  1,  Ohio. 

Robert  G.  Elbert,  599  Madison  Avenue,  New  York  22,  N.  Y. 

W.  Y.  Elliott,  Department  of  Government,  Harvard  University,  Cambridge  38, 
Mass. 

Fi'ed  Rogers  Fairchild,  Knox  Professor  Emeritus  of  Economics,  Yale  University, 
New  Haven,  Conn. 

Benjamin  F.  Fairless,  president,  American  Iron  &  Steel  Institute,  350  Fifth 
Avenue,  New  York  1,  N.  Y. 

Charles  T.  Fisher,  Jr.,  president.  National  Bank  of  Detroit,  Detroit  32,  Mich. 

Ralpli  E.  Flanders,  United  States  Senate,  Washington  25,  D.  C. 

Robert  V.  Fleming,  chairman,  the  Riggs  National  Bank,  Washington  13,  D.  C. 

J.  F.  Fogarty,  chairman,  finance  committee,  the  Cleveland  Electric  Illuminating 
Co.,  60  Broadway,  New  York  4,  N.  Y. 

Henry  Ford  II,  president.  Ford  Motor  Co.,  3000  Schaefer  Road,  Dearborn,  Mich. 

Clarence  Francis,  2.50  Park  Avenue,  New  York  17,  N.  Y. 

James  D.  Francis,  president,  the  Powellton  Coal  Co.,  P.  O.  Box  2173,  Huntington 
18,  W.  Va. 

.lohn  M.  Franklin,  president.  United  States  Lines  Co.,  One  Broadway,  New  York  4, 
N.  Y. 

H.  B.  Friele,  president,  the  Nakat  Packing  Corp.,  Dexter  Horton  Building,  Seattle 
4,  Wash. 

Frederick  V.  Gier,  president,  the  Cincinnati  Milling  Machine  Co.,  Cincinnati  9, 
Ohio. 

Henry  F.  Grady,  1101  Green  Street,  San  Francisco  9,  Calif. 

Holland  J.  Hamilton,  342  JIadison  Avenue,  New  York  17,  N.  Y. 

John  M.  Hancock,  partner,  Lehman  Bros.,  1  William  Street,  New  York  4,  N.  Y. 

W.  A.  Harriman,  Governor  of  the  State  of  New  York,  Executive  Mansion,  Albanv, 
N.  Y. 

W.  H.  Harrison,  president.  International  Telephone  &  Telegraph  Corp.,  67  Broad 
Street,  New  York  4,  N.  Y. 

Henry  H.  Heimann,  executive  vice  president.  National  Association  of  Credit  Men, 
229  Fourth  Avenue,  New  York  3,  N.  Y. 

Paul  G.  Hoffman,  chairman,  executive  committee,  Studebaker-Packard  Corp., 
4530  Loma  Vista  Avenue,  Los  Angeles  58,  Calif. 

Thomas  S.  Holden,  vice  chairman,  F.  W.  Dodge  Corp.,  119  West  40th  Street,  New 
York  18,  N.  Y. 

Lou  E.  Holland,  chairman,  Holland  Engraving  Co.,  422  Admiral  Boulevard, 
Kansas  City  6,  Mo. 

John  Holmes,  chairman,  Swift  &  Co.,  Union  Stock  Yards,  Chicago  9,  Ill. 

Charles  R.  Hook,  chairman,  Armco  Steel  Corp.,  Middletown,  Ohio. 

Janies  W.  Hook,  chairman.  The  United  Illuminating  Co.,  80  Temple  Street,  New 
Haven  6,  Conn. 

Preston  Hotchkis,  chairman,  investment  committee.  Founders’  Insurance  Co., 
523  West  Sixth  Street,  Los  Angeles  14,  Calif. 

Amory  Houghton,  chairman.  Corning  Glass  Works,  Corning,  N.  Y. 

A.  W.  Hughes,  president,  J.  C.  Penney  Co.,  Inc.,  330  West  34th  Street,  New  York  1, 
N.  Y. 

George  M  Humphrey,  Secretary  of  the  Treasury,  Washington  25,  D  C. 

Austin  S.  Igleheart,  2.50  North  Street,  White  Plains,  N.  Y. 

Eric  Johnston,  president.  Motion  Picture  Association  of  America,  Inc.,  1600  Eye 
Street,  NW.,  Washington  6,  D.  C. 

.\lfred  W.  Jones,  chairman.  Sea  Island  Co.,  Sea  Island,  Ga. 

Harrison  Jones,  1609  Candler  Building,  Atlanta,  Ga. 

Ernest  Kanzler,  vice  chairman.  Universal  CIT  Credit  Corp.,  United  Artists  Build¬ 
ing,  Detroit  26.  Mich. 

Henry  P.  Kendall,  chairman.  The  Kendall  Co.,  140  Federal  Street,  Boston  10, 
Mass. 
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James  S.  Knowlson,  chairman,  Stewart-Waruer  Corp.,  1826  Diversey  Parkway,, 
Chicago  14,  Ill. 

Emory  Scott  Land,  director  and  consnltant,  General  Dynamics  Corp.,  1001  Con¬ 
necticut  Avenue  NW.,  Washington  6,  D.  C. 

Roger  D.  Lapham,  215  Market  Street,  San  Francisco  5,  Calif. 

C.  K.  Leith,  professor  emeritus  of  geology,  I’niversity  of  Wisconsin,  Madison, 
Wis. 

IVilliam  E.  Levis,  Ohio  Building,  Toledo  1,  Ohio. 

Paul  W.  Litchfield,  chairmau,  The  Goodyear  Tire  &  Rubber  Co.,  1144  East  Market 
Street,  Akron  16,  Ohio. 

J.  Spencer  Love,  chairman,  Burlington  Industries,  Inc.,  Box  L-1,  Greensboro, 
N.  C. 

Robert  L.  Lund,  president,  St.  Louis  College  of  Pharmacy  and  Allied  Sciences, 
300  South  Euclid  Avenue,  St.  Louis  10,  Mo. 

George  C.  Marshail,  Dodona  Manor,  Leesburg,  Va. 

John  L.  McCaffrey,  president.  International  Harvester  Co.,  180  North  Michigan 
Avenue.  Chicago  1,  111. 

Charles  P.  McCormick,  chairman  and  president,  McCormick  &  Co.,  Inc.,  Light  and 
Barre  Streets,  Baltimore  2,  Md. 

James  II.  McGraw,  Jr.,  president,  Old  Town  Corp.,  345  Madison  Avenue,  New 
York  17,  N.  Y. 

John  P.  McWilliams,  chairman.  The  Youngstown  Steel  Door  Co.,  The  Arcade, 
Cleveland  14,  Ohio. 

George  II.  Mead,  honorary  chairman.  The  Mead  Corp.,  118  West  First  Street, 
Dayton  2,  Ohio. 

James  D.  Mooney,  J.  D.  Mooney  Associates,  11  West  42d  Street,  New  York  36, 
N.  Y. 

Thomas  A.  Morgan,  250  Park  Avenue,  New  York  17,  N.  Y. 

George  L.  Morrison,  chairman  and  president.  General  Baking  Co.,  420  Lexington 
Avenue,  New  York  17,  N.  Y. 

1).  Hayes  Murphy,  chairmau.  The  Wiremold  Co.,  Hartford  10,  Conn. 

Nicholas  H.  Noyes,  chairman,  finance  committee,  Eli  Lilly  &  Co.,  740  South  Ala¬ 
bama  Street,  Indianapolis  6,  Ind. 

C.  R.  I’almer,  10  East  40th  Street,  New  York  16,  N.  Y. 

Richard  C.  Patterson,  Jr.,  Ill  Broadway,  New  York,  N.  Y. 

T.  S.  Peterson,  president.  Standard  Oil  Company  of  California,  225  Bush  Street. 
San  Francisco  20,  Calif. 

John  L.  Pratt,  Chatham,  Fredericksburg,  Va. 

H.  W.  Prentis,  Jr.,  chairman,  Armstrong  Cork  Co.,  Lancaster,  Pa. 

Edgar  M.  Queeny,  chairman,  Monsanto  Chemical  Co.,  1700  South  Second  Street, 
St.  Ia)uis  4,  Mo. 

I’hilip  1).  Reed,  chairman.  General  Electric  Co.,  570  Lexington  Avenue,  New 
York  22,  N.  Y. 

Winfield  W.  Riefier,  Assistant  to  the  Chairman,  Board  of  Governors  of  the  Fed¬ 
eral  Reserve  System,  Washington  25,  D.  C. 

IV'alter  M.  Ringer,  chairman,  Foley  Manufacturing  Co.,  3300  Fifth  Street  NE., 
Minneapolis  18,  Minn. 

Reuben  B.  Robertson,  chairman  and  president,  the  Champion  Paper  &  Fibre  Co., 
Canton,  N.  C. 

Reuben  B.  Robertson,  Jr.,  Deputy  Secretary  of  Defen.se,  Washington  25,  D.  C. 

W.  S.  S.  Rodgers,  Chrysler  Building,  135  East  42d  Street,  New  York  17,  N.  Y, 

Emil  Schram,  Hill  Crest,  Peru  1,  Ind. 

Blackwell  Smith,  Smith,  Sargent,  Doman  and  Grant,  521  Fifth  Avenue,  New 
York  17,  N.  Y. 

John  W.  Snyder,  chairman,  finance  committee.  The  Overland  Corp.,  500  Security 
Building,  Toledo  1,  Ohio. 

Hardwick  Stires,  partner,  Scudder,  Stevens  &  Clark,  300  Park  Avenue,  New  York 
22,  N.  Y. 

Gardiner  Symonds,  president,  Tennessee  Gas  Transmission  Co.,  P.  O.  Box  2511, 
Houston  1,  Tex. 

Reese  H.  Taylor,  president.  Union  Oil  Company  of  California,  Union  Oil  Build¬ 
ing,  Los  Angeles  17,  Calif. 

AValter  C.  Teagle,  30  Rockefeller  Plaza,  New  York  20,  N.  Y. 

Juan  T.  Trippe,  president,  I’an  American  World  Airways  System,  Chrysler 
Building,  New  York  17,  N.  Y. 

J.  Carlton  Ward,  Jr.,  president.  Vitro  Corporation  of  America,  261  Madison 
Avenue,  New  York  16,  N.  Y. 
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Thomas  J.  Watson,  chairman.  International  Rusiness  Machines  Corp.,  .590 
Madison  Avenue.  New  York  22,  N.  Y. 

Thomas  J.  Watson,  Jr.,  president.  International  Rusiness  Machines  Corj*.,  .590 
Madison  Avenue,  New  York  22,  N.  Y. 

J.  W.  Watzek,  Jr.,  Cro.s.sett  Watzek  Gates,  80  East  .Tackson  Rouievard,  Chicago 
4,  Ill. 

Samuel  P.  Wetherill,  president,  Hyper-Humus  Co.,  763  West  Lancaster  Avenue, 
Rryn  Mawr,  Pa. 

W.  H.  Wheeler,  Jr.,  president,  Pitney-Rowes,  Inc.,  7.57  Pacific  Street,  Stam¬ 
ford,  Conn. 

Roger  Williams,  90  Rroad  Street,  New  York  4,  N.  Y. 

Charles  E.  Wilson,  chairman,  W.  R.  Grace  &  Co.,  7  Hanover  Square,  New  York 
.5,  N.  Y. 

Charles  E.  Wilson,  Secretary  of  Defense,  Washington  2.5,  D.  C. 

R.  E.  Wood,  chairman,  finance  committee,  Sears,  Roebuck  &  Co.,  Chicago  7, 
Ill. 

R.  W.  Woodruff,  chairman,  finance  committee.  The  Coca-Cola  Co.,  310  North 
Avenue  NW.,  Atlanta  1,  Ga. 

James  W.  Young,  Pena  Rlanca,  N.  Mex. 

Harry  W.  Zinsmaster,  president,  Zinsmaster  Rread  Co.,  Duluth  1,  Minn. 


MEMBERS  GOING  FROM  ACTIVE  TO  GRADUAL  STATUS 

John  L.  Collyer,  chairman  of  the  board.  The  B.  F.  Goodrich  Co.,  500  South  Main 
Street,  Agron  18,  Ohio. 

R.  R.  Deupree,  chairman  of  the  board.  The  Procter  &  Gamble  Co.,  Cincinnati  1, 
Ohio. 

John  M.  Franklin,  president,  United  States  Lines  Co.,  1  Broadway,  New  York  4, 
N.  Y. 

Charles  R.  Hook,  chairman,  Armco  Steel  Corp.,  Middletown,  Ohio. 

A.  W.  Hughes,  president,  J.  C.  Penney  Co.,  Inc.,  330  West  34th  Street,  New 
York  1,  N.  Y. 

James  S.  Knowlson,  chairman  of  the  board,  Stewart- Warner  Corp.,  1826  Diversey 
Parkway,  Chicago  14,  Ill. 

Reuben  B.  Robertson,  Jr.,  Deputy  Secretary  of  Defense,  Washington  25,  D.  0. 
Juan  T.  Trippe,  president.  Pan  American  World  Airways  System,  Chrysler  Build¬ 
ing,  New  York  17,  N.  Y. 

Thomas  J.  Watson,  Jr.,  president.  International  Business  Machines  Corp.,  590 
Madison  Avenue,  New  York  22,  N.  Y. 

MEMBERS  returned  FROM  GRADUATE  STATUS  TO  ACriVE  STATUS 

S.  D.  Bechtel,  president,  Bechtel  Corp.,  155  Sansom  Street,  San  Franci.sco  4,  Calif. 
Lucius  D.  Clay,  chairman.  Continental  (^an  Co.,  Inc.,  100  East  42d  Street,  New 

York  17,  N.  Y. 

Joseph  B.  Hall,  president,  the  Kroger  Co.,  35  East  Seventh  Street,  Cincinnati  1, 
Ohio 

E.  H.  Lane,  president.  The  Dane  Co.,  Inc.,  Altavista,  Va. 

Earl  M.  McGowin,  vice  president,  W.  T.  Smith  Lumber  Co.,  Chapman,  Ala. 

NEW  MEMBERS,  1956 

Robert  B.  Anderson,  president.  Ventures,  Ltd.,  230  Park  Avenue,  New  York  17, 
N.  Y. 

Devereux  C.  Joseph,  chairman.  New  York  Life  Insurance  Co.,  51  Madi.son  Avenue, 
New  York  10,  N.  Y. 

Frank  Stanton,  president,  Columbia  Broadcasting  System,  Inc.,  485  Madison 
Avenue,  New  York  22,  N.  Y. 

DECEASED  GRADUATE  MEMBERS,  1955 

William  H.  Danforth,  St.  Louis,  Mo.,  December  1924 
A.  P.  Greensfelder,  St.  Louis,  Mo.,  April  1918. 

Robert  H.  Patchin,  New  York,  N.  Y.,  July  1901. 

George  A.  Sloan,  New  York  ,N.  Y.,  May  1920. 
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Haring,  Charles  J.  Advisor  (Construction  Machinery)  9/13/51-12/22/51  General  Sales  Manager,  J.D. Adams 

Construction  Machinery  Division  Mfg.  Co. , Indianapolis,  Indiana 

Dep.Dlr. , Construction  Mach.Dlv.  12/23/51-2/18/52 

Director, Construction  Mach.Dlv.  2/19/52-6/15/52 

Advisor,  Construction  Machinery  6/ 16/52- 6/30/53 
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Mr.  Patman.  All  right,  sir. 

Now,  you  are  on  the  Small  Business  Administration  Board,  are  you 
not,  Mr.  Weeks  ? 

Secretary  Wef.ks.  Yes,  sir.  On  what  is  known  as  the  Ijoan  Policy 
Board. 

Mr.  Patman.  Do  you  personally  attend  the  meetings  or  do  you  have 
an  alternate  as  the  law  permits  you  to  have  ? 

Secretary  Weeks.  I  may  have  an  alternate  attend. 

Mr.  Patman.  Who  is  your  alternate  ? 

Secretary  Weeks.  Mr.  Oechsle. 

Mr.  Patman.  Have  you  attended  any  meeting  yourself  or  does  he 
attend  them  all  ? 

Secretary  Weeks.  I  have  attend  meetings,  but  not  recently.  For 
all  practical  purposes,  he  attends  them  all. 

Mr.  Patman.  Why  is  it,  Mr.  Weeks,  that  you  all  fix  a  limit  on 
interest  rates?  The  Congress  permits  you  to  charge,  say,  not  exceed¬ 
ing  6  percent  interest.  Why  is  it  you  fix  the  6  percent  as  the  minimum  ? 
AVhy  don’t  you  let  it  go  according  to  the  prevailing  rate  in  the  com¬ 
munity,  which  I  understood  at  the  time  was  the  object,  and  if  it  is 
less  than  6  percent,  permit  it  to  be  less  than  6  percent?  Why  do  you 
have  that  rigid  rate  of  not  less  than  6  percent  ? 

Secretary  Weeks.  Mr.  Oechsle  is  in  the  room.  Might  I  ask  him  to 
answ^er  that  question  ? 

Mr.  Patman.  Certainly. 

Secretary  AVeeks.  I  think  that  same  question  came  up  last  year. 
Congressman  Patman. 

Mr.  Patman.  I  beg  pardon  ? 

Mr.  Oechsle.  This  same  question  came  up  last  year,  I  believe,  at 
the  hearing  here,  and  I  think  that  the  6  percent  problem  has  to  do 
with  direct  loans  only,  and  it  was  made  on  a  basis  so  that  there  would 
be  a  uniform  rate  throughout  tlie  country,  because  on  direct  loans, 
the  Small  Business  Administration  had  to  do  all  of  the  work  in 
processing  of  the  loan,  whereas,  in  a  participating  loan  that  work  is 
done  by  the  banks,  hence  the  interest  rates  which  vary  throughout  the 
country,  are  set  by  the  bank. 

Mr.  Patman.  How’  do  you  justify  charging  the  local  person,  who 
is  in  distress  or  he  wouldn’t  come  to  you  in  the  first  place,  and  since 
he  is  in  distress,  why  charge  him  the  limit  when  his  local  bank  is  only 
charging  him,  say,  4  percent  ? 

Mr.  Oechsle.  As  I  said  before,  it  was  a  question  of  dealing  with 
taxpayers’  money  throughout  the  country,  and  we  wanted  to  keep  it 
on  a  uniform  basis  on  a  direct  loan,  because  the  SBA  has  all  of  the 
work  to  do  in  the  processing  of  the  loan  and  the  handling  of  it. 

Mr.  Patman.  We  understood  that  it  should  be  elastic  so  that  you 
could  have  a  prevailing  rate  over  the  country  and  not  have  a  rigid  rate, 
but  when  we  fix  the  rate  not  exceeding  6  percent,  then  your  Board 
said,  “AVe  will  make  that  the  minimum  and  the  maximum,  too.” 

There  is  no  elasticity  there  at  all.  It  is  the  same  all  over  the  coun¬ 
try,  which  is  contrary  to  what  I  understood  at  the  time. 

So  you  expect  to  maintain  the  rate  at  6  percent,  so  far  as  you 
know,  although  the  local  banks  charge  as  low  as  4  percent  on  the  same 
loan  ? 

Mr.  Oechsle.  On  the  direct  loans. 
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Mr.  Patman.  All  right,  sir. 

Now,  Mr.  Weeks,  I  would  like  to  ask  you — I  aui  through  with  that 
particular  part,  Mr.  Oechsle. 

Mr.  Multer  might  want  to  ask  him  some  (piestions. 

When  you  organized  the  Business  and  Defense  Services  Adminis¬ 
tration,  you  combined  defense  responsibilities  under  the  Defense 
Production  Act  with  a  new  and  unrelated  business  services  function, 
did  you  not  ? 

Secretary  Weeks.  Both  peace  and  war  is  embodied  in  the  organiza¬ 
tion,  but  the  busineas  functions  were  not  new.  They  were  carried 
on  as  an  extension  of  what  the  ('lommerce  Department  has  historically 
done. 

Mr.  Patman.  In  other  words,  the  WOC  is  apjiointed  pursuant  to 
the  DPA.  They  perform  many  nondefense  functions,  is  that  correct, 
according  to  your  explanation  just  made? 

Secretary  Weeks.  No,  I  wouldn't  say  so.  They  may  occasionally 
Help  out,  but  practically  all  of  their  efforts  are  devoted  to  the  de¬ 
fense  establishment,  and  the  preparation  of  it.  We  have  in  each  of 
the  industry  divisions  a  director  and  deputy  director,  and  one  is  WOC 
and  one  is  career,  or  vice  versa.  The  man  who  comes  down  as  a  WOC, 
comes  here  to  helj)  in  planning  for  the  day  that  we  hope  may  never 
come,  and  to  educate  himself  in  the  manner  in  which  these  things 
operate. 

For  example,  our  defense  materials  system,  it  operates  today  in 
peacetime  to  assure  materials  for  the  defense  producing  industries. 

I  would  say  that  his  time,  by  and  large,  is  spent  on  defense  work. 

Mr.  Patman.  Your  own  answer  indicates,  though,  it  is  not  all  spent 
on  defense  work,  and  why  woidd  you  have  him  on  nondefense  work 
at  all  ? 

Secretary  AVeeks.  AVell,  1  am  sure  it  is  impossible  where  you  have 
the  whole  relationship  to  business  for  peace  and  war  in  one  organiza¬ 
tion,  which  is  the  only  way  we  see  of  doing  it,  that  a  man  who  comes 
down  as  a  WO(^  for  the  purposes  spelled  out  in  the  Defense  Produc- 
lion  Act,  for  him  not  to  occasionally  get  into  a  discussion  of  a  peace¬ 
time  relationship.  That  is  not  what  he  is  here  for,  however. 

Mr.  McC^oy  is  here  with  me.  He  is  very  close  to  that  operation. 
I  shoidd  be  glad  to  have  him  explain  it. 

Mr.  Patman.  Your  answer,  so  far  as  I  am  concerned,  will  suffice, 
because  I  have  2  or  3  other  questions  I  want  to  ask  you,  Mr.  Secretary. 

It  was  contemplated  by  ('ongress  when  authorizing  WOC’s  that 
they  would  be  used  only  when  no  full-time  government  employee  was 
available.  In  BDSA,  however,  full-time  employees  are  utilized  only 
when  a  WOC  is  not  available.  BDSA  was  organized  so  WOC’o 
would  serve  as  assistant  administrators  and  industry  division  directors 
without  regard  to  whether  full-time  employees  would  be  available. 

Have  those  policies  been  adopted  ? 

In  other  words,  it  was  intended  that  you  would  not  use  WOC’s  if 
you  had  a  career  employee  available,  but  the  rules  seem  to  have  been 
changed  to  where  you  only  use  a  career  employee  if  there  is  no  WOC 
available. 

Secretary  AVeeks.  No.  I  don’t  think  that  is  so,  sir.  We  try  to 
get  a  carrer  man. 

Mr.  Patman.  A"ou  try  to  get  a  career  man  first  ? 
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Secretary  Weeks.  We  do,  because  that  is  what  tlie  law  says  we 
shall  do,  and  where  we  can't  find  one  that  is  adequately  suited  in  our 
opinion,  we  bring  in  a  WOC. 

Mr.  Patman.  Mr.  Secretary,  do  you  look  with  favor  on  the  Gov¬ 
ernment  adopting  a  policy  of  being  dependent  upon  outside  business 
for  its  assistance  in  time  of  peace? 

Now,  in  time  of  war  we  have  complete  justification  for  it,  but  in 
time  of  peace  do  you  believe  that  we  should  rely  upon  industry  ad¬ 
visory  committees,  or  that  we  should  instead  build  up  a  strong  career 
service  of  our  own  that  would  have  the  knowledge  and  knowhow  and 
not  have  to  depend  upon  people  who  have  their  own  interests  ? 

Secretary  Weeks.  If  we  were  living  in  a  normal  world  and  had 
only  peacetime  pursuits  to  consider,  1  don’t  believe,  of  course,  we 
would  be  thinking  about  WOC’s. 

Mr,  Patman.  You  are  looking  upon  this  situation  now  as  though  we 
were  in  hostilities  or  almost  equal  to  that  ? 

Secretary  Weeks.  I  certainly  think  we  are  living  in  a  cold  war 
world  where  hostilities,  if  they  are  not  imminent,  they  are  certainly 
a  possibility  at  any  time. 

Mr.  Patman.  Of  course,  that  is  always  possible. 

Secretary  Weeks.  Not  to  the  degree  it  is  today, 

Mr.  Patman.  What  is  our  situation  as  regards  an  emergency  now 
that  the  President  has  the  power  to  declare  any  kind  of  emergency 
he  wants  to ;  of  course,  inherent  power ;  are  we  under  any  substantial 
emergency  powers  now  emanating  from  the  President  ? 

Secretary  Weeks.  I  wouldn’t  say  so,  sir ;  no. 

Mr.  Patman.  What  emergency  powers  are  we  under  ? 

You  know,  Dr.  Flemming  painted  a  very  dark  picture  here  yester¬ 
day,  and  you  have,  too,  in  stating  what  a  bad  situation  we  are  in, 
and  why  we  should  do  all  this  now,  and  I  am  just  wondering  if  that 
situation  is  so  bad,  why  we  don’t  have  an  emergency. 

Secretary  Weeks.  Well,  because  we  have  the  Defense  Production 
Act  that  enables  us  to  plan  and  get  ready  for  an  meregency  that  may 
arise.  I  don’t  know  what  you  may  be  referring  to  in  connection  with 
Dr.  Flemming’s  remarks,  but  certainly  we  are  wise,  in  my  judgment, 
to  do  everything  possible  to  get  this  country  ready  for  an  emergency. 

Mr.  Patman.  But  in  order  to  justify  advisory  committees  from  pri¬ 
vate  interests  to  came  into  the  Government  and  find  out  what  the  Gov¬ 
ernment  is  going  to  do,  which  is  bound  to  be  worth  a  lot  to  them  in 
their  own  private  business,  in  order  to  justify  that,  you  must  say 
that  we  are  in  a  great  emergency  and  being  in  a  great  emergency,  why 
don’t  we  have  some  sort  of  an  emergency  order  from  the  President  to 
justify  it? 

Secretary  Weeks.  It  set  up  the  machinery  to  make  these  prepa- 

Act. 

Mr.  Patman.  The  act,  of  course,  goes  that  far. 

Secretary  Weeks.  It  sets  up  the  machinery  to  make  these  prepa¬ 
rations. 

Mr.  Patman.  Outside  of  that  there  is  no  emergency  power  that  we 
are  under,  as  I  understand  it. 

Secretary  Weeks.  I  can’t  say  offhand.  Dr.  Flemming  would 
know.  I  would  not. 

Mr.  Patman.  I  don’t  know  either. 
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That  is  all  I  can  think  of  at  the  present  time. 

The  DBA  prohibits  the  head  of  an  agency  to  redelegate  his  power 
to  appoint  WOC’s.  In  DBA  for  all  practical  purposes,  selection  of 
WOC/s  has  been  delegated  to  industry,  however.  In  the  aluminum 
and  magnesium  division  and  in  the  iron  and  steel  division,  task  groups 
were  organized  to  select  WOC’s  to  man  these  divisions,  and  their 
recommendations  have  been  followed  by  BDSA.  Why  is  that  true, 
Mr.  Secretary? 

Secretary  Weeks.  Well,  we  go  to  the  industry  to  get  a  man,  but 
their  word  is  not  final.  They  recommend  an  individual  and  we  look 
him  over  and  talk  with  him  and  decide  whether  we  think  he  fits 
the  picture  or  not.  We  have  to  have  the  help  of  the  industry  to  find 
a  man.  We  don’t  know  these  people  at  the  start. 

Mr.  Patman.  Mr,  Chairman,  I  assume  there  is  no  obj^tion  to  the 
insertion  in  the  record  of  those  two  tables  that  Mr.  Weeks  said  he 
would  bring  up  to  date  for  us  ? 

The  Chairman.  They  may  be  inserted. 

Mr,  Patman.  Thank  you,  sir. 

The  Chairman.  Any  further  questions  ? 

Mr.  Multer.  Mr.  Chairman. 

The  Chairman.  Mr.  Multer. 

Mr.  Betts  wants  the  floor. 

Mr.  Betts.  Mr.  Secretary,  I  have  just  one  comment  to  make. 

It  seems  to  me  that  one  important  consideration,  as  far  as  WOC’s 
is  concerned,  is  that  you  go  out  and  request  the  man.  Isn’t  that  right? 
They  don’t  come  and  camp  on  your  doorstep,  so  to  speak,  begging  for 
a  job,  is  that  correct? 

Secretary  Weeks.  That  is  correct. 

Mr.  Betts.  I  think  the  fact  they  don’t  is  an  indication  there  is  no 
selfish  purpose  involved. 

I  personally  feed  it  isn’t  fair  to  go  out  and  draft  a  man  to  work  with¬ 
out  pay;  make  him  expose  his  financial  condition,  and  then  imme¬ 
diately  accuse  him  of  coming  down  here  for  selfish  purposes.  I  want 
to  say,  Mr.  Secretary,  that  I  certainly  agree  with  the  position  you  have 
taken. 

Secretary  Weeks.  I  continually  talk  to  industry  groups  and  groups 
of  businessmen  and  ask  them,  when  they  are  called  upon,  to  make  avail¬ 
able  people  to  come  down  here  and  help  us  and  learn  the  ropes,  so 
they  will  be  a.vailable  in  this  reserve  that  we  are  building  up. 

Mr.  Taixe.  Will  you  yield,  Mr.  Betts  ? 

Mr.  Betts.  I  yield. 

Mr.  Talle.  Mr.  Secretary,  I  want  to  say  this  with  reference  to  the 
testimony  of  Dr.  Flemming  on  yesterday,  which  I  thought  was  very 
good — if  there  was  any  darkness  in  it,  it  was  because  of  the  fact 
that  our  military  budget  runs  at  a  figure  of  $39  billion.  Now,  that 
is  the  darkness  we  are  in,  and  in  an  atmosphere  of  that  sort  the  lion 
and  the  lamb  don’t  lie  down  together.  We  didn’t  make  the  darkness 
in  our  world,  but  we  are  in  it.  That  is  the  atmosphere  we  have  to  face 
up  to. 

Thank  you,  Mr.  Betts. 

Mr.  Betts.  That  is  all  I  have,  Mr.  Chairman. 

The  Chairman.  Mr.  Multer  ? 

Mr.  Multer.  Mr.  Chairman. 
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Mr.  Secretary,  Mr.  Betts  a  nioineiit  afro  used  the  word  “draft.”  You 
don’t  draft  anybody  into  your  orfranization,  do  you  ? 

Secretary  Wf.eks.  No,  sir. 

Mr.  Multer.  I  would  like  for  a  nionient,  before  I  continue  with  iny 
inquiries  directed  to  you,  Mr.  Secretary,  to  ask  Mr.  Oecbsle  a  question 
or  two  along  the  line  that  Mr.  Patman  opened  up,  if  I  may. 

Mr.  Bolton.  Mr.  Chairman,  may  I  inquire  at  that  point  whether  the 
questions  have  to  do  with  this  act  ? 

Mr.  Multfji.  I  think  they  have  a  bearing  on  the  overall  operation 
of  the  Department  of  Commerce  and  whether  or  not  it  would  require 
amendment  of  this  act,  I  don't  know,  but  I  want  to  develop  the  facts. 

Mr.  Patman.  We  even  had  Mr.  Barnes,  director  of  SBA,  before 
us  last  year,  because  it  does  affect  the  Small  Business  Administration. 

Mr.  Bolton.  If  that  is  the  feeling  of  the  committee,  I  merely  asked 
the  question. 

Mr.  Multer.  Mr.  Oecbsle,  I  believe  that  you  have  been  represent¬ 
ing  the  Department  on  the  Tx>an  Policy  Board  of  SBA  since  its 
organization,  is  that  correct  ? 

Mr.  Oechsle.  I  have  attended  all  of  the  meetings.  In  most  cases, 
however,  the  Assistant  Secretary  for  Domestic  Affairs  is  the  repre- 
senative  of  the  Secretary,  and  since  I  have  been  deputy  assistant  secre¬ 
tary,  I  have  been  under  three  assistant  secretaries,  starting  with  Craig 
Scheaff'er,  Ix)thair  Teetor,  and  now  Mr.  Frederick  Mueller  will  be 
the  representative.  He  has  just  come  down  to  government.  He  has 
only  been  here  a  short  time,  but  in  the  meantime  1  have  attended  all 
of  the  meetings. 

Mr.  Multer.  How  far  back  in  point  of  time  does  your  service  in  the 
Department  go? 

Mr.  Oechsle.  May  25, 1953. 

Mr.  Multer.  What  was  your  affiliation  in  business  before  coming 
to  the  Department  ? 

Mr.  Oechsle.  Before  coming  to  the  Department  I  had  retired  from 
active  business.  I  have  a  business  with  my  son-in-law  up  in  East 
Hampton,  Mass.  The  Tubed  Chemical  Corp.,  from  which  I  am  on 
leave  of  absence. 

Mr.  Multer.  You  also  attended  some  of  the  hearings  of  the  Small 
Business  Committee  of  the  House,  did  you  not  ? 

Mr.  Oechsle.  I  did,  yes. 

Mr.  Multer.  Did  Mr.  Barnes  I’eport  very  early  after  the  organiza¬ 
tion  or  after  his  appointment  to  the  Loan  Policy  Board  that  when  he 
attended  before  the  House  Small  Business  Committee,  they  were  very 
pointed  in  their  comments  about  the  intent  of  Congress  being  that 
the  pervailing  rate  of  interest  should  be  charged  throughout  the 
country  on  small  business  loans  ? 

Mr.  Oechsle.  That  has  come  up  at  Loan  Policy  Board  meetings,  yes, 
sir. 

Mr.  Multer.  Did  he  report  also  that  the  Small  Business  Committee 
said  it  was  the  intent  of  Congress  that  not  more  than  6  percent 
should  be  charged  ? 

Mr.  Oechsle.  That  was  also  discussed  at  Ix)an  Policy  Board 
meetings. 

Mr.  Multer.  Do  you  know,  or  were  you  present  at  the  Loan  Policy 
Board  meeting  at  which  it  was  determined  that  more  than  6  per¬ 
cent  would  be  charged  on  small  business  loans  ? 
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Mr.  Oechslk.  That  1  would  liave  to  check  and  find  out. 

(The  followinfr  information  was  submitteil  by  the  Department  of 
Commerce :) 

Mr.  Oeoh.sle  wa.s  not  at  the  nieetiuj?  referre<l  to.  The  practice  from  the  first 
to  date  in  this  matter  foliows :  With  respect  to  certain  ioans  in  which  SBA 
particiiaited  with  ioral  hanks,  the  original  policy  was  to  let  the  local  hank  set 
the  interest  rate.  In  the  case  of  loans  on  accounts  receivable,  the  borrowers 
could  arrange  for  loans  from  factors  at  12  percent  or  higher  or  occasionally 
with  banks  at  a  lower  figure.  In  .51  ca.ses  (out  of  some  2.5(X))  SBA  participated 
at  joint  rates  in  excess  of  6  percent.  Later,  SBA  limited  its  charges  to  6  per¬ 
cent  without  regard  to  the  rate  charged  l)y  the  bank.  Upon  enactment  of  the 
1955  amendment,  no  loans  were  made  involving  interest  rates  in  excess  of 
6  percent.  It  should  be  added  that  the  rates  on  loans  secured  by  accounts 
receivable  must  reimburse  the  banks  for  attending  to  (“onsiderable  detail  in  the 
administration  of  assigned  accounts. 

Mr.  Multer.  Do  you  know  that  more  than  6  percent  had  been 
charged  up  to  the  time  we  changed  the  law  last  year? 

Mr.  Oechsle.  Yes,  on  certain  participating  loans  with  banks, 
where  in  certain  sections  of  the  country,  like  Texas  and  numerous 
other  States,  where  there  is  a  higher  bank  loan  average,  yes,  it  ran 
over. 

Mr.  Patman.  It  didn't  hurt  you  much  in  Texas  because  you  didn’t 
make  many. 

Mr.  Oechsle.  I  know. 

Mr.  Multer.  What  ivas  the  highest  rate  charged  to  small  business? 

Mr.  Oechsle.  That  I  would  have  to  check. 

Mr.  Multer.  Would  you  get  that  information  for  us? 

Mr.  Oechsle.  Yes,  sir. 

(The  information  supplied  by  the  Department  of  Commerce  is  as 
follows :) 

The  highest  charge  was  8  percent.  This  was  made  on  14  loans  secured  by 
accounts  receivable.  In  addition  to  the  difficulties  attendant  on  such  loans  re¬ 
cited  above,  it  should  be  made  clear  that  many  factors  go  into  loan  decisions, 
including  decisions  on  Interest  rate  to  be  charged,  which  are  essentially  trans¬ 
actions  between  the  bank  and  the  borrower.  Tlie  nature  of  the  loan,  purpose 
for  which  sought,  type  of  security  available,  reputation  for  repayment,  whether 
the  lending  institution  has  been  extended  in  its  lending  functions,  etc.,  are  such 
factors  which  affect  the  rate  to  be  charged. 

Mr.  Multer.  Were  you  present  at  any  Ixian  Policy  Board  meeting 
in  which  the  matter  was  brought  up  again  after  the  change  of  the 
law  last  year  at  which  it  was  reported  that  it  was  the  intent  of  Congress 
that  the  prevailing  rate  should  be  charged,  not  more  than  6  percent, 
and  that  small-business  men  should  be  charged  less  than  6  percent  on 
their  loans,  where  the  prevailing  rate  was  less  than  6  percent  ? 

Mr.  Oechsle.  That  I  will  have  to  check. 

Mr.  Multer.  If  you  will,  please. 

Mr.  Oechsle.  I  will  be  glad  to  do  that. 

Mr.  Multer.  Thank  you. 

(The  information  supplied  by  the  Department  of  Commerce  is  as 
follows:) 

Mr.  Oechsle  was  present  when  the  interest  to  be  charged  after  the  1955  amend¬ 
ments  were  enacted  was  discussed.  It  should  be  clear  from  the  above  explana¬ 
tions  that  there  is  no  prevailing  interest  rate  charged  in  an  area.  The  definition 
of  an  “area”  itself  presents  very  considerable  difficulty.  Tlie  tyi>e  of  factors  which 
go  into  decisions  as  to  the  rate  to  be  charged  are  de.scribed  above.  An  overriding 
consideration  in  determining  the  prevailing  rate  to  be  charged  in  the  area  is  the 
fact  that  the  particular  loan  is  not  being  made  in  the  area.  If  funds  are  avail- 
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able  elsewhere  SBA  may  not  make  the  loan.  The  problem  Ls  then  one  of  deter- 

charged  by  private  lenders  in  making  a  loan 
which  will  not  be  made  by  private  lenders.  * 


Mr.  Multer.  Mr.  Secretary,  I  may  have  misunderstood  one  of  your 
comments  or  answers  to  the  chairman.  Did  I  understand  you  to  tell 

agreement  with  the  intent  of  the  law  requiring 
woe  s  to  make  full  disclosure  of  their  business  affiliations? 

Secretary  Weeks.  I  am  agreeing  with  it  as  long  as  it  is  a  part  of  the 
law,  but  I  suggested  in  my  statement,  wliich  I  read  before  you  came  in, 
Mr.  Multer,  that  the  committee  give  consideration  to  eliminating  that 
provision. 

Mr.  Multer.  I  noticed  that  in  your  statement.  That  is  why  I 
thought  possibly  I  misunderstood  you  as  to  your  agreement  with  the 
spirit  of  the  law.  In  other  words,  you  think  it  is  a  bjid  provision  of  the 
law  and  ought  to  be  eliminated  ? 

Secretary  Weeks.  My  agreement  was  on  the  question  of  policy 
making.  I  completely  agree  with  that. 

Mr.  Multer.  You  disagree  with  the  policy,  but  as  long  as  it  is  the 
jx)licy  written  into  the  law,  you  will  enforce  it  ? 

Secretary  Weeks.  Of  course  I  will,  yes,  sir. 

Mr.  Multer.  Now,  before  your  confirmation,  Mr.  Secretary,  you 
made  full  and  frank  disclosure  to  the  Senate  committee  of  your  busi¬ 
ness  affiliations  and  financial  affairs,  did  you  not? 

Secretary  Weeks.  No,  sir.  I  told  them  of  my  business  connections, 
all  of  which  I  severed  when  I  took  office,  but  I  have  never  made  any 
disclosure  of  my  personal  affairs.  I  have  never  been  asked  for  them. 

Mr.  Multer.  Of  course  you  didn’t  raise  any  objection  to  severing 
those  business  connections  in  order  to  qualify  as  Secretary  of  Com¬ 
merce  ? 

Secretary  Weeks.  Not  in  the  slightest. 

Mr.  Multer.  You  put  the  duty  to  your  country  first  ? 

Secretary  Weeks.  Well,  1  hope  I  will  always  put  duty  to  my  coun¬ 
try  first,  and  the  WOC’s  do,  but  they  occupy  a  somewhat  different  role 
in  the  scheme  of  things. 

Mr.  Multer.  Yes.  That  is  the  very  point  I  am  going  to  try  to 
make,  Mr.  Secretary,  that  you  and  everybody  in  your  Department  who 
is  full-time  are  subject  to  several  sections  of  the  law — sections  281, 
283,  284,  434,  title  XVIII  of  the  U.  S.  Code,  section  190  of  the  Re¬ 
vised  Statutes,  and  those  provisions  carry  with  them  not  only  restric¬ 
tions  against  doing  certain  things  but  they  also  carry  criminal 
penalties  if  anyone  violates  those  sections  of  the  law. 

Now,  the  WOC’s  are  exempted  from  all  of  those  provisions,  are  they 
not,  by  express  provisions  of  the  statute? 

Secretary  Weeks.  I  can’t  answer  the  question  categorically,  but  I 
don’t  think  they  are  exempt  from  the  type  of  provision  you  refer  to. 
WOC’s  are  not  allowed  on  our  rolls  at  all  because  of  the  Defense  Pro¬ 
duction  Act,  and  Ave  think  of  their  use  as  a  part  of  building  up  defense 
mechanism  and  planning  the  mobilization  base  and  getting  the  stock¬ 
piling.  They  wouldn’t  be  here  if  it  weren’t  for  defense  planning. 

Mr.  Multer.  We  wrote  into  section  710,  subdivision  4  (b) — you 
will  find  it  on  page  20  of  the  little  blue  pamphlet,  “Express  Exemp¬ 
tions  from  the  Operation  of  Those  Sections,”  which  I  referred  to  a 
moment  ago — you  observe  that,  do  you  not,  Mr.  Secretary? 

Secretary  Weeks.  May  I  ask  what  the  question  is? 
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Mr.  Muetp:r.  I  am  directing  your  attention  first  to  the  fact  that 
these  sections  of  the  law  carry  with  them  criminal  penalties  as  well  as 
certain  restrictions  against  any  full-time  employee  of  your  Department 
doing  certain  things,  and  those  penal  sections  of  the  law,  as  I  just 
directed  your  attention,  do  not  cover  WOt^'s  by  express  exemption 
written  into  the  law. 

Secretary  Weeks.  Section  281,  283,  284,  434,  and  so  forth  ? 

Mr.  Multer.  Yes.  Having  in  mind  you  and  your  fulltime  em¬ 
ployees  are  subject  to  those  sections,  and  the  WOt^’s  are  expressly 
exempted  from  the  provisions,  why  is  it  difficult  to  justify  the  restric¬ 
tions  that  have  been  placed  on  the  WOC’s? 

Secretary  Weeks.  Well,  I  haven’t  made  any  complaint  about  the 
restrictions,  except  this  particular  one  on  financial  disclosures,  which 
I  don’t  think  is  necessary  nor  do  I  think  it  quite  fair  to  those  men 
that  are  involved.  They  aic  here  for  a  very  short  period,  relatively, 
for  a  particular  purpose,  and  I  don't  think  it  accomplishes  anything 
that  wouldn’t  be  accomplished  anyway,  and  I  think  it  is  an  unfair 
distinction  we  draw  on  these  people. 

Mr.  Multer.  Well,  then,  Mr.  Secretary,  is  it  fair  to  say  that  your 
statement  at  the  bottom  of  page  3  that  “it  seems  anomalous,  therefore, 
that  unusual  restrictions  and  inhibitions  have  been  placed  upon  their 
employment” — that  should  be  limited  solely  to  the  disclosures  of  their 
status  and  business  connection  ? 

Secretary  Weeks.  That  was  what  I  was  talking  about ;  yes,  sir. 

Mr.  Multer.  Now,  when  we  changed  the  law  last  year  and  put  in 
an  express  provision  that  you  must  in  the  first  instance  determine  that 
a  full-time  employee  can  not  do  the  job  before  you  take  a  WOC,  we 
had  in  mind  that  a  great  many  WO(”s  were  coming  in  and  doing  the 
job  because  in  many  instances  they  thought  they  could  do  the  job  and 
at  the  same  time  help  their  companies.  Now,  whether  or  not  that 
was  a  proper  reflection  upon  them  or  not  is  beside  the  point,  but  the 
Congress  did  feel,  at  least  in  some  instances,  there  were  full-time  em¬ 
ployees  available  to  do  the  job  that  WOC’s  were  being  called  upon  to 
do.  We  expressly  required  heads  of  the  Departments  to  first  deter¬ 
mine  that  there  is  no  full-time  employee  available  to  do  the  job  before 
putting  on  any  WOC. 

Has  your  Department  done  that  in  each  instance  before  continuing 
the  WOC’s  or  putting  on  new  WOC’s  ? 

Secretary  Weeks.  We  make  every  effort  to  find  the  right  man  on 
a  career  basis,  but  we  just  can’t  do  it  in  many  instances.  We  can’t  get 
the  type  of  an  individual  we  think  we  need  to  fit  into  the  scheme  of 
things. 

The  Chairman.  Mr.  Multer,  will  you  yield  to  me? 

Mr.  Multer.  Yes,  sir. 

The  Chairman.  Mr.  Secretary,  you  say  you  are  in  favor  of  repeal¬ 
ing  that  section  that  requires  disclosure  of  the  property  of  the  WOC. 

Now,  Dr.  Flemming  testified  that  he  wanted  the  bill  or  the  act  con¬ 
tinued  as  is.  He  didn’t  make  any  such  request  as  that. 

What  is  the  policy  of  the  administration  with  reference  to  that? 

Secretary  Weeks.  I  dare  say - 

The  Chairman.  Has  that  provision  ever  been  submitted  to  the 
Bureau  of  the  Budget? 
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Secretary  Weeks.  I  dare  say  that  particular  provision,  there  is  no, 
presumably  is  no  administration  policy  on  it.  I  know  that  Dr.  Flem¬ 
ming  made  the  statement  you  attribute  to  him.  I  have  personally 
felt — this  is  my  personal  view — that  while  it  is  there  we  can  live 
with  it  and  will  live  with  it.  I  could  not  refrain  from  saying,  as  a 
matter  of  fairness,  that  I  thought  it  was  wrong  and  unnecessary  to 
make  this  distinction  between  these  people  and  make  them  disclose 
their  personal  affairs. 

Now,  if  it  is  in  there,  we  will  work  with  it.  We  are  working  with 
it  today.  They  have  all  filed  their  statements  in  accordance  with  the 
statute,  everyone  that  is  with  us. 

The  Chairman.  So  that  was  Dr.  Flemming’s  personal  opinion  and 
this  is  your  jiersonal  opinion  ? 

Secretary  Weeks.  I  think  so;  yes,  sir.  Most  of  the  WOC’s  are  in 
the  Department  of  Commerce.  I  think  Dr.  Flemming  only  has  a  few 
WOC’s.  Most  of  them  are  in  the  Commerce  Department. 

The  Chairman.  You  don’t  take  issue  with  him  for  making  any 
demand  for  a  change  in  the  act  as  it  now  exists  ? 

Secretary  Weeks.  No. 

The  Chairman.  You  are  merely  expressing  your  personal  opinion 
about  this  ? 

Secretary  Weeks.  Just  expressing  my  personal  opinion,  sir. 

]Mr.  iNIuLTER.  Mr.  Secretary,  if  you  have  this  recruiting  program  in 
full  swing  now  by  which  you  bring  down  to  Washington  men  who 
you  think  can  serve  in  the  event  of  emergency,  and  you  indoctrinate 
them  as  to  what  they  should  do,  why  is  it  necessary,  when  you  are 
building  up  that  kind  of  a  reserve,  to  continue  WOC’s  at  all  today? 
Why  can’t  you  let  all  the  WOC’s  go,  knowing  that  you  have  got  a 
reserve  that  you  can  call  upon  in  event  of  emergency  ? 

Secretary  Weeks.  Because  I  think  you  would  do  great  damage  to 
your  defense  planning  program  if  you  didn’t  have  them.  It  is  hard 
for  me  to  understand  why  anyone  would  not  agree  that  it  is  extremely 
desirable  to  have  this  leavening  of  men  fresh  from  business  on  a  rotat¬ 
ing  basis.  Here  we  are  dealing  with  business.  That  is  what  we  are 
there  for,  both  in  planning  for  mobilization,  and  I  think  you  do  great 
harm  to  the  planning  program,  to  the  work  we  do  for  the  ODM, 
unless  we  had  these  fellows  come  in. 

In  addition  they  are  building  up  this  executive  reserve,  so  that  if 
we  get  into  trouble,  we  can  call  on  several  hundred  people  to  come  in 
and  go  right  to  work  and  they  will  know  what  to  do  and  know  how 
the  machinery  operates. 

Mr.  Mueter.  Are  these  WOC’s  in  your  Department  putting  in  full 
time? 

Secretary  Weeks.  Yes,  sir. 

Mr.  Multer.  We  have  been  told  many  of  them  put  in  only  2  or  3 
days  a  week  in  W ashington  and  the  other  2  or  3  days  they  put  in  in  their 
own  plants  or  offices. 

Secretary  Weeks.  As  I  pointed  out,  we  have  34  today.  Twenty-one 
are,  you  might  say  on  full  time,  and  the  others  are  on  a  consultant 
basis,  so  possibly  some  of  those  you  have  reference  tp,  sir,  are  those 
who  come  in  on  a  consultant  basis  from  time  to  time. 

Mr.  Multer.  I  wouldn’t  expect  a  consultant  to  come  in  on  a  full¬ 
time  basis;  but  I  am  referring  to  AVOC’s  who  are  directors,  assistant 
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directors,  and  deputy  directors.  I  think  it  ’was  the  impression  of 
Congress  that  those  men,  for  the  limited  time  they  would  be  with 
Government,  would  put  in  full  time  and  not  divide  their  time  be¬ 
tween  Washington  and  their  home  offices. 

Secretai-y  Weeks.  They  do  put  in  full  time,  sir. 

Mr.  Patman.  You  mean  to  say  all  WOC’s  put  in  full  time  ? 

Secretary  Weeks.  All  except  those  on  a  consultant  basis,  and  most 
of  them  do.  We  only  hai'e  13  of  them. 

Could  I  ask  Mr.  McCoy  to  give  you  a  little  detail  on  that  ? 

]\Ir.  McCoy.  In  times  past.  Congressman,  there  may  have  been 
some  WOC’s  who  felt  that  they  got  their  work  done  in  less  than  full 
time.  Today,  however,  our  experience  is  that  all  of  our  regular  line 
people  spend  full  time  at  their  jobs.  The  WOC’s  we  now  have,  a 
limited  number  on  a  consulting  basis,  may  be  spending  1  or  2  days  a 
month  with  us,  depending  on  circumstances,  and  it  varies  rather 
widely  in  that  respect. 

Mr.  Mui.ter.  The  old  National  Production  Authority  was  reorgan¬ 
ized  into  the  Business  and  Defense  Services  Administration.  When 
that  was  done,  WOC’s  were  put  in  charge  of  BDSA,  were  they  not  ? 

Mr.  McCoy.  No,  sir. 

Secretary  Weeks.  No,  sir. 

]\Ir.  Multer.  Weren’t  some  WOC’s  in  charge  of  recruiting  person¬ 
nel  for  BDSA  ? 

Secretary  Weeks.  I  don’t  know  of  any. 

Mr.  McCoy.  No,  sir. 

Mr.  Multer.  Isn’t  it  a  fact  that  WOC’s  in  BDSA  dismissed  some 
200  employees  in  that  Department  and  the  Civil  Service  Commission 
was  required  to  direct  that  they  be  reinstated  ? 

Mr.  McCoy.  I  can  answer  that,  Mr.  Secretary. 

You  are  referring  to  the  time  when  there  was  a  great  reduction  in 
force,  beginning  early  in  1953,  or  earlier  than  that,  actually,  but  the 
major  reduction  in  force  in  the  National  Production  Authority  oc¬ 
curred  in  January  1953,  and  proceeded  largely  through  August  and 
September  of  that  year.  The  reorganization,  the  reduction  in  force 
was  carried  out  under  the  general  direction  of  the  Assistant  Secretary 
of  Commerce  at  that  time. 

Mr.  INIulter.  Wasn’t  the  reason  the  Civil  Service  Commission  di¬ 
rected  200  employees  to  be  reinstated  was  the  reduction  in  force  was 
not  really  a  reduction  in  force,  that  their  duties  were  simply  trans¬ 
ferred  to  other  persons  ? 

Mr.  McCoy.  No,  sir. 

Mr.  Multer.  What  is  the  reason  ? 

Mr.  McCoy.  W e  had  a  very  large  reduction  in  force  to  accomplish 
in  a  very  short  time.  You  may  recall  the  Congress  did  not  appro¬ 
priate  funds  for  the  fiscal  year  i954  until  long  after  the  beginning  of 
that  fiscal  year.  We  did  not  know  at  that  time  how  much  money  we 
would  have  to  operate  on,  so  we  had  to  carry  out  a  reduction  in  force, 
in  some  cases  greater  than  was  necessary,  that  later  turned  out  to  be 
necessary. 

The  Civil  Service,  by  request  of  the  Commerce  Department  reviewed 
the  reduction  in  force  program  and  found  that  there  were  those  who 
were  entitled  to  stay  on  rather  than  be  dismissed,  and  those  correc¬ 
tions  were  made  in  accordance  with  civil-service  rules  and  regulations. 
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Mr.  Muetek.  In  tlie  course  of  making  those  corrections  and  rein¬ 
stating  tliose  200  employees,  wasn’t  it  necessary,  also,  to  follow  the 
civil-service  directive  that  you  release  some  52  percent  of  the  em¬ 
ployees  the  woe’s  had  retained? 

Mr.  McCoy.  WOC’s  were  not  involved  themselves  in  the  reduction 
in  force. 

]Mr.  Multer.  Did  not  tlie  WOC’s  employ  personnel  which  the  Civil 
Service  Commission  required  to  be  dismissed? 

ISIr.  McCoy.  The  decision  about  who  was  released  was  an  adminis¬ 
trative  decision  not  made  by  "WOC’s  at  all.  They  were  asked  for 
some  advice  with  regard  to  capabilities  of  people  then  on  the  staff ; 
did  they  have  the  required  experience,  in  their  judgment,  to  carry 
on  the  work  that  might  be  required ;  but  the  final  decision  rested  with 
the  Assistant  Secretary  of  Commerce  for  Domestic  Affairs  and  Assist¬ 
ant  Secretary  of  Commerce  for  Administration, who  finally  issued  the 
orders  on  the  reduction  in  force. 

Mr.  Multek.  Yon  say  it  was  just  coincidental  that  52  percent  of  the 
employees  that  had  been  retained  by  WOC’s  had  to  be  released  in  order 
to  make  room  for  the  200  employees  who  had  been  dismissed  ? 

Mr.  McCoy.  I  don’t  understand  that  question.  WOC’s  were  not 
involved  in  the  i-ednction,  Mr.  Multer.  They  cannot  be. 

Mr.  MuLTiiR.  Where  were  the  employees  working  who  had  to  be 
released  to  make  room  for  the  200  employees  that  were  reinstated? 

Mr.  McCoy.  Throughout  the  industry  divisions  of  the  then  NPA.  I 
don’t  recall  hoAv  that  was  distributed. 

Mr.  Multe)?.  Throughout  the  industry  divisions  of  BDSA? 

Mr.  McCor.  NPA  at  that  time.  It  didn’t  become  BDSA  until 
October  1. 

Mr.  Multer.  It  is  throughout  the  industry  divisions  that  you  have 
practically  all  of  your  WOC’s? 

Mr.  McCoy.  That  is  right. 

Mr.  Multer.  As  a  matter  of  fact,  in  the  current  Congressional 
Directory,  of  20  directors  in  the  industry  diAusion,  16  are  WOC’s  and 
4  are  full-time  employees. 

Secretary  Weeks.  Twenty-five  industry  divisions;  14  are  under 
directorship  of  a  WOC  and  11  under  the  directorship  of  a  career  man. 

Mr.  Multer.  That  is  the  situation  today  ? 

Secretary  Weeks.  Yes,  sir. 

Mr.  Multer.  When  this  directory  went  to  press  earlier  this  year, 
however,  it  indicated  16  WOC’s  and  4  full-time  employees  Avere 
directors. 

Mr.  McCoy.  That  dii-ectory  isn’t  correct  as  of  today. 

Mr.  Multer.  When  you  bring  up  to  date  the  statement  of  WOC’s 
that  you  are  going  to  do  pursuant  to  Mr.  Patman’s  request,  will  you 
indicate  on  that,  please,  AAdiich  of  those  WOC’s  on  the  list,  that  is  part 
of  the  record  of  our  hearings  of  last  year,  are  no  longer  there,  and 
which  of  the  WOC’s  noAv  there  have  come  with  Government  within  the 
last  6  months? 

Mr.  McCoy.  Mr.  Multer,  we  have  a  list  of  the  current  WOC’s  now 
employed  on  duty.  If  I  understand  Mr.  Patman’s  request,  it  Avas  to 
take  the  old  comprehensive  list,  which  Ave  gave  to  this  committee  last 
year,  which  is  several  hundreds  of  names,  and  bring  that  list  up  to  date 
by  adding  WOC’s  who  served  in  one  capacity  or  another  in  our  De- 
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partment  since  that  list  was  made  up.  That  will  be  a  full  and  com¬ 
plete  list  then,  going  back  to  1951.  It  will  show  only  by  inclusion  the 
new  names,  the  new  people  who  have  served  since  that  list  was  com¬ 
piled.  We  can  provide  you  now  with  a  list  of  current  WOC’s. 

Mr.  Multer.  Suppose  you  supply  that  to  us  as  of  now  and  then  you 
can  bring  the  list  up  to  date  as  requested  by  Mr.  Patman.  I  think  that 
will  serve  our  purposes. 

To  a  certain  extent  the  other  list  will  be  duplication  of  this  ? 

]\Ir.  McCoy.  These  names  will  be  included  in  the  bringing  up  to  date 
of  the  larger  list. 

Mr.  Multer.  If  it  is  agreeable  to  the  committee,  suppose  we  use  this 
and  not  make  it  a  part  of  the  record,  and  make  the  other  a  part  of  the 
record. 

Mr.  Patman.  I  think  it  would  be  Avell  to  put  this  one  in  because  the 
other  one — if  we  want  to  find  out  which  is  brought  in,  it  would  be 
difficult. 

Mr.  Multer.  May  this  be  made  part  of  the  record,  Mr.  Chairman  ? 

The  Chairman.  Without  objection  this  may  be  made  part  of  the 
record. 

(The  information  follows :) 

Industry  officials  employed  icitliout  compensation  in  BD8A  as  of  Mar.  IJ/,  IVbfi 

INT  operating  positions 


Name 

Position  in  BDSA 

Director,  Iron  and  Steel  Division. ... 

Crosby,  Joseph  P _ 

Director,  Metalworking  Equipment 
Division. 

Dueringer,  Wilbur  F _ 

Director,  Power  Equipment  Division. 

Fowles,  George  A _ 

Director,  Chemical  and  Rubber  Div¬ 
ision. 

Frazza,  Louis  F_- _ 

Director,  Water  and  Sewerage  Indus¬ 
try  and  Utilities  Division. 

Gibbs,  Lewis  T . . . 

Chief,  Carbon  and  Alloy  Semifinished 
Rail,  Structural,  Bars,  Wire,  and 
Forgings  Branch,  Iron  and  Steel 
Division. 

Halderman,  Lawrence  J... 

Director,  General  Components  Div¬ 
ision, 

Jones,  William  J _ 

Director,  Automotive  Division _ 

Krohn,  Gilbert  H _ 

Chief,  Stainless,  Hi-Temp,  Alloy  and 
Tool  Steel  Branch,  Iron  and  Steel 
Division. 

Macauley,  Irving  P _ 

Director,  .Aluminum  and  Magnesium 
Division. 

Martin,  Roger  H _ 

Chief,  Carbon  and  Alloy  Flat  Rolled 
and  Tubular  Products  Branch,  Iron 
and  Steel  Division. 

Martin,  Terry  B _ 

Director,  Electrical  E(iuipment  Div- 
isio  1. 

Mcrliss,  Frederick  A _ 

Deputy  Director,  Aluminum  and 
Magnesium  Division. 

Pommer,  Clifford  G _ 

Director,  Shipbuilding,  Railroad, 
Ordnance  and  Aii'craft  Division. 

Reed,  R.  Chester..  _ 

Deputy  Director,  Containers  and 
Packaging  Division. 

Sandston,  WiUiam  L _ 

Chief,  Business  Research  and  Analysis 
Branch,  Iron  and  Steel  Division. 

Company  affiliation  and  position 


Assistant  general  manager  of  sales, 
Republic  Steel  Corp.,  Cleveland, 
Ohio. 

Vice  president,  Lapointe  Machine 
Tool  Co.,  Hudson,  Mass. 

Engineer  in  charge  of  sales  of  steam 
turbines,  Allis-Chalmers  Manufac¬ 
turing  Co.,  Milwaukee,  Wis. 

Manager,  plastic  materials  sales,  B. 
F.  Goodrich  Chemical  Co.,  Cleve¬ 
land,  Ohio. 

Manager,  direct  sales  pipe  division 
Joh  as-Manville  Sales  Corp.,  New 
York,  N.  Y. 

Assistant  manager,  high  strength 
steel  sales,  IJ.  S.  Steel  Corp., 
Pittsbm'gh  30,  Pa. 

Branch  manager,  Timken  Roller 
Bearing  Co.,  Los  Angeles,  Calif. 

Assistant  general  production  man¬ 
ager,  Chrysler  Corp.,  Detroit,  Mich. 

Sales  representative,  tubular  prod¬ 
ucts  division,  Babcock  &  Wilcox 
Co.,  Chicago,  Ill. 

Vice  president,  executive  sales, 
Reynolds  Metal  Co.,  New  York, 
N.  Y. 

Assistant  manager,  tubular  products, 
Jones  &  Laughlin  Steel  Corp., 
Pittsburgh  30,  Pa. 

Standards  engineer.  Square  D  Co., 
Milwaukee,  Wis. 

General  superi  itendent.  United 
Smelting  &  Aluminum  Co.,  Inc., 
New  Haven,  Coim. 

Manager,  marketing,  Schenectady 
Aeronautic  and  Ordnance  Systems 
Department,  General  Electric  Co., 
Schenectady,  N.  Y. 

Supervisor,  packages  and  shipping 
division,  the  Texas  Co.,  New  York, 
N.  Y. 

Economic  analyst,  Armco  Steel 
Corp.,  Middletown,  Ohio. 
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Industry  officials  employed  without  compensation  in  BDSA  as  of  Mar.  l/f,  1956 — 

Continued 

IN  OPERATING  POSITIONS 


Name 

Position  in  BDSA 

Company  affiliation  and  position 

Seeley,  Clarence  W _ 

Director,  Copper  Division _ 

District  sales  manager,  Scovill 
Manufacturing  Co.,  Waterbury, 
Conn. 

Assistant  to  executive  vice  president. 
Carrier  Corp.,  Syracuse,  N.  Y. 

Assistant  sales  manager,  Hewlett- 
Packard  Co.,  Palo  Alto,  Calif. 

Vice  president.  Consolidated  Found¬ 
ries  &.  Manufacturing  Co.,  Boston, 
Mass. 

Staff  representative.  Automatic  Elec¬ 
tric  Co.,  Chicago,  Ill. 

Stuart,  Charles  M _ 

Director,  General  Industrial  Equip¬ 
ment  Division. 

Deputy  Director,  Scientific,  Motion 
Picture  and  Photographic  Products 
Division. 

Chief,  Castings  Branch,  Iron  and 
Steel  Division. 

Director,  Communications  Equip¬ 
ment  Division. 

Van  Rensselaer,  Cortlandt. 

Walndle,  Roger  F . 

Williams,  Robert  E _ 

CONSULTANTS 


Abbott,  Edward... 
Bailey,  Frank  R _ 

Olausscn,  John  .4.... 

Compter,  George  II 

Daniel?,  Ernest  W. 


Consultants  Food  Industries  Division. 

Adviser  (Nickel),  Iron  and  Steel 
Division. 

Consultant,  Iron  and  Steel  Division... 

Consultant,  Electrical  Equipment 
Division. 

Consultant,  Forest  Products  Division. 


Assistant  to  vice  president.  Abbotts 
Dairies,  Inc.,  Philadelphia,  Pa. 

Manager,  special  activities,  Inter¬ 
national  Nickel  Co.,  Inc.,  New 
York.  N.  Y. 

Secretary,  Pig  Iron  Division,  Ameri¬ 
can  Iron  &  Steel  Institute,  New 
York,  N.  Y. 

Assistant  to  vice  president  and 
secretary.  Ford  Instrument  Co., 
Division  of  the  Sperry  Corp.,  Long 
Island  City,  N.  Y. 

Director  of  sales.  Harbor  Plywood 
Corp.,  Hoquiam,  Wash. 


Lickey,  Edward  F _  Consultant,  Metalworking  Equip¬ 

ment  Division. 

Moore,  Thomas  J.,  Jr _  Consultant,  Iron  and  Steel  Division... 


Reid,  James  F.,  Sr. 


do 


Sauers,  Marguerite  M _  _ do _ 

Schlueter,  Louis  A _  Adviser  (Chemical  and  Rubber  Ind.), 

Chemical  and  Rubber  Division. 


Sebastian,  Robert  L. 

Vuckel,  Carl  M _ 

Ware,  Joel  B _ 


Consultant,  Aluminum  and  Magne¬ 
sium  Division. 

Consultant,  Food  Industries  Division. 
Consultant,  Forest  Products  Division. 


Retired. 

General  manager,  Brainard  Steel 
Division,  Sharon  Steel  Corp., 
Warren,  Ohio. 

Production  manager.  The  Timken 
Roller  Bearing  Co.,  Canton,  Ohio. 

Executive  assistant.  General  Refrac¬ 
tories  Co.,  Baltimore,  Md. 

Member  of  Staff,  American  Coke  & 
Coal  Chemicals  Institute,  Wash¬ 
ington,  D.  C. 

Retired. 

Do. 

Sales  representative.  Great  Northern 
Paper  Co.,  Chicago,  lU. 


Mr.  Multer.  Is  it  the  practice  of  your  office,  Mr.  Secretary,  that 
WOC’s  should  remain  on  duty  with  the  Department  for  6  months  and 
then  a  new  person  brought  in;  or  do  some  stay  on  longer  than  6 
months  ? 

Secretary  Weeks.  Six  to  nine  months,  a  few  a  year,  I  think. 

Mr.  IMcCoy^.  Most  of  them  are  6  months. 

Secretary  Weeks.  Most  of  them  are  about  6  months. 

Mr.  Multer.  Do  you  find  it  necessary  to  disqualify  WOC’s  from  act¬ 
ing  on  tax  amortization  matters  ? 

Let  me  reframe  the  question. 

Did  you  direct  that  "WOC’s  be  disqualified  from  acting  on  tax 
amortization  matters  ? 

Secretary  Weeks.  Yes,  sir. 

Mr.  Multer.  Why  was  that  done,  sir  ? 
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]\Ir.  McCoy.  That  was  done,  Mr.  Multer,  because,  first,  we  do  not 
want  any  WOC  acting  upon  an  application  for  accelerated  amortiza¬ 
tion  from  his  own  company.  He  wouldn’t  do  that  anyway. 

Second,  that  we  wouldn’t  want  to  put  them  in  a  position  of  passing 
upon  any  benefit  to  be  given  to  a  competitor,  no  matter  how  remote, 
so  they  are  completely  disqualified  or  do  not  concern  themselves  at 
all  with  tax  amortization.  That  is  entirely  in  the  hands  of  career 
people. 

Mr.  Multer.  In  other  words,  you  consider  that  there  is  a  possibility 
that  either  the  man  might  be  passing  on  the  application  of  this  own 
company  or  if  not,  he  might  be  passing  on  the  application  of  a  com¬ 
petitor  ? 

Mr.  McCoy.  That  is  right. 

IMr.  Multer.  To  turn  down  the  application  of  a  competitor  keeps 
that  comjDany  from  moving  forward. 

Now,  are  there  two  assistant  administrators  in  Business  and  De¬ 
fense  Services  Administration  still  WOC’s? 

Secretary  Weeks.  No,  sir.  There  are  three,  and  they  are  all  career 
people. 

Mr.  MuijTer.  Is  it  correct  to  say  at  the  top,  the  Administrator, 
Deputy  Administrator  and  three  Assistant  Administrators  are  all  now 
career  people  ? 

Secretary  Weeks.  Yes,  sir. 

Mr.  Multer.  Let’s  go  to  the  aluminum  and  magnesium  division. 
The  Director  there  is  a  WOC? 

Mr.  ]\IcCoY.  Yes,  sir. 

Mr.  Multer.  The  Deputy  Director  is  a  WOC? 

hlr.  McCoy.  Yes,  sir. 

Mr.  Multer.  The  Assistant  Director  is  Mr.  Arthur  A.  Snow  ? 

Mr.  McCoy.  That  is  right. 

Mr.  IMulter.  How  long  has  he  been  with  the  Department? 

Mr.  McCoy.  I  cannot  give  you  that  answer  oft'hand.  Mr.  Snow  has 
been  in  the  aluminum  division  since  OPA  days;  I  would  say  4  or  5 
years.  ’ 

Mr.  Multer.  A  good  competent  man  ? 

Mr.  McCoy.  Very. 

Mr.  Multer.  Does  the  Director  of  the  aluminum  division  change 
every  6  months? 

Mr.  McCoy.  That  has  been  the  practice. 

Mr.  Multer.  The  change  is  made  by  first  bringing  in  someone  from 
Alcoa,  then  he  is  succeeded  by  a  Kaiser  or  Reynolds  man  and  the  third 
man  is  either  Kaiser  or  Reynolds,  depending  on  who  the  second  man 
was,  and  each  serves  6  months? 

Mr.  McCoy.  That  is  right. 

ISIr.  Multer.  What  is  the  situation  with  reference  to  the  Deputy 
Director  ? 

Mr.  McCoy.  The  Deputy  Director  is  a  person  from  one  of  the  in¬ 
dependent  fabricating  companies  in  the  industry. 

Mr.  Multer.  You  say  one  of  the  independent  fabricating  com¬ 
panies? 

Mr.  McCoy.  Yes;  other  than  the  primary  producers. 

Mr.  Multer.  In  all  fairness,  don’t  you  think  Mr.  Snow  is  suffi¬ 
ciently  competent  to  do  the  job  of  a  director,  having  in  mind  the 
director  and  deputy  director  change  every  6  months  ? 
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INIr.  McCoy.  It  is  a  very  small  division.  Mr.  Snow  is  a  competent 
man.  We  feel,  however,  that  for  sometime  we  should  have  two  men 
from  industry  in  that  division  who  receive  training.  We  do  not 
think  ]\Ir.  Snow,  yet,  with  all  due  deference  to  his  capabilities,  is 
quite — has  quite  the  capacity  today  to  take  either  the  deputy  job  or 
the  director’s  job. 

IMr.  Multer.  He  is  the  one  man  in  the  division  who  guarantees 
continuity  of  action  ? 

IMr.  McCoy.  That  is  right.  We  hope  to  increase  the  staff  of  that 
division,  because  Mr.  Snow  is  overworked.  Unfortunately,  he  is  in 
the  hospital  now.  We  would  like  to  increase  that  staff'.  At  some¬ 
time  in  the  future  possibly  it  will  be  possible  to  promote  Mr.  Snow 
to  deputy  director,  add  to  the  division,  and  have  only  a  director  of 
the  division  as  WOC. 

IMr.  Multer.  I  think  I  counted  yesterday  when  Mr.  Flemming  was 
here  that  about  4  AVOC’s  are  in  subordinate  positions  to  that  of 
director,  and  in  the  subordinate  positions  to  director,  such  as  deputy 
director,  you  had  about  26  full-time  career  employees.  I  can’t  under¬ 
stand — and  I  wish  you  would  try  to  make  it  clear  for  the  record,  if 
you  can — why  those  full-time  men  acting  as  deputy  directors  can’t  do 
the  job  of  the  director  and  have  the  director  as  his  adviser  rather 
than  have  a  AA^OC  sitting  on  the  top  as  the  director. 

Secretary  AVeeks.  AVell,  you  only  do  in  about  half  the  cases,  and  in 
those  cases  it  is  a  matter  ox  judgment  as  to  how  you  get  the  best  re¬ 
sults.  You  have  the  two  elements  entering  into  the  picture,  and  you 
decide  in  that  case,  “AA’^ell,  that  is  the  type  of  man  we  need  to  get  the 
best  results.” 

Mr.  Kilburn.  AA^ould  the  gentleman  yield  for  a  paidiamentary 
inquiry  ? 

Mr.  Multer.  Yes. 

Mr.  Kilburn.  I  would  like  to  respectfully  ask  how  we  are  going 
to  distribute  the  time  among  the  members  of  this  committee  in  ques¬ 
tioning. 

Mr.  Multer.  So  far  as  I  am  concerned,  any  time  the  chairman  feels 
we  should  go  under  the  5-minute  rule,  I  am  agreeable  to  that. 

The  Chairman.  I  usually  recognize  the  members  when  they  ask  for 
recognition.  I  asked  if  anybody  desired  recognition,  and  nobody 
over  here  said  they  wanted  recognition.  Mr.  Multer  said  he  wanted 
recognition. 

If  anybody  wants  recognition,  I  am  always  glad  to  give  it,  and  there 
is  no  discrimination. 

Mr.  Kilburn.  I  don’t  claim  discrimination,  but  if  you  have  an  hour 
and  a  half  questioning  and  somebody  takes  a  half  hour,  say,  a  lot  of 
them  don’t  get  a  chance  to  question. 

The  Chairman.  AVe  would  have  to  establish  the  5-niinute  rule  or 
something  of  that  kind.  AA"e  might  do  that.  Then  after  we  get 
through  with  that,  interrogation  goes  on  anyhow,  so  we  finally  tall 
into  the  same  thing. 

Have  you  any  questions  you  desire  to  ask  now  ? 

Mr.  Kilburn.  I  have  2  or  3  short  ones. 

Mr.  Multer.  I  will  yield. 

The  Chairman.  I  recognize  you. 
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Mr.  Multer.  Mr.  Chairman,  I  have  always  sat  back  and  let  the 
other  members  ask  their  questions  because  I  know  I  usually  go  longer 
than  they  do.  I  will  yield  the  witness. 

Mr.  Kilburn.  I  would  like  to  ask,  Mr.  Secretary,  if  you  are  sup¬ 
porting  H.  R.  9852. 

Secretary  Weeks.  If  that  is  the  bill  we  are  discussing,  sir,  I  am. 

Mr.  Kilburn.  Without  any  changes? 

Secretary  Weeks.  Yes,  sir,  I  am. 

Mr.  Kilburn.  So  that  you  do  not  recommend  any  amendment  such 
as  you  indicated  a  difference  of  opinion  on  a  little  while  ago  ? 

Secretary  Weeks.  I  am  not  specifically  recommending  any  amend¬ 
ment  except  that  the  committee  give  some  consideration  to  that  one 
point  that  I  made.  Otherwise,  none  at  all,  sir. 

Mr.  Kilburn.  Otherwise,  you  support  the  bill  just  like  it  is? 

Secretary  Weeks.  Yes,  sir. 

Mr.  Kilburn.  Thank  you. 

That  is  all. 

The  Chairman.  Does  anybody  else  desire  recognition  on  this  side? 

Mr.  Me  Vet.  I  should  like  to  ask  a  question,  Mr.  Chairman. 

The  Chairman.  Mr.  MeVey. 

Mr.  McVey.  Thank  you,  Mr.  Chairman. 

Mr.  Weeks.  I  want  in  the  beginning  to  tell  you  that  I  am  convinced 
that  the  employment  of  WOC  men  is  a  good  government  procedure. 
1  have  known  many  of  those  men  over  the  years  and  they  have  been 
very  high-principled  men  and  very  efficient.  I  think  they  bring  to  the 
Government  a  type  of  experience  and  a  background  that  you  cannot 
find  in  the  career  employee.  Over  the  years  I  have  heard  this  objec¬ 
tion  on  the  part  of  businessmen.  They  have  told  me  tKat  when  they 
come  down  to  Washington  they  have  to  sit  at  the  feet  of  young  men 
many  times  who  lack  the  background  of  experience  in  dealings  with 
problems  they  have  presented. 

Mr.  Flemming  made  the  statement  yesterday  that — and  I  want  to 
say  that  Mr.  Flemming  made  a  very  fine  statement  before  this  com¬ 
mittee.  He  was  very  loyal  to  the  Department  of  Commerce — he  gave 
us  this  impression:  that  career  employees  are  not  entirely  immune 
from  unfaithfulness  to  their  trust,  and  he  left  the  impression  with  me 
at  least  that  the  percentage  of  men  in  the  WOC  group,  which  is  un¬ 
faithful  to  its  trust,  is  no  greater  than  that  among  career  employees. 

Do  you  wish  to  comment  on  that  ? 

Secretary  Weeks.  Well,  as  far  as  the  WOC’s  are  concerned,  I  don’t 
recall,  since  we  have  been  there,  since  this  administration  has  been  in 
office,  I  don’t  recall  any  WOC  that  hasn’t  been  faithful  to  his  trust. 
I  think  the  record  will  bear  that  out. 

As  far  as  the  career  people  are  concerned,  I  am  a  great  admirer 
of  the  career  service  and  I  hope  that  it  will  stay  with  us  and  contin¬ 
ually  improve. 

In  any  group  of  society  there  is  always  someone  who  turns  up 
that  may  not  do  the  right  thing.  He  is  the  exception  that  proves 
the  rule,  and  that  is  so  all  through  Government  and  private  enter¬ 
prise,  but  I  think  we  have  an  excellent  record  and  offhand  I  don’t 
think  of  anything,  by  career  or  WOC,  that  I  could  criticize  from 
the  standpoint  of  being  faithful  to  their  trust  since  I  have  been  here. 

Mr.  McVey.  I  am  glad  to  have  your  statement  in  regard  to  whether 
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you  support  this  bill.  I  think  you  made  the  remark  at  the  close  of 
your  statement  that  you  did  favor  the  passage  of  the  bill  as  it  is. 

Secretary  Week.  Yes,  sir. 

JNIr.  McVey.  But  you  wanted  us  to  consider  this  matter  of  WOC’s. 

Secretary  Weeks.  Yes,  sir. 

Mr.  O’Hara.  Mr.  Chairman. 

The  Chairman.  Mr.  O’Hara. 

ISIr.  O’Hara.  Mr.  Secretary,  am  I  to  accept  your  prepared  state¬ 
ment  as  an  expression  of  your  personal  opinion  or  as  expressive  of 
the  policy  of  the  administration? 

Secretary  Weeks.  You  mean  with  respect  to  the - 

Mr.  O’Hara.  The  entire  prepared  statement. 

Secretary  Weeks.  Well,  I  wonld  say  generally  speaking  it  is  the 
administration  position,  except  that  I  said  that  on  the  matter  of  the 
disclosure  of  personal  affairs,  that  that  was  my  personal  opinion,  but 
insofar  as  the  support  of  the  bill,  and  the  general  statement  is  con¬ 
cerned,  that  goes  along  with  the  statement  made  by  Dr.  Flemming 
and  with  what  I  would  say  was  administration  position ;  yes,  sir. 

Mr.  O’Hara.  I  refer  only  to  the  prepared  statement. 

I  had  presumed  that  when  a  member  of  the  President’s  Cabinet 
appears  before  a  committee  of  the  Congress,  his  prepared  state¬ 
ment  sets  forth  the  position  of  the  administration,  and  in  accord 
with  the  policy  of  the  administration.  Am  I  right  or  wrong  ? 

Secretary  Weeks.  Yes,  sir;  generally  speaking.  It  does  in  this 
case,  as  I  say,  except  that - 

IMr.  O’Hara.  Might  I  call  your  attention  to  page  4  of  your  pre¬ 
pared  statement  in  regard  to  the  requirement  that  WOC  submit  state¬ 
ments  of  their  financial  interests. 

Secretary  Weeks.  That  is  my  personal  view. 

IMr.  O’Hara.  Then  what  part  of  this  prepared  statement  is  your 
personal  opinion  and  what  part  encompasses  the  policy  of  the  ad¬ 
ministration  ?  . 

Secretary  Weeks.  I  would  say  it  is  all  administration  policy  except 
that  one,  and  that  might  be.  I  just  haven’t  checked  it  out  with  any¬ 
body  else. 

Mr.  O’Hara.  Going  a  little  bit  lower,  to  the  last  paragraph  on  para¬ 
graph  4,  you  state  that,  “In  view  of  the  present  international  outlook, 
I  would  think  that  a  2-year  extension  in  place  of  the  previous  1-year,  is 
fully  justified.”  Is  that  your  personal  opinion,  that  the  outlook  at  the 
present  time,  the  international  outlook  is  so  gloomy  that  we  must  take 
a  pessimistic  view  of  it  or  is  that  the  finding  and  the  belief  of  the 
administration  ? 

Secretary  Weeks.  That  is  both  my  personal  opinion  and  I  would  say 
it  was  the  administration  view,  in  which  the  lead  is  taken  by  the  Office 
of  Defense  Mobilization,  Dr.  Flemming.  I  think  the  mere  fact,  as  has 
been  pointed  out  this  morning,  that  we  are  spending  $39  billion  for 
defense  and  defense-supporting  setup,  that  there  must  be  some  serious 
situation  in  the  world  or  we  wouldn’t  be  doing  that. 

IMr.  O’Hara.  Mr.  Secretary,  this  administration  is  running  for  re- 
election  on  a  platform  that  the  peace  has  been  won.  Do  you  not  dis¬ 
cern  an  inconsistency  in  what  you  now  testify  is  the  administration’s 
concern  over  the  gravity  of  the  international  situation  ? 

Secretary  Weeks.  I  was  brought  up  to  believe,  Mr.  Congressman, 
that  if  you  are  able  to  take  care  of  yourself,  you  don’t  get  in  trouble  so 
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easily  as  you  do  if  you  ai’e  not.  That  applies  to  individuals  and  na¬ 
tions,  and  the  fact  that  we  may  have  a  situation  in  the  world  where  we 
my  get  in  trouble,  certainly  you  wouldn’t  want  us  to  drop  our  guard, 
would  you  ? 

Mr.  O’Hara.  Well,  I  would  say  that  this  involves  a  little  bit  more 
than  an  expression  of  philosophy,  in  view  of  a  current  international 
tension  that  I  understand  you  to  say  the  administration  regards  as  se¬ 
rious.  I  think  you  would  not  put  that  language  in  unless  you  had  con¬ 
sulted  with  other  members  of  the  Cabinet  and  perhaps  the  President 
himself.  Am  I  right  or  wrong  ? 

Secretary  Weeks.  Well,  this  is  a  statement  that  we  worked  out  to¬ 
gether,  Dr.  Flemming  and  the  Commerce  Department.  The  sponsor¬ 
ship  for  this  bill  obviously  is  under  the  general  direction  of  the  execu¬ 
tive  branch  of  the  Government,  of  the  Office  of  Defense  Mobilization, 
so  we  would  normally  take  our  lead  from  that  office. 

Mr.  O’Hara.  By  the  way - 

Secretary  Weeks.  The  President,  of  course,  I  might  add,  the  Presi¬ 
dent,  I  think  in  his  State  of  the  Union  message  and  otherwise,  has  ( 
called  for  renewal  of  the  act.  He  asked  for  a  renewal. 

Mr.  O’Hara.  I  would  like  to  ask  a  question,  Mr.  Secretary,  and  if 
you  feel  it  shouldn’t  be  answered,  I  will  understand.  I  am  a  little  new 
on  this  committee,  having  served  here  only  in  three  Congresses,  and  I 
am  just  seeking  a  little  light. 

When  a  member  of  the  Cabinet  appears  before  a  committee  of  Con¬ 
gress  with  a  prepared  statement,  is  that  statement  submitted  to  other 
members  of  the  Cabinet,  or  perhaps  even  the  President  himself  before 
the  Cabinet  member  appears  before  the  congressional  committee  ? 

Secretary  Weeks.  It  varies.  In  some  cases  where  a  particular 
department  has  the  primary  interest,  the  statements  made  by  other 
departments  will  be  cleared  with  that  department,  so  that  we  will  be 
taking  the  same  line  so  far  as  administration  viewpoint  is  concerned. 

In  other  cases  it  depends  entirely  on  the  circumstances. 

In  this  case  we  take  our  lead  from  the  President’s  request  to  the 
Congress  that  this  legislation  be  renewed. 

Mr.  O’Hara.  Did  you  discuss  with  the  President  or  with  any  of 
your  fellow  Cabinet  members  the  elimination  of  the  requirement  that 
WOC’s  should  submit  a  statement  of  their  financial  interests  ?  Specifi-  . 
cally,  did  you  discuss  that  with  the  President  or  any  of  your  fellow  * 
members  of  the  Cabinet? 

Secretary  Weeks.  No,  sir. 

Mr.  O’Hara.  Then  that  is  strictly  your  own  opinion? 

Secretary  Weeks.  Yes,  sir. 

Mr.  O’Hara.  Well,  Mr.  Secretary,  some  Congresses  ago  I  intro¬ 
duced  a  bill — it  never  got  any  place ;  I  think  sometime  it  will — that 
provided  that  even  Members  of  Congress  should  make  public  state¬ 
ments  of  their  financial  interest.  Do  you  see  any  objection  to  that? 

Secretary  Weeks.  That  Members  of  Congress  make  public  state¬ 
ments? 

Mr.  O’Hara.  Certainly.  Any  man  who  is  serving  the  Government 
in  any  capacity  shall  let  all  of  the  people  of  this  Eepublic  know 
what  his  financial  interests  are.  Is  there  any  objection  to  that? 

Mr.  Kilburn.  I  have. 

Secretary  Weeks.  I  certainly  don’t  see  any  necessity  for  it. 
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Mr.  O’Hara.  Well,  perhaps  not.  I  am  a  little  old-fashioned.  I 
believe  that  the  greatest  honor  that  a  public  servant  can  have  is  to 
wear  the  cloak  of  poverty.  Or  if  he  had  means  before  he  came  into 
the  public  service,  which  of  course  should  not  be  held  to  his  discredit, 
he  should  make  such  disclosure  with  statements  of  his  private  interests 
on  entering  the  public  service. 

Do  you  think,  Mr.  Secretary,  that  the  international  outlook  is  so 
gloomy  as  to  justify  your  stressing  it  in  the  last  paragraph  of  your 
pr^ared  statement? 

Secretary  Weeks.  I  think  the  international  outlook  completely 
warrants  the  statement  I  made  there,  sir. 

Mr.  O’Hara.  And  that  I  am  to  accept  as  the  viewpoint  of  the  admin¬ 
istration  ? 

Secretary  Weeks.  Yes,  sir. 

Mr.  O’Hara.  Thank  you. 

The  Chairman.  I  saw  a  television  picture  the  other  day  showing 
people  in  a  church  in  Russia  praying  for  the  President’s  health.  I 
suppose  that  was  authentic. 

Secretary  Weeks.  You  what,  sir? 

The  Chairman.  I  say,  I  saw  a  television  picture  the  other  day 
which  was  a  very  good  picture  to  display  before  election,  of  people 
in  a  Russian  church  praying  for  our  President’s  health. 

Mr.  Mutter.  May  I  suggest,  Mr.  Chairman,  if  that  is  Russian  prop¬ 
aganda,  the  President  will  disavow  it,  but  if  it  is  the  Russian  people, 
I  think  we  will  all  say  “Hurrah.” 

The  Chairman.  I  don’t  disapprove  of  it. 

Mr.  Talle.  Mr.  Chairman,  what  election  are  you  referring  to? 
There  are  so  many  of  them  around  the  country. 

The  Chairman.  The  election  being  held  shortly,  the  one  that  you 
now  have  in  mind,  too,  my  friend. 

klr.  Talle.  No,  sir;  I  don’t  have  an  election  in  mind  at  all,  Mr. 
Chairman.  I  am  merely  asking:  Wliat  election  does  the  chairman 
have  in  mind? 

The  Chahuman.  You  don’t  have  it  in  mind? 

Mr.  Talle.  I  don’t  have  in  mind  what  I  believe  now  you  have  in 
mind,  and  I  want  to  know  a  little  bit  more  about  it. 

Mr.  Multer.  Would  it  be  out  of  order  for  a  junior  member  to 
suggest  that  we  get  back  to  the  witness  ? 

Mr.  Talle.  That  is  what  I  wanted  to  say  earlier,  when  Mr.  Multer 
and  Mr.  Patman  ivere  talking  about  interest  rates,  and  some  other 
subjects. 

Mr.  Multer.  You  don’t  think  they  have  any  effect  on  the  economy  ? 

Mr.  Talle.  Let  us  spend  our  time  on  the  bill  under  consideration 
and  the  testimony  of  our  witness. 

Mr.  Patman.  A  point  of  order  on  that.  This  involves  the  Small 
Business  Administration,  ahd  the  chairman  asked  the  Administrator 
of  the  Small  Business  Administration  to  be  here  last  year  and  testify, 
because  the  Small  Business  Administration  is  involved  in  this.  Any 
question  involving  the  Small  Business  Administration  is  a  pertinent 
question. 

Mr.  Talle.  Apparently  the  gentleman  believes  interest  rates  and  the 
Open  Market  Committee  are  in  order  in  connection  with  the  bill  under 
consideration. 

Mr.  Patman.  We  didn’t  mention  open  market  rates. 
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The  Chairman.  We  have  always  said  the  rules  of  evidence  that 
prevail  in  the  courts  should  prevail  in  the  proceedings  of  the  com¬ 
mittee,  the  rules  of  competency,  relevancy,  and  materiality.  They 
don’t,  I  think  in  that  particular  question.  I  am  not  going  to  get 
in  a  dispute  over  that. 

Are  there  any  further  questions  ? 

Mr.  Reuss.  Mr.  Chairman. 

The  Chairman.  Mr.  Reuss. 

Mr.  Reuss.  Mr.  Secretary,  I  would  like  to  pursue,  by  just  a  ques¬ 
tion  or  two,  the  point  that  Congressman  O’Hara  just  raised  with  you, 
namely,  wouldn’t  it  be  a  good  idea  if  complete  disclosure  of  financial 
interest  is  required  of  all  policymaking  officials,  including  Congress¬ 
men,  and  to  that  question,  if  I  heard  right,  you  said  that  you  saw  no 
necessity  for  that.  Is  that  your  answer? 

Secretary  Weeks.  That  is  correct. 

Mr.  Reuss.  Let  me  ask  you  this:  Let’s  suppose  a  public  Federal 
official  should  recommend,  let’s  say,  that  airline  X  rather  than  airline 
Y  be  given  a  very  valuable  air  route  franchise.  Don’t  you  think  the 
public  ought  to  know  whether  that  public  official  has  large  stockhold¬ 
ings  in  airline  X  ?  Wouldn’t  that  be  interesting  to  the  voting  public  ? 

Secretary  Weeks.  Well,  in  the  first  place,  the  public  ofiicial 
shouldn’t  own  stock  in  an  airline  that  he  has  any  control  over,  either 
from  an  executive  or  a  legislative  point  of  view. 

Mr.  Reuss.  Suppose  he  does  own  some  stock  in  that  airline?  My 
question  is.  Why  do  you  object  to  the  requirement  of  disclosure  before 
that  public  official  takes  office  of  his  holding?  Isn’t  that  a  legitimate 
interest  of  the  public  ? 

Secretary  Weeks.  I  am  not  a  lawyer,  Mr.  Congressman.  I  don’t 
know  what  the  statutes  are  on  it,  but  I  think  there  are  statutes  that 
cover  that  point,  where  a  man  has  any  interest  which  involves  a  conflict 
of  interest,  I  think  he  is  required  to  disclose  it.  I  think  everybody 
who  I  know  anything  about  has  been  very  careful  to,  as  a  matter  of 
practice,  to  not  hold  any  interest  in  a  company  that  he  might  have 
control  over. 

Mr.  Reuss.  But  unless  you  have  a  requirement  for  disclosure  of 
that  interest,  how  does  John  Q,  Public  ever  find  out  that  that  par¬ 
ticular  official  has  that  stock  holding  or  other  financial  interest? 

Secretary  Weeks.  Well,  if  there  isn’t  already  in  the  statute  books 
a  requirement  for  disclosure  or  holdings  that  involve  a  conflict  of 
interest,  I  should  be  inclined  to  think  there  might  very  well  be. 

ISIr.  Reuss.  Then  you  do  see  the  necessity  for  such  legislation 
whether  or  not  it  exists  ? 

Secretary  Weeks.  Where  there  is  conflict  of  interests,  yes.  That 
is  a  different  question  in  my  mind. 

]\Ir.  Reuss.  Thank  you.  . 

The  Chairman.  Isn’t  that  principle  inherent  in  our  law,  that 
where  you  may  have  an  interest,  it  disqualifies  you  ?  You  ask  a  jury¬ 
man,  “Have  you  anv  interest  in  this  controversy?”  And  if  he  says 
he  has,  you  disqualitfy  him  and  dismiss  him  peremptory  instruction, 
and  the  judge  on  the  bench  may  disquality  himself,  if  he  is  a  good 
judge,  and  say,  “I  have  an  interest  in  this.”  That  might  not  affect  the 
judgement,  but  that  disqualifiies  him,  per  se,  and  I  should  think  that 
if  there  are  conflicting  interests,  whoever  the  man  might  be,  it  would 
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disqualify  him  from  acting  in  that  case.  It  would  disqualify  him  in 
the  administrative  capacity,  disqualify  him  in  a  judicial  capacity,  and 
as  a  juryman. 

It  is  fundamental  in  our  law  everywhere.  I  think  it  is  no  reflection 
on  a  man  to  say,  “We  don’t  want  you  to  decide  this  case  because  you 
have  a  personal  interest  in  it.”  I  can’t  see  why  he  should  object  to 
letting  the  public  know  whether  or  not  he  has  any  interest  that  will 
conflict  with  his  judgment.  It  he  acts  every  day,  he  acts  every  day. 
The  judge  probably  acts  infrequently  on  things  that  affect  him,  but  it 
is  his  duty  to  say  he  has  an  interest  and  it  disqualifies  a  juryman,  or 
in  any  capacity  I  know  of.  If  he  has  a  personal  interest,  he  can’t 
act  as  judge,  and  he  can’t  act  as  administrator  and  he  can’t  act  wher¬ 
ever  there  is  any  judgment  or  discretion  to  be  exercised. 

Secretary  Weeks.  Certainly,  where  there  is  a  conflict  of  interest 
or  could  be,  I  am  certainly  for  full  disclosure  in  a  case  like  that,  just 
as  you  say  and  point  out,  Mr.  Chairman ;  in  the  courts  the  practice  is 
to  disqualify  yourself  and  state  that  you  have  an  interest. 

JMr.  Kilburn.  Will  the  gentleman  yield? 

Mr.  Reuss.  I  yielded  back  the  witness. 

JMr.  Kilburn.  I  have  just  one  question.  If  you  follow  that  theory 
to  the  nth  degree,  no  member  of  Congress  who  owns  a  farm  could 
vote  on  farm  legislation,  could  you? 

Mr.  Patman.  If  it  influences  the  vote,  or  the  banker  in  the  banking 
laws. 

Mr.  Kilbttrn.  That  is  right.  You  can't  vote  on  any  banking  in¬ 
terests  if  you  own  a  bank. 

Mr.  Patman.  If  he  owned  enough  interest  to  influence  his  vote. 

Mr.  Multer.  I  remember  when  the  gentleman  from  New  York  dis¬ 
qualified  himself  from  voting  on  a  banking  law  because  he  was  inter¬ 
ested  in  a  bank  that  might  be  effected. 

The  Chairman.  I  think  if  a  banker  voted  on  a  law  that  he  was  in¬ 
terested  in,  it  would  disqualify  him.  A  man  may  certainly  vote  for 
the  general  law. 

Mr.  Reuss.  Will  the  gentleman  from  New  Yoi'k  yield? 

Mr.  Kilburn.  I  yield  the  floor. 

Mr.  Reuss.  Mr.  Chairman. 

The  Chairman.  Mr.  Reuss. 

Mr.  Reuss.  I  would  like  to  comment  on  the  point  raised  by  the 
gentleman  from  New  York,  Mr.  Kilburn,  that  what  I  was  talking 
about  in  my  questions  to  the  Secretary  were  not  a  Congressman  or  a 
public  official  relieving  himself  from  acting  in  a  particular  set  of  cir¬ 
cumstances.  What  I  was  talking  about  was  that  there  be  a  require¬ 
ment  of  publicity  for  the  financial  interests  of  public  officials,  so  that 
the  public  may  know  the  various  interests  of  the  person  who  is  doing 
the  particular  voting  or  deciding  or  recommending,  nad  it  seems  to 
me  that  Congressman  O’Hara’s  proposal  is  a  sound  one. 

Mr.  Kilburn.  I  don’t  suppose  there  is  any  point  in  arguing  the 
thing  further  because  it  is  not  before  the  committee,  but  I  can  answer 
your  argument,  I  think. 

Mr.  Fountain.  Mr.  Chairman,  may  I  ask  1  or  2  questions? 

The  Chairman.  Mr.  Fountain. 

Mr.  Fountain.  Have  you  ever  found  any  evidence  of  dissatisfac¬ 
tion  among  your  career  employees  because  of  the  appointment  of  some- 
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one  outside  of  Goveniment  to  direct  them  and  their  affairs  and 
operations  ? 

Secretary  Weeks.  No,  sir;  not  to  my  knowledge. 

INIr.  F ouNTAiN.  Then  all  indications  are  that  career  employees,  in¬ 
cluding  your  deput}^  directors,  are  perfectly  satisfied  with  this  WOC 
arrangement  ? 

Secretary  Weeks.  Yes,  sir.  I  think - 

Mr.  Fountain.  Whereby  necessity  the}’  are  made  directors? 

Secretary  Weeks.  They  are  taking  it  for  granted  that  is  the  setup, 
and  I  think  everybody  is  happy  with  it. 

ISIr.  Fountain.  The  reason  I  asked  the  question,  I  think  they  serve 
a  very  useful  purpose,  and  yet  I  wonder,  when  a  person  comes  in  and 
is  just  on  duty  directing  the  operations  of  an  agency  for  a  period  of 
from  6  to  9  months,  as  large  as  our  Government  is  and  as  large  as  the 
operation,  say,  of  your  Department  is,  it  seems  to  me  that  by  the  time 
he  finds  out  what  it  is  all  about,  he  is  about  ready  to  leave.  It  means 
that  for  a  jieriod  of  from  6  to  9  months  you  have  someone  there  direct¬ 
ing  the  affairs  who  is  really  going  through  an  educational  process. 
But  the  time  he  leariis  the  operations,  and  is  better  qualified  to  run  a 
division,  he  is  ready  to  leave. 

Secretary  Weeks.  Well,  he  is  learning  all  the  time.  Of  course,  the 
problem  is  one  that  is  akin — is  a  problem  of  the  industry  he  comes 
from,  and  so  he  is  well  acquainted  with  industry  problems  and  so 
many  of  the  answers  he  has  got  right  at  his  fingertips.  lie  learns  in 
the  process  how  the  Government  operates  in  this  particular  area. 

Mr.  Fountain.  In  other  words,  most  of  his  activities  and  advice 
relate  directly  to  the  type  of  industry  from  which  he  comes  and  a 
subject  matter  with  which  he  is  already  very  much  familiar. 

Secretary  Weeks.  Yes,  sir.  You  wouldn’t,  for  example,  get  a 
man  in  the  Textile  Division  and  put  him  in  the  Machinery  Division. 
He  sticks  to  the  things  he  knows  something  about.  Then  he  addi¬ 
tionally  learns  as  he  goes  along  how  the  Government  operates  in  this 
area. 

Mr.  Fountain.  That  is  all,  Mr.  Chairman. 

Mr.  Multer.  If  no  one  else  wants  the  witness,  Mr.  Chairman,  I 
would  like  him. 

The  Chairman.  You  may  inquire. 

Mr.  Multer.  Mr.  Secretary,  tell  me,  in  the  case  of  a  career  employee 
has  been  on  the  job  for  20-odd  years  and  has  finally  worked  himself 
up  to  a  top  spot  of  assistant  or  deputy  director.  It  will  be  a  few  more 
years  before  he  can  retire.  He  would  love  to  head  the  Department  up 
before  he  does  go  because  he  thinks  he  could  do  a  good  job.  Who 
do  you  think  he  would  complain  to  about  a  WOC,  to  the  WOC  who 
is  the  director  or  to  the  Secretary  who  appointed  the  director,  who 
is  the  WOC? 

Secretary  Weeks.  I  don’t  think  I  quite  understand  the  question. 

Mr.  Multer.  The  career  employee  is  on  the  job,  doing  a  good  job. 
He  knows,  as  indicated  by  Mr.  Fountain,  that  you  can’t  run  this 
Department  by  a  man  coming  in  for  6  months  or  9  months  and  then 
moving  on  out.  Who  do  you  think  he  would  complain  to,  to  the 
WOC,  who  is  his  boss,  or  to  the  Secretary  of  the  Department,  who 
appointed  the  WOC? 

Secretary  Weeks.  Well,  you  liaA’e  got  five  full-time  government 
people  in  charge  of  this  operation,  directly  in  charge  of  it,  Adminis- 
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trator;  Deputy  xlciministrator,  and  three  Assistant  Administrators; 
and  I  presume  he  would  complain  to  one  of  them  or  make  his  views 
known  to  one  of  them. 

Mr.  Multer.  Isn’t  it  asking  a  little  too  much  of  that  career  employee 
to  expect  him  to  complain  about  his  director  who  is  a  WOC? 

Secretary  Weeks.  I  don’t  think  so.  I  wouldn’t  say  so. 

Mr.  Multer.  'Well - 

Secretary  Weeks.  Particularly  if  1  of  the  5  have  been  there  a  long 
time,  are  career  people,  more  or  less  as  he  is. 

Mr.  jMulter.  Maybe  I  am  more  fearful  than  most.  I  have  worked 
in  government,  too.  I  wouldn’t  dare  make  a  complaint  if  I  were  in 
that  spot,  but  let’s  go  on  to  the  next. 

I  think  you  said  that  every  WOC  now  in  the  Department  has  filed 
the  statements  required  by  the  law,  is  that  correct? 

Secretary  Weeks.  Yes,  sir. 

Mr.  ]\IuLTER.  How  many  WOC’s  left  the  Department  rather  than 
file  the  statements? 

Secretary  Weeks.  None  that  I  know  of. 

Mr.  Multer.  The  newspapers  carried  an  item  some  time  ago  to 
the  effect  that  some  30  W’^OC's  refused  to  file  a  statement. 

Secretary  Weeks.  I  am  vex’y  glad  you  asked  that  question,  Mr. 
Congressman. 

There  was  a  statement  in  the  paper  on  December  31,  in  the  Wash¬ 
ington  Post.  The  headline  read,  “Only  Few  WOC’s  Meet  the  Dead¬ 
line  on  Holdings.”  xVnd  they  mentioned  a  figure  of  554,  and  then 
they  go  on  to  say  that  only  40  of  the  554  had  published  their  state¬ 
ments. 

Now,  that  was  completely  wrong,  and  I  would  like  to  explain  that 
of  the  554,  164  aiu  "WAE’s,  which  means  “when  actually  employed,” 
so  that  leaves  us  390  WOC’s,  and  the  390  figure  included  all  former 
WOC’s  who  are  not  active.  Active  WOC’s  in  Commerce  at  that  time, 
between  30  and  40,  have  all  filed  in  accordance  with  the  law,  and  I 
am  sure  that  the  relatively  small  number  in  other  departments  did 
conform,  too,  but  they  took  a  figure  of  554,  and  said  that  only  40  had 
filed. 

Well,  everybody  in  Commerce  that  should  have  filed,  did  file,  and  I 
am  sure  that  is  so  of  the  relatively  small  number  in  other  agencies, 
and  no  statement  could  have  been  farther  from  the  fact  than  that  one. 
I  have  been  waiting  3  months  to  get  that  in  the  record,  Mr.  Chairman. 

IMr.  Multer.  I  asked  that  question  yesterday  of  Mr.  Flemming  and 
indicated  I  was  going  to  ask  it  of  you  today,  because  the  one  thing 
this  committee  likes  to  have  is  the  facts,  and  we  are  very  happy  to 
have  them  supplied  to  us. 

Did  the  tour  of  duty  of  any  of  the  WOC’s  expire  coincident  with 
the  date  required  for  the  filing  of  these  financial  statements? 

Secretary  Weeks.  Did  the  tour  of  duty  expire? 

Mr.  Multer.  Of  any  WOC’s  who  were  there  when  the  law  became 
effective ;  did  their  term  of  office  expire  coincident  with  the  time  they 
were  required  to  file  ? 

Secretary  Weeks.  I  will  ask  Mr.  McCoy  to  answer  that. 

Mr.  IMcCot.  I  can’t  answer  that  precisely.  There  may  have  been 
one  or  two  whose  term  was  up  about  the  time  the  law  became  effective, 
but  as  I  recall  they  have  filed. 
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Mr.  Multer.  Now,  again,  with  reference  to  the  press,  and  possibly 
you  can  clear  this  up  for  the  record  too : 

There  have  been  some  statements  in  the  press  that  the  administra¬ 
tion  offices  have  been  talking  about  standby  controls,  and  a  proposed 
standby  control  bill.  Did  you  participate  in  any  such  conferences  or 
discussions  ? 

Secretary  Weeks.  Casual  discussion,  but  never  any  serious  con¬ 
ference.  Like  all  matters  relating  to  preparedness  and  defense  estab¬ 
lishment,  these  things  come  up  from  time  to  time,  but  I  never  recall 
having  seriously  considered  standby  controls. 

INIr.  Multer.  You  don’t  think  it  is  necessary  to  have  such  legisla¬ 
tion  on  the  books  as  against  the  time  when  you  may  have  to  use  them  ? 

Secretary  Weeks.  No;  I  do  not.  I  think  the  controls  we  have — 
you  will  notice,  as  I  pointed  out  in  my  statement,  that  in  an  emergency, 
section  101  (b),  there  are  certain  powers  granted  to  the  President  to 
control  by  restrictive  language  in  101  (b).  I  think  we  should  go 
along  as  far  as  the  control  situation  is  concerned.  I  don’t  think  we 
need  any  more.  I  don’t  think  we  need  standby  controls  at  the  present 
time. 

kfr.  Multer.  The  standby  controls  I  am  talking  about  are  those 
which  would  be  made  effective  only  in  the  event  the  President  or  the 
Congress  declared  a  state  of  war  or  emergency.  I  am  not  suggesting 
we  give  you  any  more  controls  to  use  now. 

Secretary  Weeks.  The  bill  T  am  supporting  is  the  bill  that  now 
stands  on  the  statute  books,  and  I  think  that  is  the  way  it  should  be 
left. 

Mr.  Multer.  You  don’t  think  we  should  have  any  legislation  put 
on  the  books  which  the  President  can  implement  and  make  effective 
in  the  event  of  an  emergency  ? 

Secretary  Weeks.  No  more  than  we  have  in  the  present  statute. 

Mr.  Multer.  Of  course  you  recall  originally  the  Defense  Produc¬ 
tion  Act  had  several  titles.  We  had  controls,  or  legislation  under 
title  I,  priorities  and  allocations,  which  are  the  only  thing  other  than 
the  general  provisions  in  title  VII  which  are  in  this  law  that  you 
want  extended.  That  is  correct;  is  it  not? 

Secretary  Weeks.  That  is  correct. 

Mr.  Multer.  The  other  titles  were  title  II,  authority  to  requisition 
and  condemn,  which  has  expired;  title  IV,  price  and  wage  stabiliza¬ 
tion,  which  has  expired;  title  V,  settlement  of  labor  disputes;  and 
title  VI,  control  of  real-estate  credit. 

You  are  not  asking  for  any  of  those  controls? 

Secretary  Weeks.  That  is  correct. 

Mr.  Multer.  You  don’t  think  you  need  them? 

Secretary  Weeks.  No,  sir. 

Mr.  Multer.  Is  there  any  justification  for  using  WOC’s  in  Govern¬ 
ment,  except  in  times  of  emergency  ? 

Secretary  Weeks.  Well,  of  course  we  are  getting  ready  for  an  emer¬ 
gency,  and  I  would  say  in  times  of  emergency  or  in  times  of  prepara¬ 
tion  for  emergency,  that  is  when  you  want  them.  That  is  why  they 
are  tied  into  the  Defense  Production  Act.  If  we  didn’t  have  a  De¬ 
fense  Production  Act  and  didn’t  have  an  Office  of  Defense  Mobiliza¬ 
tion,  and  if  we  weren’t  spending  all  the  time  we  are  spending  in  this 
area,  I  wouldn’t  think  you  would  need  WOC’s. 
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Mr.  Multer.  Is  there  any  emergency  as  of  today  requiring  expan¬ 
sion  of  productive  capacity  and  supply? 

Secretary  Weeks.  Requiring  what,  sir? 

Mr.  Multer.  Requiring  expansion  of  productive  capacity  and  sup- 

Plj; 

Secretary  Weeks.  Oh,  there  are  areas  where  we  need  greater  pro¬ 
ductive  capacity.  We  have  about  19  different  expansion  goals  that 
are  still  not  fulfilled — not  filled.  I  think  there  is  as  much  need  for 
a  little  better  dispersion  of  industry  than  in  relation  to  the  expansion 
goals  themselves,  but  we  have  these  expansion  goals,  and  "we  are 
watching  them  very  closely,  and  as  I  say,  there  are  19  left  open  in  which 
Commerce  is  interested.  There  are  about  13  more,  I  think,  in  which 
other  departments  are  interested. 

Mr.  Multer.  That  is  19  plus  13,  or  32  out  of  a  total  of  how  many 
goals? 

Secretary  Weeks.  There  are  32  today.  There  were  about  250 
originally — there  are  32  today. 

Mr.  Multer.  Will  you  furnish  for  the  record  the  goals  which  have 
not  yet  been  attained  ? 

Secretary  Weeks.  I  have  it  right  here,  sir. 

Mr.  Multer.  May  that  be  made  a  part  of  the  record,  Mr.  Chairman  ? 
The  Chairman.  That  may  be  made  a  part  of  the  record. 

(The  information  follows:) 

Goals  administered  by  Commerce 

148  Aircraft,  commercial,  data. 

222  Aiuminum  forging  facilities. 

177  Aluminum  sheet  producing  and  heat-treating  facilities. 

82  Glycerin. 

99  Heavy  aluminum  aircraft  forgings. 

212  Heavy  steel  plates. 

206  Laboratories,  research  and  development  (defense). 

198  Medical  supplies  and  equipment. 

224  Production  facilities  for  military  and  atomic-energy  procurement. 

176  Scientific  instruments. 

76  Steam  boilers. 

74  Steam  turbines. 

181  Steel  castings. 

27  Tankers,  ocean-going — maritime. 

134  Tapered  aluminum  sheet. 

215  Titanium  melting  facilities. 

223  Titanium  processing  facilities. 

91  Welded  aluminum  tubing. 

227  Roll-on,  roll-off  ships — maritime. 


Number  of  cases  handled  by  BD8A  industry  divisions 


New  cases 

Post 

certifi¬ 

cations 

1955 — January  through  June _ _ _ - _ 

211 

504 

July  through  December _ 

279 

356 

1955 — November _ 

38 

71 

December _ _ 

37 

49 

1956 — January _ _ _ _ _ 

27 

41 

February _ 

39 

46 

74607-56- 


13 
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Mr.  Multer.  ^Vre  you  familiar  with  the  scrap  situation,  Mr.  Sec¬ 
retary  ? 

Secretary  Weeks.  Steel  scrap? 

IVIr.  Multer.  Yes. 

Secretary  Weeks.  Yes,  sir. 

Mr.  Multer.  Do  you  know  that  the  export  of  steel  scrap  increased 
from  about  1  million  tons  in  1954  to  over  5  million  tons  in  1955? 

Secretary  Weeks.  Yes,  sir. 

Mr.  Mult1'’.r.  Were  you  consulted  about  that  situation? 

Secretary  Weeks.  I  have  spent  a  lot  of  time  on  that  situation; 
yes,  sir. 

JNIr.  Multer.  Don’t  you  think  something  ought  to  be  done  about 
that  ? 

Secretar}^  Weeks.  Not  at  this  moment.  We  are  watching  it  from 
day  to  day.  The  price  factor  has — I  think  prices  are  olf  about  $6  a  ton 
since  the  first  of  the  year,  and  we  think - 

Mr.  Multer.  Let’s  not  leave  it  that  way,  Mr.  Secretary. 

Secretary  Weeks.  What  is  that  ? 

Mr.  Multer.  Don’t  let’s  leave  it  that  way,  $6  off  since  the  first  of  the 
year,  after  it  had  climbed  $17. 

Secretary  W eeks.  I  was  going  to  finish  the  statement. 

Going  back  to  January,  since  then  the  price  has  dropped  off  about 
$6,  and  there  is  some  evidence  that  the  demand  abroad  is  not  going 
to  be  as  great.  Britain  is  not  taking  as  much  scrap  as  they  were,  and 
I  think  the  Coal  and  Steel  Community  of  the  Continent  are  not  going 
to  take — don’t  want  to  take  or  plan  to  take  as  much  as  they  did  last 
year.  That  is  the  situation  that  is  very  complicated  and  which,  as 
I  say,  we  are  watching  and  discussing.  We  bring  it  up  for  review 
almost  every  week. 

At  the  moment  the  administration  thinks  that  it  is  not  indicated 
that  we  should  put  on  export  controls,  but  that  doesn’t  mean  that  it 
might  not  be  the  indicated  course  a  little  later. 

Mr.  Multer.  Can  you  tell  us  when  was  the  last  time  in  this  country 
that  w’e  had  scrap  go  up  50  percent  in  price — steel  scrap? 

Secretary  Weeks.  I  don’t  remember.  I  think  the  rise  has  been,  or 
could  have  been  after  the  war,  but  I  don’t  have  the  figures  in  mind, 
sir.  I  just  know^  what  has  happened  to  it  in  the  last  year. 

Mr.  Multer.  Can  you  tell  us  when  was  the  last  time  in  this  country 
that  the  export  of  steel  scrap  jumped  almost  four  times  what  it  had 
been  the  previous  year? 

Secretary  Weeks.  Just  before  the  Second  World  War,  when  we 
were  shipping  so  much  to  the  Far  East,  we  ran  up  to  about  3,900,000, 
or  4  million  tons. 

IMr.  Multer.  Would  it  be  fair  to  say  that  the  50-percent  increase 
in  the  price  of  steel  scrap  and  the  increased  demand  for  the  export  of 
scrap  in  1955  was  a  danger  signal  ?  At  least  a  warning  sign  ? 

Secretary  Weeks.  I  think  it  is  a  warning  sign ;  yes,  sir. 

INIr.  Multer.  Just  one  other  matter,  Mr.  Secretary. 

Title  III  of  this  act  is  also  to  be  extended  if  we  extend  the  act, 
expansion  of  productive  capacity  and  supply. 

The  impression  that  I  thought  was  trying  to  be  created  throughout 
the  country  is  that  our  exiiansion  of  our  productive  capacity  and  sup- 
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ply  is  growing  apace  and  private  enterprise  was  doing  a  fine  job  on 
the  economic  level,  without  any  Government  aid  or  support.  Is  that 
a  wrong  impression  ?  Do  we  still  need  governmental  help  for  expan¬ 
sion  of  productive  capacity  and  supply? 

Secretary  Weeks.  Well,  there  would  be  evidence  by  that  list.  There 
are  some  areas  where  it  has  been  almost  necessary  for  the  Government 
to  get  in.  Normally,  industry  is  building  up  its  own  productive  facil¬ 
ities.  That  is  true  in  the  steel  industry.  The  production  capacity  in 
steel  last  year  was  about  125  million  tons.  It  is  already  up  127  or  128 
million  tons.  The  companies  are  planning  to  continually  increase 
their  total  capacity,  and  I  think  in  most  cases  industry  can  do  the  job. 
There  are  some  cases  where  there  has  been  some  necessity  for  the  Gov¬ 
ernment  to  step  in  and  step  in  only  because  of  the  Government  require¬ 
ment,  say,  for  stockpiling  or  whatnot. 

JVIr.  Multer.  Thank  you. 

Mr.  Bolton.  Mr.  Chairman? 

The  Chairman.  Mr.  Bolton. 

Mr.  Bolton.  I  would  just  like  to  clear  one  answer  of  yours  up, 
sir,  in  answer  to  a  question  of  Mr.  Multer’s  as  to  whether  the  export 
of  scrap  at  the  present  level  was  a  warning  or  a  danger  signal. 

I  believe  your  answer  was  yes,  and  I  wondered,  a  warning  or  danger 
signal  of  what  ? 

Secretary  Weeks.  Well,  a  warning  that  we  have  to  continually  see 
whether  we  are  draining  our  resources  in  scrap  to  the  point  where 
our  own  industries  might  not  have  adequate  supply. 

]\Ir.  Bolton.  Thank  you,  sir. 

Tlie  Chairman.  Are  there  further  questions? 

Mr.  Patman.  Just  one  other,  Mr.  Chairman. 

Do  you  consider  your  agency,  the  Department  of  Commerce,  a  na¬ 
tional  planning  agency,  that  you  should  be  on  the  alert  to  find  out 
whether  or  not  we  are  producing  enough  steel  or  enough  cement  or 
enough  different  things,  and  if  we  are  not,  to,  in  other  words,  let  it  be 
known  to  the  public  and  to  the  industries  involved  and  try  to  persuade 
them  to  increase  their  production  along  certain  lines  ? 

Secretary  Weeks.  Yes,  sir ;  I  do.  I  feel  it  is  part  of  our  responsibil¬ 
ity  to  bring  to  the  attention  of  the  Office  of  Defense  Mobilization  of  an 
area  where  there  might  not  be  sufficient  capacity  to  take  care  of  our 
defense-supporting  needs. 

INIr.  Patman.  Let’s  leave  off  defense.  Aside  from  defense,  do  you 
feel  like  it  is  your  duty  when  our  defense  question  is  not  involved 
to  be  on  the  alert  and  make  sure  that  we  are  having  enough  or  are 
going  to  secure  enough  production  for  our  domestic  and  civilian 
needs,  not  related  to  national  security? 

Secretary  Weeks.  I  call  that  area  defense  supporting.  In  other 
words,  if  you  are  going  to  have  defense  as  such,  you  have  to  have 
people  who  are  going  to  work  for  defense  and  build  the  tools  of 
war  and  whatnot.  They  have  to  live.  They  have  to  have  things  that 
make  it  possible  for  them  to  continue.  We  call  that  defense  support¬ 
ing  activities,  and  we  consider  that - 

Mr.  Patman.  I  haven’t  made  myself  plain,  Mr.  Secretary.  I^et 
us  do  a  little  wishful  thinking  and  say  that  we  don’t  have  any  defense 
need  right  now,  that  your  agency  is  an  operation  like  it  has  been  in 
the  past,  and  that  you  are  not  needed  for  defense  purposes.  Would 
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you  still  say  that  your  agency  is  needed  as  a  planning  agency  to  make 
sure  that  all  segments  of  the  economy  go  along  evenly  together;  in 
other  words,  to  make  sure  that  we  are  not  lacking  in  production  of 
some  things  that  are  needed  for  the  people  ? 

Secretary  Weeks.  You  are  assuming  that  all  defense  considera¬ 
tions  are  eliminated  ? 

Mr.  Patman.  That  is  right. 

Secretary  Weeks.  No.  Then  I  wouldn’t  feel  that  way. 

Mr.  Patman.  Mdio  will  do  that  for  our  United  States  Government? 

Secretary  Weeks.  Under  our  system  of  free  enterprise,  if  the 
people  want  to  buy  a  given  article  and  there  isn’t  enough  being 
produced — — ■ 

Mr.  Patman.  I  know.  I  am  talking  about  who  is  looking  after 
the  160  million  people.  Somebody  ought  to  be  on  the  alert  for  this 
Government  of  ours  to  make  sure  that  they  are  going  to  be  taken  care 
of  without  reference  to  defense.  In  other  words,  if  they  need  so 
much  cement. 

Secretary  Weeks.  To  make  sure  they  have  enough  toothbrushes, 
for  example  ?  That  industry  is  producing  enough  toothbrushes  ? 

Mr.  Patman.  That  is  minimizing  what  I  am  trying  to  say  at  least. 
I  am  talking  about  enough  cement  to  build  all  the  highways  and 
streets  and  for  other  purposes,  and  enough  steel  for  all  purposes. 
Who  is  going  to  be  on  the  alert  for  the  people  of  the  United  States 
to  make  sure  that  these  people  are  encouraged  to  stimulate  produc¬ 
tion  sufficiently  they  will  always  have  enough  ? 

Secretary  Weeks.  I  have  been  in  the  manufacturing  business  most 
of  my  life,  and  if  I  make  cement  or  any  other  product  that  I  know 
I  can  sell,  I  am  certainly  going  to  double  my  capacity.  I  think  the 
people  should  do  those  things  for  themselves.  I  think  they  can  do 
it  a  lot  better  than  the  Government. 

Mr.  Patman.  I  know,  but  who  is  going  to  think  about  all  the  peo¬ 
ple,  not  thinking  about  themselves?  Of  course  we  all  think  about 
ourselves,  and  if  we  see— but  who  is  going  to  think  about  it  from 
the  standpoint  of  all  the  people  and  make  sure  somebody  is  on  the 
alert  and  taking  care  of  their  needs  for  the  basic  things  they  will 
need,  like  steel,  cement,  copper,  aluminum,  and  things  like  that? 

Secretary  Weeks.  If  I  understand  your  question,  sir,  I  don’t  think 
that  is  a  function  of  Government. 

Mr.  Patman.  You  don’t  think  it  is  a  function  of  Government?  In 
other  words,  just  people  who  are  interested  in  something  for  a  profit 
motive  only  will  have  to  take  care  of  all  the  people  ? 

Secretary  Weeks.  I  didn’t  say  that. 

Mr.  Patman.  I  thought  you  inferred  it,  Mr.  Secretary. 

Secretary  Weeks.  I  don’t  think  it  is  a  function  of  Government  to 
see  that  enough  toothbrushes  and  enough  shaving  brushes  and  shav¬ 
ing  soap  and  all  the  other  things  people  use  are  available. 

Mr.  Patman.  I  didn’t  mention  that  at  all.  I  said  the  basic  things 
like  steel,  copper,  aluminum,  housing,  and  things  like  that,  the  basic 
things  that  we  must  have  in  order  to  have  a  happy  and  contented 
people. 

Secretary  Weeks.  If  we  produce  a  million  tons  of  steel,  capacity 
this  year,  and  in  10  years  we  need,  due  to  the  growth  of  population — 
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this  is  all  peacetime — we  need  150  million  tons,  I  go  on  the  assump¬ 
tion  that  under  our  free  enterprise  system  that  industry  will  expand. 

Mr.  Patman.  The  profit  motive  will  be  the  urge,  is  that  your  under¬ 
standing? 

Secretary  Weeks.  Yes,  sir.  I  think  the  profit  motive  is  what  has 
made  this  country  what  it  is. 

Mr.  Patman.  I  see  a  weakness  in  our  Government  somewhere. 
Somebody  like  the  Department  of  Commerce  ought  to  be  on  the  alert, 
at  least  looking  over  the  entire  Nation  and  seeing  about  the  needs  of 
the  peojile  and  to  make  sure  that  somebody  was  encouraged  to  believe 
that  something  is  lacking  and  should  be  made  up. 

The  Chairman.  j\Ir.  Secretary,  if  it  was  disclosed  that  the  expor¬ 
tation  of  scrap  would  so  reduce  the  supply  or  raise  the  price  of  scrap 
that  it  would  jeopardize  the  production  of  scrap  by  putting  out  of 
the  competitive  held  the  small  steelmakers  of  the  United  States, 
wouldn’t  you  take  action  immediately  to  rectify  that  ? 

Secretary  Weeks.  Yes,  sir;  if  I  understand  your  question.  We  are 
authorized  under  the  Export  Control  Act  to  withhold  export  licenses 
for  hve  reasons :  strategic  purposes,  foreign  policy  purposes,  defense 
purposes,  short  supply  purposes,  and  to  guard  against  the  inflationary 
effect  of  excessive  foreign  demand,  and  we  have  plenty  of  reason  on 
the  statute  books  to  withhold  licenses,  and  if  any  such  situation  as  I 
understand  you  to  describe  came  about,  I  think  we  should  have  to  do 
something. 

The  Chairman.  Wouldn’t  that  affect  our  national  security,  our 
national  economy  ? 

Secretary  Weeks.  Yes,  sir.  That  would  come  under  the  short  sup¬ 
ply  or  inflationary  effect  of  excessive  foreign  demand. 

The  Chairman.  Do  you  think  you  would  have  ample  power  to 
handle  that  situation  if  you  thought  that  contingency  would  occur? 

Secretary  Weeks.  I  think  today  under  the  Export  Control  Act, 
which  I  hope  will  be  renewed,  that  we  have  the  power  to  do  that,  sir. 

The  Chairman.  There  was  some  expression  of  doubt  about  the 
power.  You  feel  that  you  have  the  power  if  that  result  would  accrue? 

Secretary  Weeks.  I  am  sure  the  power  is  there.  We  naturally 
have  to  justify  the  exercise  of  it,  and  we  do  that  in  our  quarterly  re¬ 
ports  to  Congress  on  the  administration  of  the  act. 

The  Chairman.  Wouldn’t  the  very  fact  that  it  would  result  in  a 
decrease  in  the  production  of  steel,  or  would  jeopardize  the  continued 
operation  of  small  steel  plants,  wouldn’t  that  effect  justify  the  exer¬ 
cise  of  the  power  ? 

Secretary  Weeks.  Yes,  sir. 

The  Chairman.  I  may  say  that  you  and  Dr.  Flemming  agree  that 
you  both  want  this  bill,  this  act,  continued  and  extended  without 
amendment  ? 

Secretary  Weeks.  Yes,  sir. 

The  Chairman.  Well,  if  there  are  no  further  questions - 

Mr.  Multer.  Mr.  Chairman,  just  one  matter  vey  briefly,  if  you 
would,  please. 

The  Chairman.  We  have  to  go  before  the  Eules  Committee  in  a 
little  while. 

Mr.  Multer.  I  will  be  very  brief. 
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As  suggested  by  Mr.  Patman’s  questions  a  moment  ago,  does  your 
Department  of  Commerce  duplicate  in  any  way  the  work  that  is  being 
done  by  the  Small  Business  Administration? 

Secretary  Weeks.  No,  no;  we  have  been  into  that  very  carefully 
with  the  Small  Business  Administration.  We  work  very  closelj^  to¬ 
gether.  We  do  a  greater  share  of  our  operation  for  small  business, 
naturally,  but  we  have  made  every  effort  to  avoid  duplication.  In 
fact,  the  Congress  in  the  last  renewal  of  the  SBA  directed  that  any 
duplication  be  eliminated. 

Mr.  Multee.  In  other  words,  the  advice  which  the  Department  of 
Commerce  formerly  gave  to  businessmen  so  far  as  small  business  at 
least  is  concerned,  goes  out  of  the  Small  Business  Administration  ? 

Secretary  Weeks.  The  advice - 

Mr.  Multer.  The  Small  Business  Administration,  by  the  law  which 
set  it  up,  is  authorized  and  directed  to  aid  small  business  in  getting  im¬ 
provement  of  techniques  in  operation,  management  operation,  and  so 
forth.  It  is  my  impression  the  Department  of  Commerce  at  one  time 
rendered  that  kind  of  service  insofar  as  small  business  is  concerned. 
Today  your  Department  no  longer  does  that  ? 

Secretary  Weeks.  We  still  do  it,  certainly,  but  we  have  followed  the 
directive  laid  down  in  the  extension  of  the  act  last  summer  and  had 
many  conferences  looking  toward  elimination  of  any  possible  dupli¬ 
cation,  and  dovetailing  of  our  operations,  because  we  do  great — well, 
I  would  say  the  greatest  share  of  our  effort  is  with  small  business 
than  it  is  with  large  business. 

Mr.  Multer.  How  do  you  avoid  the  duplication  ? 

Secretary  Weeks.  Well - 

Mr.  Multer.  Do  you  continue  to  do  the  job? 

Secretary  Weeks.  Small  Business  has  the  loan  function.  Small 
Business  has  the  defense  procurement  function.  If  we  are  making  a 
jiamphlet  on  a  certain  aspect  of  business,  it  would  be  under  our  setup, 
distributed  by  both  agencies,  the  Commerce  Department  and  the  SBA. 
We  work  together  and  try  to  avoid  this  duplication. 

Mr.  Multer.  The  SBA,  by  specific  direction  of  the  law,  has  the 
function  of  advising  small  business  as  to  engineering  problems,  man¬ 
agement  problems,  accounting  problems,  and  general  business  prob¬ 
lems.  Is  5mur  Department  also  doing  that  ? 

Secretary  Weeks.  Yes. 

Mr.  Multer.  To  that  extent  there  is  still  a  duplication? 

Secretary  Weeks.  We  have  a  specific  directive  from  Congress  to 
eliminate  duplication  and  that  is  what  we  have  tried  to  do. 

Mr.  Multer.  Thank  you. 

Mr.  Patman.  Do  you  have  an  advisory  committee  on  cement,  Mr. 
Weeks? 

Secretary  Weeks.  On  what? 

Mr.  Patman.  On  cement. 

Secretary  Weeks.  In  the  BDSA  ? 

Mr.  Patman.  Yes,  sir. 

Secretary  Weeks.  We  may  have  an  industry  committee. 

Mr.  Patman.  Are  they  listed  in  any  of  these  statements  that  you 
put  in  the  record  last  year  ?  Are  they  listed  by  industries  ? 

Mr.  McCoy.  Of  the  industry  advisory  committees  ? 

Mr.  Patman.  Yes. 


DEFENSE  PRODUCTION  ACT - 1956 


187 


Mr.  McCot.  I  assume  so,  if  you  asked  for  and  got  a  list. 

Mr.  Patman.  Do  you  have  one  on  steel,  cement,  and  different 
things  ? 

Mr.  McCot.  You  are  talking  about  the  WOC  list  or  the  industry 
committee  list? 

Mr.  Patman.  WOC  list. 

Mr.  McCoy.  I  don’t  think  there  is  a  single  person  in  there. 

Mr.  Patman.  I  would  like  to  ask  that  they  be  listed  according  to 
the  industry  they  are  serving  as  advisers. 

The  Chairman.  That  may  be  incorporated  in  the  record. 

(The  information  follows :) 

Industry  officials  employed  without  compensation  in  BD8A  as  of  Mar.  1//,  195G, 

listed  hy  industry 


Division  and  name 


Position  in  BDSA 


Company  afliliation  and  position  at  time  of  duty 


Aluminum  and  Magnesium 
Division: 

Director _  .. 

Merliss,  Frederick  A _ 

Deputy  Director _ 

Consultant _ 

Automotive  Division:  Jones, 

Director _ 

William  J. 

Chemical  and  Rubber  Divi¬ 
sion: 

_ do _ _  .  _ _ 

Schlueter,  Louis  A . 

Adviser  (chemical  and 

Comm  imications  equipmen  t 

rubber  industry). 
Director _ _ 

Division:  Williams,  Rob¬ 
ert  E. 

Containers  and  packaging 

Deputy  Dii  ector . . 

division:  Reed,  Richard 
Chester. 

Cooper  Division:  Seeley, 

Director . . . . 

Clarence  W. 

Electrical  Equipment  Divi¬ 
sion: 

_ do _ _ _ 

Compter,  George H  .... 

Consultant . . 

Food  Industries  Division: 

_ do . . . 

Vuckel,  Carl  M  _ 

_ do  _ 

Forest  Products  Division: 

_ do _ _ 

_ do . . . 

General  Components  Divi- 

Director _  _ 

Sion:  Halderman,  Lawr¬ 
ence  J. 

General  Industrial  Equip- 

_ do _  - . . 

ment  Division:  Stuart, 
Charles  M. 

Iron  and  Steel  Division: 
Burley,  John  V.  _ 

_ do-. . . 

Adviser  (nickel)  _ 

Consultant . 

Gibbs,  Lewis  T  . . 

Chief,  Carbon  and  .411oy 

Krohn,  GUbert  H _ 

Semifinished  Rail, 
Structural,  Bars, 
Wire,  and  Forgings 
Branch. 

Chief,  Stainless,  Hi- 

Temp,  Alloy,  and 
Tool  Steel  Branch. 

Vice  president,  executive  sales,  Reynolds  Metal 
Co.,  Now  York,  N.  Y. 

General  superintent.  United  Smelting  &  Alumi¬ 
num  Co.,  Inc.,  New  H.aven,  Conn. 

Retired,  last  with  Defense  Production  Adminis¬ 
tration  at  OS-15. 

Assistant  general  production  manager,  Chrysler 
Corp.,  Detroit,  Mich. 


Manager,  plastic  materials  sales,  B.  F.  Goodrich 
Chemical  Co.,  Cleveland,  Ohio. 

Member  of  staff,  American  Coke  &  Coal  Chem¬ 
icals,  Wasliington,  D.  C. 

Staff  repre.sentative.  Automatic  Electric  Co. 
Chicago,  lil. 

Supervisor,  packages  and  shipping  division,  the 
Texas  Company  of  Port  Arthur,  Tex.,  New 
York,  N.  Y. 

District  sales  manager,  Philadelphia  territory, 
Scovill  Manufacturing  Co.,  Waterbury,  Conn. 


Standards  engineer,  Stiuare  D  Co.,  Milwaukee, 
Wls. 

Assistant  to  vice  president  and  secretary.  Ford 
Instrument  Co.,  division  of  the  Sperry  Corp., 
Long  Island  City,  N.  Y. 

Assistant  to  vice  president,  Abbotts  Dairies,  Inc., 
Philadelphia,  Pa. 

Retired. 

Director  of  sales,  Harbor  Plywood  Corp.,  Ho- 
puiam.  Wash. 

Sales  representative,  Great  Northern  Paper  Co., 
Chicago,  Ill. 

Branch  manager,  Timken  Roller  Bearing  Co-., 
Los  Angeles,  Calif. 

Assistant  to  executive  vice  president.  Carrier 
Corp.,  Syracuse,  N.  Y. 


Assistant  general  manager  of  sales.  Republic 
Steel  Corp.,  Cleveland,  Ohio. 

Manager,  special  activities,  International  Nickel 
Co.,  Inc.,  New  York,  N.  Y. 

Secretary,  pig  iron  division,  American  Iron  A 
Steel  Institute,  New  York,  N.  Y. 

Assistant  manager,  high  strength  steel  sales. 
United  States  Steel  Corp.,  Pittsburgh,  Pa. 


Sales  representative,  Babcock  &  Wilcox  Co., 
tubular  products  division,  Beaver  Falls,  Pa. 
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Industry  officials  employed  without  compensation  in  BD8A  as  of  Mar.  1/f,  1956, 

listed  by  industry — Continued 


Division  and  name 

Position  in  BDSA 

Company  affiliation  and  position  at  time  of  duty 

Iron  and  Steel  Division — con. 
Martin,  Roger  n _ 

Chief,  Carbon  and  Al- 

Assistant  manager,  tubular  products,  Jones  & 
Laughlin  Steel  Corp.,  Pittsburgh,  Pa. 

Director  of  purchases,  LaSalle  Steel  Co.,  Chicago, 
Ill. 

Production  manager,  the  Timken  Roller  Bearing 
Co.,  Canton,  Ohio. 

Economic  analyst,  Armco  Steel  Corp.,  Middle- 

Moore,  Thomas  I.,  Jr _ 

loy  Flat-Rolled  and 
Tubular  Products 
Branch. 

Consultant _ 

_  do _ _ 

Sandston,  William  L _ 

Chief,  Business  Re- 

Sauers,  Marguerite  M... 

search  and  Analysis 
Branch. 

Consultant _ 

town,  Ohio. 

E.vecutlve  assistant.  General  Refractories  Co., 

Waindle,  Roger  F _ 

Chief,  Castings  Branch,. 

Baltimore,  Md. 

Vice  president.  Consolidated  Foundries  &  Man- 

Metalworking  Equipment 
Division: 

ufacturlng  Co.,  Boston,  Mass. 

Vice  president,  Lapointe  Machine  Tool  Co., 
Hudson,  Mass. 

Retired. 

Lickey,  Edward  F _ _ 

Consultant _ 

Power  Equlijment  Division: 
Denney,'  Courtlandt  F_ 

Director _ 

Executive  assistant  to  vice  president,  Foster 

Dueringer,  Wilbur  F-.__ 

_ _ do _ _ 

Wheeler  Corp.,  New  York,  N.  Y. 

Engineer  in  charge  of  sales  of  steam  turbines, 
.■\llis-Chalmers  Manufacturing  Co.,  Milwau¬ 
kee,  Wis. 

Assistant  sales  manager,  Hewlett-Packard  Co., 

Scientific,  Motion  Picture, 
and  Photographic  Prod¬ 
ucts  Division:  Van  Rens¬ 
selaer,  Cortlandt. 

Shipbuilding,  Railroad, 
Ordnance,  and  Aircraft 
Division:  Pommer,  Clif¬ 
ford  g. 

Water  and  Sewerage  Indus¬ 
try  and  Utilities  Division: 

Bower,*  Harry  F _ 

Deputy  director _ 

Director . . . 

Palo  Alto,  Calif. 

Manager,  rrarketing,  Schenectady  aeronautic 

_ do  _ 

and  ordnance  systems  department.  General 
Electric  Co.,  Schenectady  5,  N.  Y. 

Sales  promotion  manager,  James  B.  Clow  & 
Sons,  Chicago,  Ill. 

Manager,  direct  sales,  pipe  division,  Johns- 
Mansville  Sales  Corp.,  New  York,  N.  Y. 

Frazza,  Louis  F _ 

_ do _ _ 

■  Termlaation  In  process.  Will  be  reappointed  as  consultant. 


The  Chairman.  If  there  are  no  further  questions — — 

Mr.  McDonough.  Mr.  Chairman. 

The  Chairman.  Mr.  McDonough. 

Mr.  McDonough.  Pursuing  the  discussion  between  you  and  Mr. 
Patman  on  the  question  of  stimulating  industries,  Mr.  Patman,  do 
you  believe  that  Government  should  do  anything  about  surpluses, 
where  they  are  in  excess  ? 

Mr.  Patman.  Yes;  I  think  they  should,  like  the  surplus  cotton 
and  wheat. 

The  Chairman.  It  is  getting  too  late  in  the  day  to  get  into  an  argu¬ 
ment  between  members. 

Mr.  McDonough.  There  should  be  a  Government  control  on  sur¬ 
plus  ? 

Mr.  Patman.  We  have  Mr.  Benson’s  controls  now. 

The  Chairman.  Let’s  address  the  questions  to  the  witness. 

If  there  are  no  further  questions,  I  would  like  to  adjourn. 

Mr.  McDonough.  That  is  all. 

The  Chairman.  If  there  are  no  further  questions,  the  committee 
will  adjourn. 

We  are  glad  to  have  your  views,  Mr.  Weeks. 

Secretary  Weeks.  Thank  you,  sir. 
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The  Celvirman.  The  American  Bankers  Association  wanted  its 
statement  in  the  record,  and  Mr.  Celler  wants  certain  statements  in. 
'Without  objection,  they  will  be  inserted. 

(The  statements  referred  to  above  are  as  follows :) 


The  American  Bankers  Association, 

Washington  5,  D.  C.,  March  12, 1956. 

lion.  Brent  Spence, 

Chairman,  Hovse  Committee  on  Banking  and  Currency, 

House  of  Representatives,  Washington  25,  D.  C. 

Dear  Mr.  Spence  :  I  have  lieen  informed  that  your  Committee  on  Banking  and 
Currency  intends  to  hold  hearinss  on  H.  It.  9852,  which  in  effect  would  extend  the 
provisions  of  the  Defense  I’roduction  Act  of  19.50,  as  amended.  On  behalf  of 
the  American  Bankers  Association,  I  would  like  to  submit  this  statement  urging 
the  extension  as  proposed  of  section  301  of  the  act,  which  is  of  unusual  impor¬ 
tance  to  the  banking  system  and  of  great  value  to  the  Government  procurement 
agencies. 

Section  301  of  the  act,  as  amended,  in  effect  provides  that  the  President,  in 
order  to  expedite  production  and  deliveries  or  services  under  Government  con¬ 
tracts,  may  authorize  certain  agencies  of  the  United  States  to  guarantee,  in 
whole  or  in  part,  any  public  or  private  financing  institution  against  loss  of 
principal  or  interest  on  loans  made  in  connection  with  such  contracts. 

Under  this  authorization  there  was  reactivated  in  1950  the  V-loan  program 
which  proved  to  be  so  successful  during  World  War  II.  This  program  makes 
available  through  private  financing  institutions  adequate  funds  needed  by  prime 
contractors  and  subcontractors,  both  large  and  small,  in  order  to  finance  the 
performance  of  Government  procurement  contracts.  From  .July  1950  through 
December  31,  1955,  the  Department  of  Defense,  alone,  authorized  1,395  loans 
in  the  amount  of  .$2,467,600,000,  of  which  $1,998,900,000  was  guaranteed.  As 
of  December  31,  1955,  the  amount  outstanding  on  these  loans  was  $451,900,000, 
of  which  $337,300,000  was  guaranteed.  During  the  period  aforementioned,  the 
Department  of  Defense  has  received  as  guaranty  and  commitment  fees  and  in¬ 
terest  the  sum  of  $22,827,326.90.  Its  expenses  for  that  period  amounted  to 
$2,516,586.92.  This  would  leave  a  net  income  of  $20,310,740.04,  which  appears 
to  be  more  than  adequate  to  offset  any  possible  losses  and  to  cover  expenses. 
The  program,  therefore,  aside  from  the  benefits  derived  from  shifting  the  de¬ 
tails  of  such  financing  to  private  lending  institutions,  would  appear  to  be  suc¬ 
cessful  from  a  financial  standpoint  for  the  Department  of  Defense. 

The  V-loan  program  is  important  to  the  national  security  procurement  pro¬ 
gram,  and  it  is  our  belief  that  its  continuance  is  necessary.  We  urge,  therefore, 
the  favorable  consideration  of  the  proposed  extension  of  section  301  of  the  De¬ 
fense  Production  Act  of  1950,  as  amended. 

Sincerely  yours. 


J.  Olney  Brott. 


House  of  Representatives, 

Committee  on  the  Judiciary, 
Washington,  D.  C.,  March  16, 1956. 

Hon.  Brent  Spence, 

Chairman,  Committee  on  Banking  and  Currency, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Brent;  Your  committee  is  presently  holding  hearings  on  H.  R.  9852 
which  would  extend  the  provisions  of  the  Defense  Production  Act  of  1950  for 
another  2  years.  I  would  like  to  offer  for  the  consideration  of  your  committee 
two  amendments  to  the  Defense  Production  Act  which  would,  I  believe,  remedy 
certain  deficiencies  in  this  legislation. 

As  you  know,  the  Antitrust  Subcommittee  of  the  House  Committee  on  the 
Judiciary  has  been  engaged  in  an  extensive  investigation  of  WOC’s  and  advisory 
groups  utilized  by  the  Government.  In  this  investigation  our  subcommittee  has 
compiled  evidence  demonstrating  significant  abuses  in  the  WOC  program  au¬ 
thorized  by  the  Defense  Production  Act. 

Our  investigation  indicates  that  WOC’s  appointed  pursuant  to  the  Defense 
Production  Act,  particularly  in  the  Department  of  Commerce,  have  been  ap¬ 
pointed  to  and  are  occupying  policymaking  positions.  This  has  been  continued 
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despite  the  fact  that  in  the  1955  amendments  to  the  Defense  Production  Act 
Congress  intended  that  WOC’s  should  not  be  in  a  position  to  make  policy  decisions. 
One  of  the  changes  in  the  Defense  Production  Act  which  I  submit  for  your 
consideration  would  amend  section  710  (b)  (3)  to  prohibit  such  appointments. 

The  other  amendment  I  want  to  call  to  your  attention  for  the  consideration 
of  your  committee  involves,  in  my  view,  an  unnecessary  exemption  from  the 
conllict  of  interest  statutes  granted  in  the  Defense  Production  Act.  1  do  not 
believe  there  is  a  real  necessity  for  providing  WOC’s  with  any  exemption  from 
the  conflict  of  interest  statutes.  Inasmuch  as  the  conflict  of  interest  statutes 
are  lacking  in  clarity,  however,  I  recognize  it  may  be  appropriate  to  grant  a 
limited  exemption  in  order  to  provide  for  the  continuation  of  normal  salaries 
as  an  assurance  to  businessmen  who  have  been  requested  to  assist  the 
Government. 

By  failing  to  i-estrict  adequately  the  exemption  from  the  conflict  of  interest 
statutes  as  to  activities  which  otherwise  would  l)e  unlawful,  the  1955  amend¬ 
ments  to  the  Defense  Production  Act,  and  prior  thereto  the  provisions  of  Execu¬ 
tive  Order  10182,  as  amended,  have  given  WOC’s  the  unusual  freedom  to  work  for 
their  companies  on  their  companies’  Government  business.  Our  investigation 
has  demonstrated  that  this  has  provided  an  open  door  for  abuse.  The  amend¬ 
ment  I  offer  for  your  consideration  would  clo.se  this  loophole. 

Submitted  herewith  is  a  statement  containing  the  specific  amendments  to  the 
Defense  Production  Act  which  I  offer,  together  with  reasons  I  believe  such 
amendments  are  necessary.  I  would  appreciate  your  incorporating  this  state¬ 
ment  in  your  record  on  H.  E.  98.52. 

Sincerely  yours. 


Emanuel  Celler,  Chairman. 


STATEMENT  OF  HON.  EMANUEL  CELLER,  CHAIRMAN  OF  THE  COM¬ 
MITTEE  ON  THE  JUDICIARY,  HOUSE  OF  REPRESENTATIVES 

Mr.  Chairman  and  membens  of  the  subcommittee,  I  appreciate  your 
courtesy  and  cooperation  in  permitting  me  to  discuss  H.  R.  9852, 
which  would  extend  for  another  2  years  the  provisions  of  the  Defense 
Production  Act.  My  remarks  are  directed  to  the  standards  estab¬ 
lished  in  section  710  of  the  act,  relating  to  personnel  employed  by 
the  Government  without  compensation,  popularly  called  WOC’s.. 

The  Antitrust  Subcommittee  of  the  House  Judiciary  Committee, 
prior  to  the  1955  amendments  to  the  Defense  Production  Act,  under 
my  chairmanship,  had  instituted  an  investigation  of  WOC’s  and 
advisory  groups  utilized  by  the  Government.  The  subcommittee  has 
conductecl  e.xtensive  hearings  into  these  matters  and  has  compiled 
evidence  demonstrating  significant  abuses  in  the  WOC  program  by 
administrative  officials  and  numerous  examples  of  untoward  conduct 
on  the  part  of  individual  WOC’s. 

I  would  like  to  suggest  for  consideration  of  this  committee  amend¬ 
ments  to  the  Defense  Production  Act  which  would  go  far  to  prevent 
some  of  the  abuses  which  have  been  brought  to  our  attention. 

First,  I  want  to  make  it  clear  that  I  recognize  that  Government 
agencies  should  be  permitted  to  obtain  the  services  of  the  best  talents 
available  to  cope  with  the  problems  of  the  executive  branch.  This 
includes  the  services  of  WOC’s  at  times  other  than  during  periods 
of  full  mobilization. 

I  do  not  believe,  however,  that  WOC’s  should  be  appointed  to  policy¬ 
making  positions  in  the  Government  in  a  partial  mobilization  program 
of  indefinite  duration  of  the  type  this  country  is  now  undertaking. 
In  an  active  emergency,  necessity  for  prompt,  effective  action  may 
override  all  other  considerations  and  require  appointment  of  WOC’s 
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to  sucli  positions.  Such  justification,  however,  is  not  present  in  the 
current  defense  program. 

In  the  1955  amendments  to  the  Defense  Production  Act,  Congress 
continued  the  authority  granted  to  the  President  to  appoint  WOC’s 
to  operating  and  policymaking  positions.  This  authority  is  contained 
in  section  710  (b)  (2)  (ii)  as  follows: 

Appointments  to  irositions  other  than  advisory  or  consultative  may  be  made 
under  this  authority  only  when  the  requirements  of  the  position  are  such  that 
the  incumbent  must  personally  possess  outstanding  experience  and  ability  not 
obtainable  on  a  full-time,  salaried  basis. 

xVlthough  a  woe  may  be  appointed  under  this  authority  to  a  pol¬ 
icymaking  position,  when  a  policy  matter  is  involved  the  WOC  cannot 
perform  the  responsibilities  of  his  office  because  section  710  (b)  (3) 
requires : 

Appointees  under  this  subsection  (b)  shall,  when  policy  matters  are  involved, 
be  limited  to  advising  appropriate  full-time  salaried  Government  officials  who 
are  responsible  for  making  policy  decisions. 

It  is  clear  that  in  the  1955  amendments  Congress  intended  WOC’s 
should  not  be  in  a  position  to  make  policy  decisions.  The  provisions 
of  the  statute  quoted  above,  however,  are  contradictory.  Inasmuch 
as  the  President,  in  Executive  Order  10647,  did  not  resolve  this  am¬ 
biguity,  I  believe  it  is  incumbent  upon  Congress  to  clarify  this  matter. 

During  the  Antitrust  Subcommittee’s  investigation,  Philip  Young, 
Chairman  of  the  Civil  Service  Commission,  assured  our  committee 
that  any  ambiguity  in  these  provisions  would  be  resolved  by  an  Execu¬ 
tive  order  which  would  limit  a  AYOC’s  appointment  to  “a  full-time 
operating  job,  without  policy  functions.”  Unfortunately,  adminis¬ 
tration  officials  could  not  agree  on  a  method  to  cope  with  this  matter 
when  they  promulgated  Executive  Order  10647.  Assistant  Attorney 
General  Stanley  Barnes  testified  that  officials  in  the  executive  branch 
had  worked  hard  to  resolve  the  contradiction  in  the  statute  but  had 
been  unable  to  do  so.  He  said : 

We  have  spent  hours  on  this.  We  went  to  the  Civil  Service  Commission  and 
asked  them  to  tell  us  what  is  a  policy  decision — what  officials  make  policy 
decisions.  They  said  that  anybody  under  Schedule  C  is  in  a  policy-determination 
position  and  that  only  those  in  Schedule  C  are  in  a  policy-determining  position. 

That  doesn’t  make  sense  to  me.  I  don’t  think  that  you  can  draw  and  com¬ 
partmentalize  a  problem  like  that.  And  that  is  why  we  haven’t  tried  to  precisely 
resolve  this  very  difficult  problem. 

Our  investigation  demonstrates  that  WOC’s  appointed  pursuant  to 
the  Defense  Production  Act,  particularly  in  the  Department  of  Com¬ 
merce,  have  been  appointed  to  and  are  occupying  policymaking  posi¬ 
tions.  In  the  Business  and  Defense  Services  Administration  WOC’s 
have  been  appointed  as  assistant  administrators  and  as  directors  of 
BDSA’s  industry  divisions.  No  method  has  been  devised,  nor  is  ap¬ 
parent,  by  which  policy  matters  arising  in  the  exercise  of  the  respon¬ 
sibilities  required  by  these  positions  can  be  segregated  from  the  non¬ 
policy  responsibilities  of  such  positions.  Nevertheless,  section  710  (b) 
in  its  present  form  requires  such  segregation. 

In  my  view  the  only  way  to  resolve  this  problem  is  to  amend  section 
710  (b)  in  a  manner  either  to  restrict  WOC  appointments  to  advisory 
functions  only,  or  to  operating  positions  without  policy  functions. 
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This  can  be  achieved,  I  believe,  by  striking  out  section  710  (b)  (3)  and 
inserting  in  lieu  thereof  the  following: 

Appointments  under  this  subsection  (b)  shall  not  be  made  to  the  position  of 
director  or  assistant  director,  head  or  assistant  head,  of  a  bureau  division, 
section,  or  other  comparable  policymaking  or  administrative  positions ;  any 
person  appointed  under  this  subsection  shall  not  perform  the  functions  of  such 
a  director,  assistant  director,  head  or  assistant  head. 

This  amendment  assures  that  WOC’s  are  not  appointed  to  policy¬ 
making  positions.  To  the  greatest  extent  possible,  it  would  also  assure 
that  WOC’s  are  confined  to  advisory  and  consultative  roles  while  work¬ 
ing  for  the  Government.  This  amendment,  moreover,  would  eliminate 
a  situation  which  has  placed  WOC’s  in  situations  involving  conflicts 
of  interest,  abuse  of  Government  position,  and  favoritism. 

Wlien  a  WOC  is  appointed  to  head  a  division  of  the  Government, 
exercising  control  over,  or  dealing  with,  the  industry  from  which  he 
comes,  his  private  interests  necessarily  conflict  with  the  Government 
responsibilities  he  has  been  assigned.  In  fact,  in  the  Department  of 
Commerce,  company  interest  in  the  activities  of  an  industry  division 
is  one  of  the  reasons  officials  of  the  Business  and  Defense  Services 
Administration  recommend  that  business  furnish  WOC’s  to  the  Gov¬ 
ernment.  For  example,  Mr.  Honeywell,  Administrator  of  BDSA, 
customarily  advises  advisory  groups  sponsored  by  BDSA  that  “WOC’s 
do  much  to  see  that  industry’s  point  of  view  is  properly  understood 
and  advanced”  and  that  “by  furnishing  capable  men  to  serve  as  WOC’s 
*  *  *  industry  is  assured  of  having  an  adequate  voice  in  drafting  con¬ 
trol  measures  that  may  have  to  be  invoked  in  case  of  emergency.” 

The  normal  defense  activities  of  the  WOC  director  of  a  BDSA  in¬ 
dustry  division  involve  supervision  of  his  division’s  activities  in  au¬ 
thorized  control  material  orders,  priorities,  and  directives.  His  defense 
duties  in  addition  involve  the  preparation  of  standby  orders  for  mobil¬ 
ization,  supervision  over  the  division  preparing  recommendations  on 
tax  amortization  and  loan  applications,  and  determination  of  expan¬ 
sion  goals  necessary  to  meet  mobilization  requirements.  His  Govern¬ 
ment  responsibilities  also  include  the  development  of  specific  measures 
to  be  used  in  postattack  programs,  including  plans  for  dispersion, 
transfer  of  production  to  undamaged  facilities,  and  the  development 
of  duplicate  sources  of  supply.  All  of  these  responsibilities  require 
the  WOC  division  director  to  take  action  directly  affecting  his  com¬ 
pany  and  its  competitors. 

\Wien  this  country  was  engaged  in  the  all-out  effort  in  World 
War  II,  the  War  Production  Board  categorically  resolved  the  ques¬ 
tion  of  the  propriety  of  having  as  head  of  an  industry  division  a 
WOC  coming  from  the  affected  industry.  The  War  Production 
Board,  at  the  direction  of  its  General  Counsel,  John  Lord  O’Brian, 
instituted  the  “branch  and  section  chief  policy”  which  prohibited  the 
WOC,  except  in  special  circumstances,  from  occupying  a  position  in 
which  he  would  have  to  make  decisions  directly  affecting  his  own 
company  or  its  competitoi’s. 

The  gravity  of  the  problem  presented  when  a  WOC  heads  an  indus¬ 
try  division  oi  the  Government  which  deals  with  his  industry  was 
reflected  during  our  hearings  by  Assistant  Attorney  General  Stanley 
Barnes.  Mr.  Barnes  said :  “Any  time  a  man  from  a  particular  indus¬ 
try  is  the  head  of  an  organization  that  makes  decisions  which  affect 
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that  industry,  where  he  is  making  decisions  that  might  affect  that 
business,  I  think  that  presents  grave  problems  as  to  whether  or  not 
it  is  in  the  public  interest.” 

Our  investigation  into  the  administration  of  the  tax  amortization 
pro^’am  affords  cogent  arguments  in  the  support  of  the  “branch 
section  chief  policy”  utilized  in  AVorld  War  II.  The  system  whereby 
WOC’s  have  headed  industrial  divisions  which  made  recommenda¬ 
tions  for  millions  of  dollars  in  tax  amortization  benefits,  involving 
their  own  companies  and  their  companies’  competitors,  deseiwes  harsh 
criticism. 

At  all  times  conflicts  of  interest  between  the  private  occupation  of 
the  woe  and  his  Government  responsibilities  were  present  in  the 
consideration  of  certificates  of  necessity  for  new  facilities  in  the  indus¬ 
try  which  paid  the  AVOC.  This  conflict  of  interest  arose  in  several 
ways:  (1)  In  formulating  long-range  administration  goals  on  an 
industrywide  basis,  the  AA^OC’s  recommendations  appeared  to  have 
been  influenced  by  fears  of  competitive  repercussions  of  oVerexpan- 
sion ;  (2)  AA^OC’s  with  respect  to  applications  of  competitors  have  been 
in  a  position  to  advise  adversely  against  projects  which,  from  a  com¬ 
petitor’s  standpoint,  seem  inadvisable  but  from  the  impartial  view¬ 
point  of  the  public  interest  would  seem  to  be  highly  desirable ;  and  (3) 
Woe’s  as  heads  of  industry  divisions  were  in  a  direct  position  to 
influence,  and  did  influence,  the  tax-amortization  certificates  of  their 
own  companies.  In  addition,  even  though  a  AA^OC  is  disqualified  from 
passing  directly  on  applications  from  his  own  company,  when  this  task 
is  left  to  his  subordinates,  the  subordinates’  decisions  undoubtedly  are 
influenced  to  some  extent  by  virtue  of  the  fact  that  the  applications 
involved  have  been  submitted  by  the  company  of  their  immediate 
superior. 

Our  investigation  has  demonstrated  that  direction  of  the  expansion 
programs  by  AA^OC’s,  undertaken  hi  connection  with  the  Defense 
Production  Act,  have  resulted  in  mismanagement,  discrimination,  and 
serious  errors  in  judgment.  In  certain  industries,  for  example,  in 
complete  disregard  for  the  regulations  applicable  to  the  granting  of 
certificates  of  necessity  and  of  the  goals  established,  extensive  over- 
certification  occurred  in  favor  of  large  companies  who  supplied  AVOC’s 
to  the  Government.  In  other  industries,  concern  for  postemergency 
overexpansion  and  competition  caused  expansion  goals  to  be  lim¬ 
ited  and  new  production  discouraged. 

AAHiatever  may  be  the  justification  for  using  AVOC’s  to  head  indus¬ 
try  divisions  during  full  mobilization,  such  justification  is  not  present 
in  the  current  limited  defense  program.  There  is  much  greater  danger 
in  a  limited  mobilization  program  that  the  pressures  of  private  inter¬ 
ests  may  outweigh  public  responsibilities.  Moreover,  our  investiga¬ 
tion  has  demonstrated  that  AVOC’s  as  heads  of  these  industry  divisions 
have  been  carrying  out  peacetime  functions  of  their  agencies  and 
have  undertaken  activities  not  authorized  by  the  Defense  Production 
Act. 


CONFLICT  OF  INTEREST  STATUTES 

The  Defense  Production  Act  granted  exemptions  from  the  conflict 
of  interest  statutes  to  AVOC’s  brought  in  to  assist  the  Government. 
In  neither  AA^orld  AVar  I  nor  II,  when  AVOC’s  also  were  used  exten- 


194 


DEFENSE  PRODUCTION  ACT — 1956 


sively  in  the  Government,  was  any  exemption  given  from  the  conflict 
of  interest  statutes. 

I  do  not  believe  there  is  a  real  necessity  for  providing  WOC’s  with 
any  exemption  from  the  conflict  of  interest  statutes.  These  statutes, 
however,  are  lacking  in  clarity,  and,  therefore,  I  recognize  it  may  be 
appropriate  to  grant  a  limited  exemption  in  order  to  provide  for  the 
continuation  of  normal  salaries  as  an  assurance  to  businessmen  who 
have  been  requested  to  assist  the  Government. 

As  far  as  the  otiicial  duties  a  WOC  performs  for  the  Government 
are  concerned,  exceptions  to  the  exemptions  from  the  conflict  of  inter¬ 
est  statutes  have  for  the  most  part  negated  this  exemption.  By  failing 
to  restrict  the  exemption  from  the  conflict  of  interest  statutes  as  to 
activities  which  otherwise  would  be  unlawful  under  title  18,  United 
States  Code,  section  281,  however,  the  1955  amendments  to  the  Defense 
Production  Act,  and  prior  thereto  the  provisions  of  Executive  Order 
10182,  as  amended,  have  given  WOC’s  the  unusual  and  unnecessary 
freedom  to  work  for  their  companies  on  their  companies’  Government 
business.  This  has  provided  an  open  door  for  abuse. 

Essentially,  section  281  of  title  18,  United  States  Code,  forbids  any 
Government  official  from  receiving  directly  or  indirectly  any  compen¬ 
sation  for  any  services  in  relation  to  any  matter  in  which  the  United 
States  is  interested.  This  is  a  standard  imposed  by  the  conflict  of 
interest  statutes  on  regular  full-time  employees  of  the  Government.  I 
see  no  necessity  for  treating  WOC’s  who  occupy  full-time  positions 
in  the  Government  in  a  different  manner. 

Our  investigation  has  disclosed  that  in  BDSA,  WOC’s  not  only  have 
been  placed  in  positions  of  conflict  and  directed  to  advance  industry’s 
viewpoint,  but  arrangements  have  been  made  to  permit  the  WOC’s 
to  continue  their  regular  duties  for  their  private  employers.  In  some 
instances  WOC’s,  while  working  for  the  Government,  have  discharged 
in  full  their  normal  private  responsibilities  and  have  devoted  to  their 
Government  duties  only  the  time  otherwise  available. 

We  have  found  that  in  both  NPA  and  BDSA,  WOC’s  have  not 
devoted  full  time  to  their  Government  jobs  although  they  have  been 
annointed  to  full-time  Government  positions.  On  the  contrary, 
WOC’s  have  worked  extensively  for  their  private  employers  on  mat¬ 
ters  involving  the  employers’  business  with  various  branches  of  the 
Government. 

Duties  WOC’s  continue  for  their  companies  during  their  Govern¬ 
ment  service  have  included  company  affairs  in  their  own  and  other 
Government  agencies.  In  one  instance  while  serving  as  a  Govern¬ 
ment  official,  the  WOC  assisted  his  company  in  promoting  its  prod¬ 
ucts  in  Government  purchasing  agencies.  This  WOC  also  worked 
with  other  Government  agencies  and  their  advisoi’y  gi'ou]is  in  the 
development  of  Government  specifications  for  products  sold  by  his 
company,  and  transmitted  to  his  company  for  comment  unpublished 
specifications  which  were  being  developed. 

In  another  instance  the  company  required  the  WOC  it  was  supply¬ 
ing  to  the  Government  to  arrange  visits  of  Government  officials  to 
company  plants;  to  advise  Government  agencies  of  the  company’s 
position  with  respect  to  sales  to  the  Government;  to  obtain  informa¬ 
tion  from  various  Government  agencies  as  to  the  status  of  company 
contracts  with  the  Government ;  to  represent  his  company  in  problems 
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arising  under  existing  Government  contracts ;  and  to  obtain  from  other 
Government  agencies  specifications  and  documents  relating  to  con¬ 
tracts  and  invitations  to  bid  in  which  his  company  was  interested. 
While  this  type  of  company  service  normally  does  not  involve  a  direct 
conflict  with  the  WOC’s  official  Government  duties,  these  situations 
afford  an  opportunity  for  “inside  contacts”  and  favoritism  as  well  as 
encouraging  situations  which  involve  potential  conflicts. 

Under  the  present  law,  WOC’s  appointed  pursuant  to  the  authority 
of  the  Defense  Production  Act  while  working  for  the  Government  may 
perform  all  services  for  their  employers  which  are  made  unlawful  by 
title  18,  United  States  Code,  section  281  except  those  services  pro¬ 
hibited  by  section  710  (b)  (4)  of  the  act.  In  subsection  (i),  section 
710  (b)  (4)  forbids  a  WOC  to  negotiate  or  execute  Government  con¬ 
tracts  with  his  employer.  Subsection  (ii)  prohibits  a  WOC  from  tak¬ 
ing  any  action  with  respect  to  his  employer’s  individual  applications 
to  the  Government  for  relief  or  assistance;  and  subsection  (iii)  for¬ 
bids  a  WOC  from  participating  in  the  prosecution  of  any  claims 
against  the  Government  involving  any  matter  in  which  he  had  any 
responsibility  as  a  WOC. 

Thus,  a  WOC  throughout  the  Government  can  work  on  his  em¬ 
ployer’s  Government  contracts  as  long  as  he  does  not  negotiate  or 
execute  such  contracts  and  while  so  doing  has  immunity  from  the 
prohibitions  of  section  281.  Moreover,  a  WOC  is  permitted  to  serve 
his  employer  in  any  Government  agency  on  any  matter  which  is  not 
his  employer’s  individual  application  for  relief  or  assistance.  Finally, 
the  WOC  may  participate  in  claims  his  employer  has  against  the 
Government  if  he  has  not  had  any  official  responsibility  as  a  WOC 
in  the  subject  matter  of  the  claim. 

Exemption  from  the  conflict  of  interest  statutes  in  this  situation 
opens  the  door  for  inside  influence  and  favoritism.  Moreover,  such 
exemptions  are  not  needed  to  permit  a  WOC  to  undertake  his  duties 
under  the  Defense  Production  Act.  Throughout  the  mobilization 
I)rogram  under  the  Defense  Production  Act,  WOC’s,  in  fact,  have  not 
had  an  exemption  from  the  conflict  of  interest  statutes  for  their  official 
duties  and  responsibilities  as  officers  of  the  Government.  It  appears 
that  WOC’s  have  received  exemption  only  in  relation  to  services  per¬ 
formed  for  their  private  employers  apart  from  their  official  duties  as 
Government  officials. 

It  is  my  view  that  exemptions  from  the  conflict  of  interest  statutes 
should  be  extremely  limited.  The  special  freedom  WOC’s  now  have, 
to  range  throughout  the  Government  on  their  companies’  business 
with  the  Government,  would  be  sharply  curtailed  by  removal  of  ex¬ 
emptions  from  the  conflict  of  interest  statutes.  WOC’s  then  would  be 
subject  to  the  same  standards  of  behavior  and  conduct,  while  occupying 
full-time  positions  with  the  Government,  as  any  other  person  who  has 
professional  allegiance  to  the  Government  as  his  employer. 

The  current  procedure  whereby  exemption  from  the  conflict  of  in¬ 
terest  statutes  is  given  generally  and  then  is  restricted  by  specific  ex¬ 
ceptions  is  fallible.  I  believe  a  better  procedure  would  be  to  grant 
exemptions  directly  for  those  limited  activities  necessary  to  secure 
the  performance  of  official  Government  duties.  If  your  subcommittee 
concludes  that  some  exemption  from  the  conflict  of  interest  statutes 
is  needed  as  an  assurance  to  businessmen  on  order  to  obtain  their  serv- 
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ices  for  the  Government,  I  recommend  that  such  exemption  be  granted 
in  the  following  manner : 

Strike  all  of  section  710  (b)  (4)  from  the  act  and  insert  in  lieu 
thereof  the  following : 


(4)  Receipt  of  normal  salary  by  any  appointee  under  this  subsection  (b),  in 
connection  with  such  appointee’s  Government  service  hereunder,  from  the  private 
employer  of  the  appointee  at  the  time  of  his  appointment,  shall  not  be  a  violation 
of  the  provisions  of  any  law. 

The  Clerk.  Mr.  Chairman,  also  the  United  States  Chamber  of 
Commerce. 

The  Chairman.  The  United  States  Chamber  of  Commerce  also 
wants  to  insert  a  statement.  Without  objection,  they  may  be 
inserted. 

(The  statements  follows:) 


Chamber  of  Commerce  of  the  United  States, 

Washington  6,  D.  G.,  March  13,  1956. 


Hon.  Brent  Spence, 

Chairman,  House  Banking  and  Currency  Committee, 
House  Office  Building  Washington  25,  D.  C. 


Dear  Mr.  Spence  ;  The  Chamber  of  Commerce  of  the  United  States  recommends 
extension  of  the  Defense  Production  Act,  to  June  30,  1958,  as  proposed  in  H.  R. 
9852  on  which  your  committee  is  holding  hearings. 

Extension  of  this  law  is  essential  to  national  security  because  it  provides  the 
statutory  basis  for  many  current  defense  programs  and  most  of  the  industrial 
mobilization  planning  activities  under  the  supervision  of  the  Office  of  Defense 
Mobilization. 

These  programs  and  activities  include : 

1.  The  use  of  various  incentives,  such  as  rapid  tax  amoi'tization  and  purchase 
commitments,  to  expand  productive  capacity  and  supply  needed  for  the  mobiliza¬ 
tion  base. 

2.  Priorities  and  allocations,  with  respect  to  materials  in  short  supply  that  are 
essential  to  the  national  defense  and  atomic  energy  programs. 

3.  Antitrust  exemptions  granted  certain  voluntary  producer  agreements 
involving  military  items  only. 

4.  Development  of  an  executive  reserve  of  industrialists  who  agree  in  advance 
to  accept  key  Government  positions  in  the  event  of  an  emergency. 

These  and  many  other  programs  too  numerous  to  mention  illustrate  why 
extension  of  the  Defense  Production  Act  is  so  important. 

We  would  appreciate  your  making  this  letter  a  part  of  the  hearings  on  H.  R. 
9852. 


Cordially  yours. 


Clarence  R.  Miles. 


('Wliereupon,  at  12 :  25  p.  m.,  the  committee  adjourned  to  the  call  of 
the  Chair.) 
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INDEX  AND  SUMMARY  OF  H.  R,  98^2 


Mar.  8, 

Mar.  9, 

Mar.  20, 
Mar.  29, 

May  31, 
June  ii, 

June  lU, 

June  22, 
June  2$, 

June  26, 

June  27, 
June  28, 
June  29, 

Hearings 


19^6  Rep.  Spence  introduced  H.  R,  98^2  ^diich  was  re¬ 
ferred  to  House  Banking  and  Currency  Committee. 

Print  of  bill  as  introduced. 

19^6  Sen.  Fulbright  introduced  S.  3h07  iriiich  was  re¬ 
ferred  to  the  Senate  Banking  and  Currency  Committee. 
Print  of  bill  as  introduced. 

19^6  Committee  ordered  H.  R.  98^2  reported. 

19^6  House  committee  reported  with  amendment  H.  R.  98^2. 
House  Report  No.  1983.  Print  of  bill  and  report. 

1956  House  passed  H.  R.  9852  with  amendments. 

1956  Senate  committee  ordered  S.  3U07  reported  with  amend¬ 
ments. 

H.  R.  9852  was  referred  to  Senate  Banking  and  Currency 
Committee.  Print  of  bill  as  referred. 

1956  Senate  committee  reported  H.  R.  9852  with  amendments. 
Senate  Report  No.  2237.  Print  of  bill  and  report. 

1956  Senate  passed  H.  R.  9852  with  amendments. 

1956  House  and  Senate  conferees  were  appointed  on  H.  R. 
9852. 

1956  House  received  the  conference  report  on  H.  R.  9852. 
House  Report  No.  2U86.  Print  of  conference  report. 

1956  Senate  agreed  to  the  conference  report. 

1956  House  agreed  to  the  conference  report  on  H.  R.  9852. 

1956  Approved:  Public  Law  632,  8lith  Cong. 


House  Banking  and  CurrenBy  Committee  on  H.  R.  9852. 
March  13  and  lU,  1956. 

Senate  Banking  and  Currency  Committee  on  S .  3h07 . 
April  23  and  25,  1956. 
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DIGEST  OF  PUBLIC  LAW  632 


AMENDMENTS  TO  DEFENSE  PRODUCTION  ACT.  Continues  this  Act 
from  June  30,  19^6,  to  June  30,  1958.  Pro-Tides  that  Govern¬ 
ment  agencies,  in  connection  vdth  construction  and  procurement, 
shall  apply  the  principle  of  geographicsil  dispersal  of  such 
facilities  in  the  interest  of  national  defense,  when  practicable 
and  consistent  with  existing  law  and  the  desirabili-ty  of  main¬ 
taining  a  sound  econony. 
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84th  CONGRESS 
2d  ^iisiojs’ 


H.  R.  9852 


IN  THE  HOUSE  OF  'RCTRESENTAnVES 


8, 

Mr:  SrsKi-R  introd*i«*l  t>w  follow? jijr  bUl;^which  wiw  rt^ftMrTod  to  liw  C<wn 
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A  BILL 
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.To  extend  the  Bcfense  Production  Act  of  iw 
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j  Be  it  enacted  hj/  the  Senate  arid  Ucniee  of  I2epy«Mc^0k- 

,  y  ,  ,  .  j  ■■» 

2  licfis  of  the  United  States  of  ^lin^jca  in  Congress  assemUm^. 

3  TliAt  the  first  sentence  of  mbsertinp  of  section  717  (4^ 
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A  the  Pefense  Production  Act  of  195©,  *s  rniesisdcd*  h  betdiy . 
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84th  congress 
2d  Session 


H.  R.  9852 


IN  THE  HOUSE  OF  REPRESENTATIVES 

March  8, 1956 

Mr.  Spence  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 


A  BILL 

To  extend  the  Defense  Production  Act  of  1950,  as  amended, 

and  for  other  purposes. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  the  first  sentence  of  subsection  (a)  of  section  717  of 

4  the  Defense  Production  Act  of  1950,  as  amended,  is  hereby 

5  amended  by  striking  out  ‘‘June  30,  1956”  and  inserting 
Q  in  lieu  thereof  “June  30,  1958”. 

Sec.  2.  Subsection  (b)  of  section  303  of  the  Defense 
g  Production  Act  of  1950,  as  amended,  is  hereby  amended 
9  by  striking  out  “June  30,  1963”  and  inserting  in  Ueu  thereof 

10  ‘'June  30,  1965”. 
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S.  3407 


•!< 


IN  THK  hiENATK  OF  TIIK  I'N’fTKl*  STATKt- 


*  V  •■  *■ 


Mask-vi  l»  ( Iri^xIitHvfi  «lay,  .MaitM 

Kiuunoirr  (Uy  reiime^)  introduced  the  followiuij  bUJ;  wbWt  vr»*<i|riM^d  S  j 
twice  mnl  rt-fprred  to  the  ConiUHittHi  om  Bwnk  •ou  and  XJiirrencV 

■  E  '.il' 


j ■  - 
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A  bill: 


■  V  ■ 
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extol.d  the  DefeuM  Pn*(iut*tio]i  An  o(  1950.  oc«  niunvtfd, 


•  ¥» 

•  4 


is 


'j-  ■ 


ant!  f<»r  <>tlicr  piirp^iM-n. 


-  •  ’4 


k*  Be  it  cnacli'd  hi/  the  S^enaie  and  U<nts»  of  « 

■fitJOi  of  tJiv  Unthd  Statefi  of  Anorimi  ht  Con^rGitJ*  aj^trfnhUd!  ^ 


Tltat  the  fii^l  Senteiico  of  PuhstTtwn  (n)  of  si*cHoo  71*  of 

(ho  iV*Tt‘JbM‘  Prewloffiou  Aot  of  1050.  as  aiunMleti,  »s  hiwbv'^fc 

,  ■_  •*  * 


84x11  CONGRESS 
2d  Session 


S.  3407 


IN  THE  SENATE  OF  THE  UNITED  STATES 

March  9  (legislative  clay,  March  6),  1956 

Mr.  F  ULBRiGHT  (by  request)  introduced  the  following  bill;  which  was  read 
twice  and  referred  to  the  Coininittee  on  Banking  and  Currency 


A  BILL 

To  extend  the  Defense  Produetion  Act  of  1950,  as  amended, 

and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Conyress  assembled, 

3  Tliat  the  first  sentence  of  snl)section  (a)  of  section  717  of 

4  the  Defense  Production  Act  of  1950,  as  amended,  is  heref)}" 

5  amended  l)y  striking  out  ‘Mime  30,  1956”  and  inserting  in 

6  lieu  thereof  ‘Mime  30,  1958”. 

7  Sec.  2.  Subsection  (b)  of  section  303  of  the  Defense 

8  Produetion  Aet  of  1950,  as  amended,  is  hereby  amended  fiy 

9  striking  out  “June  30,  1963”  and  inserting  in  lieu  thereof 

10  “June  30,  1965”. 
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O  CONGRESSIONAL 
W  PROCEEDINGS 


OFFICE^OF  BUDGET  AND  FINANCE 
(For  De^rtment  Staff  Only) 


OF  INTEREST  TO  THE  DEPARTMENT  OF  ASRICULTUI^ 

Issued  March  21_, 


For  actions  of 


CONTENTS 


March  20, 
BIith~2nd,  kv,  h9 


Accounting .  ^ .23 

Acreage  all o trahnts .♦ .10,11 
Alaska. . ...... .  \. . .  ,13 

Appropriations. . .  ^^3 ^  7^1^ 

Brucellosis . \.  .2,7 

Budgeting. . . \.23 

Ccmmcdities . . . 

Compacts . . 

Conservation. , , . .  .lii,!^, 

JoeperatiA'es . ,8,12 

Cotton, . . 11 

Credit . 30 

Defense  production. ..... .5 

Ecrncmic  report ........ .37 

Electrification. . . ,  ♦.12,3'c 


Farm  credit . . .30 

Farm"  prices . . .1? 

Fisheries . .l6 

Food. . . 6 

Foreign  affairs 

. 3,19,21,31,38,39 

Foreign  aid, ,3  A1^31 

Foreign  trade . .19,38 

P’orestry . 9pl6A7?3U 


Potat'^eo . .yi* ...... .28 

Price  suppor"^, . l8 

Reclamation/, . . 2^ 

Recreatic^ . l8 

Retirement  .17 ,26 


Roads  A . .  «27^29 


5chp/l  milk . 2,  7 

conservation. ..... .li; 

,atehced, . .13 


ioline . . . . .  Surplus  conrmodities ....  ,22 

Information . .y9  Taxation . 8 

Legib^-ative  program.  7  Territories  and 

Keats  . . r-*  •  ‘33  possessions . .  .13 

Mineral^ . . A. . ,  .33  Textiles . 32 


Natural  r^ources  A. . .  .9A^  Transportation, 


:o 


Experts . 38  Newsprint .  . l6  Water . .15,28,33 

Fairs . 39  Personnel. ,  *  .'^^.ii,17,26,[|.n 

HIGHLIGHTS;  Senate  sent  to  conference  h^lNtc  exempt  farmers  from  excise  tax  on 
gasoline  used  on  farm.  House  commence^^/debat^on  second  supplemental,  appropriation 
bill  for  1956*  House  received  from  ^^^sident  appropriation  estimates  f«r  19^7 
mutual  secui’ity  program.  /  ^ 


1. 


APPROPRIATIONS.  Cemmenc^’' debate  on  H,  R.  ICOOli,  t^^second  supplemental  ap-* 
prspriation  bill  for  1^56*  p.  ^4-599 


2,  SCHOOL  MILK;  BRUCELLOoIS  ERADICATION.  Reps.  Byrnes  and  L^rd  criticized  the 
conference  repor-^n  H*  R.  8320,  to  extend  the  school  milkN^id  brucellosis 
eradication  orog^ams  to  the  end  of  this  fiscal  year,-  while  RW,  Abernethy  and 
Multer  expres/S  satisfaction  with  the  conference  report  as  fulfilling  the  ob¬ 
jective  set/xerth  in  the  proposal.  pi 


1593 


3,  FOREIGN  MD.  Received  from  the  President  appropriation  estimates  fcr\195(  in 
the  ai»6^t  of  ''11,859,975,000  for  the  mutual  security,  program  (H.  Doc.d^lj  tf 
the/!^propriatiorB  Committee ,  p.  ii633 


li.  P. 


JSRSONNEL.  Received  from  the  Cemmerce  Department  draft  legislation  to  authmzp 

the  establishment  of  eight  positions  for  specially  qualified  ^  Kj* 

fessional  personnel  in  the  Department  of  Comerce  with  rates  of  compensation^  X 

not  to  exceed  the  maximum  rate  payable,  pursuant  to  Public  L^w  313,  80th  Con 

eress!"  to  the  Post  Office  and  Civil  Service  Committee,  p.  U63U 
*=  ^  -  ■ 


C.  DEMBR  PRODUCTION.  The  Banking  and  Currency  Committee 

9R52,  t.  extend  the  prc^lcicns  of  the  Defense  Production  Act  of  i950.  p.  D263 


toD.  Tha  Judiciary  Coiaidttee,  in  executive  session^  tabled  H.  Cen,  Res.  20U, 
provide?  f  'sr  the  ccnanemcration  cf  the  50th  anniversary  ®f  the  Feed  and 

Ac\,  p.  32 


7,  LEGIdO-TIVE  PR0GRi\JI.  The  "Daily  Digest"  states  that  en  lbd,_,  Mar.  21^ 

IJOOli^Vhe  second  supplemental  apprepriatien  lEiEillftr  15^6,  and  the  -f*— 
report  ^  H.  R*  8320;,  to  extend  the  school  milk  and  brnceLlosis  erac 
programs\p  the  end  of  this  fiscal  year,  will  be  considered,  p.  D2i 


ation 


3EIIATE 


3mpt  farmers 
U5U0  (House 


3.  TAIATIOM.  Senate  conferees  were  appointed  on  H.  R.  8780,  to 
from  the  Federal^xcise  tax  on  gasoline  used  on  the  farm,  pi 
conferees  were  ap^inted  March  197) 

Sen.  Humphrey  inserted  a  National  Council  of  Fan  3^  ope  natives  resolu¬ 
tion  favoring"  a  clar^ication  of  the  taxable  status  o.  -op  patrons  xho  re¬ 
ceive  refuirds,  oppo si S  withholding  tax  for  patrons  n  ring  cc-cp  refunds, 

ar:d  favoring  legislatio\. to  eliminate  double  taxatici>  nembers  and  patrons 
of  co-ops,  p,  U536 


9. 


NATIHAL  RESCU  GES.  Sen.  NeuBerger  criticised  the  Natural  resource  and  public 
power  policies  of  Secretary  I'^ay,  and  insertec^  letter  he  had  written  to  a 
newspaper  cidticising  the  Secr^ar^r^  includin^^eferences  to  the  A1  Sarena 
forestry  case,  p,  U^Ul 


ITEMS  InSaPFENI 


13,  ACREAGE  ALLOTMENTS,  Sen.  Martin  ir^erDi^  a  newspaper  editorial  describing  the 
planting  of  various  crops  in  the  DelaWa^  Valiev  and  the  indicated  acreage 
allotments  for  such  crops,  p,  A2ii58 


11,  COTTON,  Extension  of  remarks  of 
Alabama's  cotton  acreage  for  19^ 


{po  Elliot-^stating  that  the  reduction  in 


is  creatingXhardships  for  many  farmers  and 


inserting  an  Alabama  Legislatiuj'e  resolution  concerning  the  cottcn-allotm.ent 
and  outlining  the  serious  pl^ht  of  Alabama's  co^on  farmers,  p,  A2li56 


12,  ELECTRIFICATION,  Sen.  Kefadver  inserted  excerpts  frW  a  speech  by  Clyde  T, 

Ellis,  Nat'l  Rural  Elactylc  Coope rative  Ass'n,  "Free^m  and  Abundance  Are  The 
American  Way,"  p,  A2li^ 


13.  STATEHOOD.  Del,  Bart^^ett  inserted  a  r^xvspaper  editorial  Ejecting  to  so-called 
organized  opposition  each  time  a  proposed  Alaska  statehcoa\^ill  cmes  up  before 
Congress ,  p .  A2y 

Del,  Bartldut  inserted  a  newspaper  edi  torial  favoring  th\  proposed  draft 
of  a  State  conybituticn  for  Alaska,  p,  A2l;83 


lA,  CONSERVATION/  Extension  of  remarks  of  Rep,  Avery  paying  tribute  -^the  late 
Col,  Hemu/J,  WeLtmer,  and  t®  the  outstanding  pregram  of  soil  conseyvaticn 


which  he /helped  foster  and  inserting  a  suimmarization  of  basic  conserii^tion 
plans,  yp.  A2l|.6s3 


15*  WATEiyRIGRTS,  Rep,  Burdick  inserted  a  Nu.  Dak.  State  Water  CoriServaticn  C  m- 
mi^ion  resolution  urging  Congressional  recognition  of  States'  rights  in 
to  the  waters  of  streams  and  natural  water  courses,  p,  A2k9h 


i,J  CONGRESSIONAL 
PROCEEDINGS 


I  OF  INTEREST  TO  THE  DEPARTMENT  OF  A6RICULTURI 

•mm  mmmsf  •mmm  rntma  d  ISSUed  IVkrCh  3^^ 

''ICE  OF  BUDGET  AND  FINANCE  Por  actions  of  I'i!arch  29  f 


(For  Department  Staff  Only) 


Ad  journm^t  .5  >  13 

Alcohol, .  ,22 

Appropriation . .30 

Butter, . n* '  . . 

CCC  grain  shipmen* 

Cominittee  assignineicAs . 9 

Contracts . .^,19^  2? 

Cotton, . .  iSe  ,29 

xonse  production . ^-,2 

education. . . 

Electrification, *15 


81+th-2nd, 


CONTENTS 


FaYTTi  1  nan??  -  . .  - 

. ?n 

Personnel.  ■ ,  • , ,/» » * 

PaTTn  n'mcTY’am-  . 

. 1  .7.1)1 

Poultrv . , , , ,  * 

Flood  ccntrolc 
Foreign  aid, , . 
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Price  suppo^s.... 
Reclama-tipn. . . 

Fy'iti  + . 

. 1 

PTmini  re . 

. 'Phr 

Tax^ion, 

Oi^pan  ■Pt'p "i  cfVr+.  - 

. ^1 

Tuansoortation, , , , 

. f 

Or*ar£Tp.s . -  . 

. . .  ,3 

/Water, . . 

Crganization, , 

''^k’heat . . . . 

HIGHLIGHTS  1  Conferees  reached  anp^ii^ie^nt  on  se-v^al.  provisions  of  farm  bill.  House 
committee  reported  bill  to  regula'^orange  co}^'ing.  House  committee  reported  bill 
extending  defense  production  act. 


HOUSE 


F/vRM  PROGRAM.  The  ^'Eaily  Digest”  states;  "Conferees \ontinued  in  executive 
session  to  resolve/the  differences  betv/een  the  Senate  ais^d  House-passed  versions 
of  H.  R.  12,  Ag:^ultural  Act  of  1956.  Agreements  reach^today  would  (1) 
delete  the  section  providing  for  survey  of  meat  grading  sy^ems  and  (2)  accept 
the  Senate  pr^^sions  for  the  tvfo-price  plan  for  wheat,  vdth  modifications, 

"In  an^vening  session  on  Yifednesday,  iiarch  26,  the  cenferbes  agreed  (1) 
to  strika'^rom  the  bill  section  602 ,  price  reporting  of  forest  pis^ducts,  (2) 
to  Houa^^provisions  for  appointment  of  a  surplus  disposal  administrator,  and 
(3)  t/Senate  section  providing  for  payment  of  ocean  freight  on  corrmrdities 

shijTOed  abroad  for  needy  peoples,  ^ 

"The  conferees  continued  consideration  of  this  matter  in  an  evening 
Tession  and  vdll  meet  again  tomorroTY,"  p.  D310  ^ 

Rep,  Hyde  stated  that  high  rigid  price  supports  vjould  tend  to  encouragi 
over  planting  and  result  in  a  deterioration  of  the  land  in  some  of  the  Wosterl 
States  novr  faced  vdth  dust  storms,  p.  52l|0 


f  2. 


DEFENSE  PP.0DUCTI0H.  The  Banking  and  Currency  Committee  reported  with  amend¬ 
ment  H.  R,  9852,  to  extend  the  Defense  Production  Act  (H.  Rept.  1983).  P 
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The  Interstate  and  Foreign  Conimerce  Committee  reported  ■vriLth  am  ndment 
H.  7732,  providing  for  the  regulation  of  certain  color  additives  in  oranges 

(H.  ^ot.  19^2),  D,  525U 

U.  7lR'’I  IRS.  The  Government  Ooerations  Committee  issued  a  reoort_,  "U,_ 

Technicaryissistance  in  Latin  A’.erica"  (!I.  Rent,  1985).  P.  52514- 

Rep.  >eader  cited  the  importance  of  the  technical  assistaxice  ’//ork 
Latin  Ameri^  and  discussed  the  benefits  T.'hich  mi^-ht  be  derived  from  s^ch  a 
program,  p. 

5.  ADJJ'R.'CD  ’jntilXpn,,  Apr.  9.  p.  5253 


6.  Tk  'S  ’0RT-'TI‘f''.  Sen.  \prse  s  oke  on  the  serious  effects  of  ^curring  shortages 
of  boxcars,  and  critici^d  CSC  policies  prohibiting  the  shij;ment  of  grain  in 
trucks,  p.  5220 

7.  F‘ii.p  .  Sen.  orse  ii^serted  a  .  all  Street  Journa^'  article  claiming 

considerable  discontent  of  .i^esota  farmers  y^ith  the  .Present  farm  program, 

p.  5219  ^  ^ 

8.  PLOOD  COATAOL.  The  ^blic  .  orks  ^bcommittee  on  Mood  Control  aa:t  Rivers  and 

Harbors  concluded  hearings  on  5.  3213,  and/2b53,  bills  authorizing 

construction  of  flood  protection  oro^cts,  p,  ^309 

9.  CO  ITTCE  I  y  'IG;.C.:  ATS,  Sen.  Symington  ^s  exo'^sed  from  further  s-ervice  as  a 
member  of  the  Public  '  'orks  Committee  and\§signed  to  the  Agricalt  re  and 
Forestry  Committee,  Pe  5l90 

10.  T  GLATIO-L  Sen.  Schoeppel  reviev/ed  the /^istorV  of  the  Federal  excise  tax  on 
the  transportation  of  property,  parti^larly  t^  burdensore  effect  of  the  tax 
on  the  farmer,  p.  5209 

11.  FCRC-TRY,  Sen.  'euberger  s  oxe  o  'Position  to  sXsUUU,  pro\d.ding  for  the 
establishment  of  Federal-State  Land  Study  ’'ommissionk  to  undertake  studies 
and  investigations  of  land  o".;r^siyip  and  submit  recomjm^ndations  for  the 
disposal  of  Federal  lands,  5196 

12.  ■•T"R.  Received  a  ass.  Mgisla'  ure  resolution  urging  le^slation  to  revise 
and  extend  the  ater  ’olMtIon  Control  Act,  p,  5190 

13.  ''DJOURiTkD  until  jon.,y{pril  9.  p*  5238 

IT’L  S  III  -^F  'Nirrx 

m.  F  R:.  ,  R^,  ickersham  inserted  a  constituent's  letter  urgii^  the 

adoption  of  90y of  parity  price  supports,  p,  A2766 

Rep,  3oy/ /Inserted  a  magazTne  article  outlinin'^  a  farm  program  incinaing 
features  of ^Lsaster  loans,  credit  extension,  research,  surplus  disposals 
and  tariff  protection,  p,  A2766 

15.  -L  CTh,IMC'-  I  ^ Rep.  Ca;inon  inserted  his  statexnent  and  correspondence  from^ 
the  Cojnptr oiler  Oeneral  relative  to  the  expansion  of  TVA  facilities  throup-h 
the  ’466  of  TVA  revenues,  p,  A2766 

16.  ^(^T?.Y,  Sen,  orse  inserted  the  text  of  his  statement  urging  Federal  inspect¬ 
ion  of  poultry,  p,  A2769 
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March  29,  1956. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  Spence,  from  the  Committee  on  Banking  and  Currency, 
submitted  the  following 

REPORT 

[To  accompany  H.  R.  9852] 

The  Committee  on  Banking  and  Currency,  to  whom  was  referred 
the  bill  (H.  R.  9852)  to  extend  the  Defense  Production  Act  of  1950, 
as  amended,  having  considered  the  same,  report  favorably  thereon 
with  an  amendment  and  recommend  that  the  bill  as  amended  do  pass. 

The  amendment  is  as  follows: 

At  the  end  of  the  bill,  insert  the  following  new  section: 

Sec.  3.  Subsection  (e)  of  section  710  of  the  Defense 
Production  Act  of  1950,  as  amended,  is  hereby  amended  by 
adding  at  the  end  thereof  the  following  new  sentence:  “No 
such  person  shall  become  a  member  of  the  executive  reserve 
unless  he  has  complied,  to  the  extent  applicable,  with  the 
same  requirements  as  apply  with  respect  to  pei’sons  appointed 
under  subsection  (b)  of  this  section.” 

General  Statement 

The  bill  would  extend  the  Defense  Production  Act  of  1950,  which 
otherwise  will  exphe  on  June  30  of  this  year,  for  2  additional  years 
so  that  it  would  expire  on  June  30,  1958.  It  would  make  a  corre¬ 
sponding  extension  in  the  authority  to  purchase  sti’ategic  materials 
under  section  303  of  the  act.  The  committee  amendment,  as  explained 
more  fully  below,  would  extend  certain  requirements  now  applicable 
to  without-compensation  employees  to  persons  being  trained  under  the 
executive  reserve  program. 

The  maintenance  of  a  strong  and  flexible  defense  program  requires 
that  current  military  and  atomic-energy  programs  proceed  without 
interruption  and  that  a  broad  and  diversified  mobilization  base  be 
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established  which  will  reflect  new  requirements  resulting  from  changes 
in  technology  and  strategy.  The  authorities  provided  in  the  Defense 
Production  Act  are  essential  to  meet  these  objectives. 

Priorities  and  Allocations 

The  priorities  and  allocations  authority  of  title  I  of  the  act  is 
of  great  importance  to  the  procurement  programs  of  the  Department 
of  Defense  and  the  Atomic  Energy  Commission. 

To  maintain  the  necessary  level  of  defense  procui’ement  without 
interruption  during  a  period  when  the  requirements  of  an  expanding 
economy  for  materials  and  facilities  are  extremely  high,  it  is  necessary 
to  insure  a  preference  for  delivery  on  defense  orders. 

The  defense  materials  system,  as  operated  by  the  Department  of 
Commerce  under  a  delegation  made  under  the  authority  of  the  Defense 
Production  Act,  accomplishes  that  important  purpose  by  requiring 
producers  of  basic  forms  and  shapes  of  steel,  copper,  and  aluminum 
to  set  aside  certain  percentages  of  their  production  for  the  filling  of 
identified  defense  orders.  These  orders  are  given  a  preference  in 
delivery  which  applies,  not  only  to  the  basic  materials  in  those  set- 
asides,  but  also  to  otlier  materials,  such  as  nickels  and  to  the  various 
components  entering  into  the  production  of  the  end  item  ordered. 

Tliis  device  also  insures  the  equitable  distribution  of  defense  orders 
among  the  various  producers  of  basic  items  and  leaves  to  each  pro¬ 
ducer  of  such  materials  a  relative  share  of  his  production  for  supply¬ 
ing  his  customers  in  the  civilian  market. 


Expansion  of  Productive  Capacity  and  Supply 

This  authority  found  in  title  III  of  the  act  authorizes  the  use  of 
various  incentives  to  expand  productive  capacity  and  supply  needed 
for  the  mobilization  base.  Of  the  227  expansion  goals  established, 
objectives  have  been  reached  in  over  150  cases  and  only  32  now  remain 
open.  It  is  recognized,  of  course,  tliat  maintenance  of  the  mobiliza¬ 
tion  base  is  not  a  static  concept  and  that  it  must  be  adapted  to  meet 
changing  conditions. 

Section  301  of  this  title  contains  loan-guaranty  provisions  which 
are  extensively  used  by  the  Department  of  Defense.  Through  Decem¬ 
ber  31,  1955,  guaranties  aggregating  $2  billion  had  been  authorized  by 
the  Department  of  Defense  under  this  section.  The  amount  out¬ 
standing  on  that  date  on  the  loans  covered  by  these  guaranties  was 
$452  millions,  of  which  $337  million  was  guaranteed. 

The  lending  and  loan-guaranty  authority  provided  in  section  302 
has  not  been  extensively  used,  as  much  of  the  programed  mobilization 
plant  expansion  has  been  financed  by  private  capital  with  no  Govern¬ 
ment  assistance  other  than  rapid  tax  amortization.  It  is  of  interest 
to  note,  however,  that  in  keeping  with  powers  to  maintain,  protect, 
or  reconstruct  the  mobilization  base,  7  loans  totaling  $13.9  million 
were  made  under  section  302  authority  in  disaster  areas  followdng  the 
hurricanes  last  fall  for  the  reconstruction,  rehabilitation,  or  replace¬ 
ment  of  mobilization  base  facilities. 

Extensive  use  has  been  made  of  the  procurement  authority  provided 
in  section  303.  As  of  the  close  of  1955,  purchases  aggregating  $4 
billion  had  been  completed  under  this  section,  with  another  $2.8 
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billion  remaining  in  process.  The  expansion  of  productive  capacity 
and  the  supply  of  strategic  and  critical  materials,  together  with  our 
stockpiling  activities,  has  substantially  reduced  the  tlu-eat  of  wartime 
shortages  of  such  materials  for  defense  purposes. 

Voluntary  Agreements 

The  voluntary  agreements  authority  of  section  708  of  the  Defense 
Production  Act  provides  a  mobilization  tool  of  great  importance  for 
current  defense  and  for  wartime  use.  It  authorizes  an  exemption  from 
the  antitrust  laws  for  private  parties  engaged  in  combined  actions 
found  to  be  in  the  public  interest  as  contributing  to  the  national 
defense. 

Under  this  authority  there  are  in  force  23  agreements,  20  of  them 
integration  or  production  committees  of  the  Department  of  Defense. 
Committees  consisting  of  all  contractors  with  the  Department  for  a 
particular  militar}"  end  item  are  able,  through  the  exchange  of  infor¬ 
mation,  techniques,  and  processes,  to  develop  production  practices, 
standardized  parts,  and  other  devices  for  achievmg  a  more  efficient 
and  uniform  product  with  greater  economy. 

Executive  Reserve  Program 

The  Defense  Production  Act  amendments  of  1955  authorized  a  new 
executive  reserve  program  under  which  each  agency  having  mobiliza¬ 
tion  responsibilities  is  authorized  to  set  up  and  train  a  reserve  of 
persons  from  private  life  and  from  government  to  fill  executive  posi¬ 
tions  in  the  Federal  Government  in  time  of  mobilization.  Under 
this  program  the  agencies  will  select  persons  qualified  to  fill  key 
positions  and  will  secure  their  agreement,  backed  up  by  their  em¬ 
ployers,  to  be  available  for  service  in  the  event  of  mobilization. 
Reservists  will  be  trained  in  the  operations  of  the  Government  as  well 
as  in  the  various  mobilization  plans  of  importance  to  their  wartime 
posts.  The  immediate  availability  of  such  a  reserve  will  meet  one  of 
the  most  difficult  problems  of  a  rapid,  full-scale  mobilization. 

Committee  Amendment 

The  amendment  adopted  by  the  committee  would  apply  to  persons 
coming  into  the  executive  reserve  program  from  private  life  the  same 
requirements  as  apply  to  persons  appointed  without  compensation 
under  section  710  (b)  of  the  act,  to  the  extent  such  requirements  are 
applicable.  For  example,  such  a  person  coming  into  the  executive 
reserve  program  would  be  required  to  file  the  statement  of  financial 
interests  which  WOC’s  are  required  to  file  under  section  710  (b)  (6). 
While  the  committee  recognizes  that  a  trainee  actually  is  not  a  Gov¬ 
ernment  official  and  so  the  usual  oath  of  office  would  not  be  applicable 
in  his  case,  nevertheless  he  should  be  required  to  take  an  oath  ap¬ 
propriate  to  his  status  as  a  member  of  the  executive  reserve.  This 
amendment  will  provide  increased  safeguards  against  conflicts  be¬ 
tween  the  governmental  activities  of  these  trainees  and  their  private 
interests.  By  assuring  that  the  trainee  will  comply  with  the  require¬ 
ments  for  appointment  to  the  job  for  which  he  is  being  trained  before 
the  Government  undertakes  his  training,  it  will  also  make  for  sound 
administration  of  the  executive  reserve  program. 
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Changes  in  Existing  Law 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the 
House  of  Representatives,  changes  in  existing  law  made  by  the  bill, 
as  introduced,  are  shown  as  follows  (existing  law  proposed  to  be 
omitted  is  enclosed  in  black  brackets,  new  matter  is  printed  in  italics, 
existing  law  in  which  no  change  is  proposed  is  shown  in  roman) : 

DEFENSE  PRODUCTION  ACT  OF  1950,  AS  AMENDED 

* 

SEC.  303.  PURCHASES  AND  COMMITMENTS  TO  PURCHASE 

(b)  Subject  to  the  limitations  in  subsection  (a),  purchases  and 
commitments  to  purchase  and  sales  under  such  subsection  may  be 
made  without  regard  to  the  limitations  of  existing  law,  for  such  quan¬ 
tities,  and  on  such  terms  and  conditions,  including  advance  payments, 
and  for  such  periods,  but  not  extending  beyond  eJune  30,  [1963]  1966, 
as  the  President  deems  necessary,  except  that  purchases  or  commit¬ 
ments  to  purchase  involving  higher  than  established  ceiling  prices 
(or  if  there  be  no  established  ceiling  prices,  currently  prevailing 
market  prices)  or  anticipated  loss  on  resale  shall  not  be  made  unless 
it  is  determined  that  supply  of  the  materials  could  not  be  effectively 
increased  at  lower  prices  or  on  terms  more  favorable  to  the  Govern¬ 
ment,  or  that  such  purchases  are  necessary  to  assure  the  availability 
to  the  United  States  of  overseas  supplies. 

Sec.  717.  (a)  Title  I  (except  section  104),  title  III,  and  title  VII 
(except  section  714)  of  this  Act,  and  all  authority  conferred  there¬ 
under,  shall  terminate  at  the  close  of  June  30,  [1956]  1958. 


MINORITY  VIEWS 

Introduction 

We  have  voted  to  report  H.  R.  9852  to  the  House  but  only  because 
it  continues  allocations,  priorities,  and  other  necessary  aids  to  the 
defense-mobilization  program. 

The  law  should  he  extended  for  only  1  year 

None  can  deny  and  all  who  have  been  asked  readily  concede  that 
these  are  indeed  perilously  tense  times. 

No  matter  what  the  press  releases  may  give  as  the  reason  therefor, 
the  fact  is  that  we  have  just  dispatched  to  the  Mediterranean  Sea  to 
join  our  Sixth  Fleet  some  1,800  United  States  marines. 

Bi-itain  has  announced  she  is  ready  to  move  planes  and  troops  into 
the  Middle  East  if  the  situation  worsens  and  France  has  just  sug¬ 
gested  an  arms  embargo.  Russia  and  her  satellites,  while  indulging 
in  smiles  of  peace,  continue  to  stir  up  trouble  by  shipping  arms,  arma¬ 
ments,  and  technicians  into  troubled  areas. 

Since  our  public  hearings  were  closed  the  President  has  announced 
the  holding  of  long  and  important  meetings  of  top  secrecy  with  those 
entrusted  to  make  and  carry  out  our  policies  of  national  security. 

The  indecision  of  the  executive  departments  and  their  professed 
complete  lack  of  knowledge  of  matters  of  the  highest  importance 
demonstrate  that  in  times  like  these  we  must  be  constantly  alert. 
We  can  do  our  full  duty  only  by  requiring  the  heads  of  the  executive 
departments  to  attend  before  our  committee  frequently  and  make  full 
and  proper  disclosure  of  pertinent  facts. 

The  one  and  only  way  we  can  be  sure  that  this  entire  program  will 
be  reviewed  again  next  year  is  to  extend  this  law  for  not  more  than 
1  year. 

The  85th  Congress,  no  matter  what  its  complexion,  should  be 
required  during  its  first  session  to  examine  this  law  in  the  light  of  the 
circumstances  as  they  develop  between  now  and  then. 

Standby  controls 

We  are  in  fundamental  disagreement  with  the  decision  of  the  Presi¬ 
dent  and  his  executive  departments  to  refuse  to  suggest  or  request 
standby  authority  for  the  President  to  freeze  prices,  wages,  and  rents 
for  a  limited  period  in  the  event  of  a  future,  grave  emergency. 

What  is  particularly  regrettable  is  that  they  seem  to  be  oblivious 
to  what  happened  in  the  past  when  failure  to  take  legislative  action 
promptly  to  provide  necessary  control  authority  has  had  disastrous 
inflationary  consequences. 

If  our  mistakes  of  the  past  have  taught  us  anything  at  all  about 
inflation,  it  is  that  controls  must  be  imposed  at  the  inception  of  an 
emergency,  before  normal  economic  relationships  change  and  before 
a  wild  scramble  for  goods  causes  violent  upsurges  and  distortions  in 
the  enth-e  price  structure. 
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Theoretically,  Congress  could  take  prompt  action  in  an  emergency 
to  provide  necessary  control  authority.  Previous  experience  has 
shown  how  completely  impossible  that  is  practically.  In  both  World 
War  II  and  Korea,  inflation  had  already  made  serious  inroads  by  the 
time  Congress  completed  action  providing  necessary  control  authority. 

To  prevent  this  from  happening  again,  we  feel  that  it  is  essential 
that  H.  R.  9852  contain  appropriate  standby  authority  to  arm  the 
President  with  power  to  freeze  the  economy  for  a  short  time,  should 
a  grave  emergency  occur,  dining  which  time  Congress  would  have 
an  opportunity  to  consider  the  entire  matter. 

Such  a  standby  measure  is,  we  think,  essential  insurance  to  protect 
future  economic  stability.  Failure  to  take  such  action  is  to  gamble 
needlessly  with  our  future  economic  security. 

Although  direct  controls  are  not  needed  now,  a  grave  emergency  could 
occur  at  any  time  which  would  require  their  imposition 

We  believe  emphatically  that  direct  controls  over  the  economy  are 
contrary  to  our  free-enterprise  system  and  should  be  imposed  only  in 
a  serious  emergency,  where  no  other  practicable  alternative  exists  to 
stem  inflation.  Such  controls  are  not  needed  now,  even  though  we 
are  in  an  emergency  period  and  the  cost  of  living  is  within  a  fraction 
of  its  all-time  high. 

This  does  not  mean  that  the  present  economic  climate  will  be  an 
enduring  one.  There  are  ample  signs  and  warning  signals  of  impend¬ 
ing  change.  Any  worsening  of  the  existing  emergency  will  upset  this 
equilibrium  and  immediately  cause  a  wave  of  scare  bu3ung  and 
hoarding.  That  means  a  new  inflationary  spiral.  If  not  checked 
quickly,  this  inflation  could  have  the  most  tragic  consequences  for  the 
people  of  the  country,  particularly  those  who  live  on  fixed  incomes. 

In  the  light  of  the  present  world  situation,  the  occurrence  of  such 
an  emergency  is  not  an  idle  pipedream  but  a  real  possibility.  In 
any  one  of  a  number  of  danger  spots — in  the  Far  East,  in  the  Middle 
East,  in  fact,  iii  any  of  manj^  places  in  the  world — Communist  aggres¬ 
sion  could  erupt  without  warning  and  set  off  a  fuze  that  could  wreck 
the  economj^. 

With  this  potential  but  nevertheless  real  threat  staring  us  in  the 
face,  it  is  sheer  follv  to  adopt  an  ostrichlike  attitude  of  hiding  oim 
heads  in  the  sand,  hoping  thus  that  our  troubles,  now  and  forever, 
will  just  disappear  into  thin  air. 

Direct  controls  are  neressar^"  in  time  of  crisis  such  as  war  because 
the  normal  laws  of  supply  and  demand  are  not  effective  regulators 
of  prices  in  the  market  place.  Owing  to  the  needs  of  military  pro¬ 
duction,  the  supply  of  goods  available  for  civilian  production  is 
reduced  sharpl}^  on  the  one  hand,  while  mone.v  incomes  are  increased 
greatly  on  the  other.  There  are  thus  created  irresistible  price  pres¬ 
sures  on  a  limited  volume  of  goods,  which  if  not  stemmed  by  direct 
controls  result  in  runawaj'  inflation.  In  these  circumstances,  in 
brief,  the  demand  is  so  great  and  the  supply  so  limited,  that  principal 
reliance  cannot  be  placed  on  normal  laws  of  the  market  to  hold  dowm 
the  price  level. 

Prompt  action  is  required 

When  a  grave  emergency  occurs  immediate  action  is  necessary  to 
place  controls  over  the  entire  economy  while  it  is  in  relative  balance. 
Otherwise,  as  indicated,  consumers  engage  in  a  wild  scramble  for  goods 
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to  beat  price  rises  and  shortages,  and  businessmen  pile  up  inventories 
in  excess  of  their  needs  while  increasing  their  prices  in  response  to 
increased  costs  and  demand  for  their  goods.  This  is  precisely  what 
happened  after  the  Korean  invasion  on  June  25,  1950. 

Immediately  after  the  Koi'ean  invasion  a  wave  of  panic  buying  took 
place,  induced  by  the  fear  that  the  war  might  spread,  leading  to  higher 
prices  and  shortages.  By  the  time  that  prices  were  frozen  by  the 
Office  of  Price  Stabilization  in  January  1951  the  spot  market  index  had 
mcreased  47  percent,  the  wholesale  price  index  14  percent,  and  the 
cost  of  living  7  percent. 

The  failure  to  take  prompt  action  immediately  after  Korea  in¬ 
creased  the  cost  of  living  by  over  $14  billion  and  pyramided  defense 
costs  by  an  enormous  amount. 

Delay  in  freezing  the  economy  also  has  the  result  of  causing  in¬ 
numerable  inequities  for  some  businessmen  and  windfalls  for  others. 
For  those  businessmen  who  do  not  prior  to  the  freeze  increase  their 
prices  commensurate  with  their  cost  increases,  the  imposition  of 
controls  causes  a  serious  squeeze.  For  those  who  profited  and  advance 
their  prices  higher  than  justified,  the  freeze  grants  a  windfall. 

Another  consequence  of  delay  in  imposing  controls  is  to  require 
either  rollbacks  for  those  who  had  raised  their  prices  unjustifiably  or 
increases  across  the  board  for  everyone  to  the  levels  charged  by  the 
jirofiteers  who  had  increased  their  prices  the  most.  One  of  these 
alternatives  is  necessary  if  inequities  and  distortions  are  to  be  removed 
and  a  balanced  price  structure  achieved. 

Experience  has  demonstrated  that  Congress  loill  not  act  with  sufficient 
speed;  proynpt  action  can  he  obtained  only  by  vesting  standby 
authority  in  the  President 

It  is  entirely  unrealistic  to  assume  that  Congress  would  take  action 
on  a  resolution  to  freeze  the  economy  within  the  time  that  is  necessary. 
For  one  thing,  groups  representing  varying  viewpoints  would  probably 
request  an  opportunity  to  express  their  views  on  the  resolution.  For 
anoLher,  Members  of  Congi-ess,  especially  those  who  oppose  controls 
under  any  circumstances,  woidd  in  all  likelihood  insist  upon  extended 
debate. 

Equally  important,  once  the  emergency  occurred,  the  very  fact 
that  proposed  control  authority  was  being  considered  by  the  Congress 
would  itself  act  as  an  additional  stimulus  to  price  increases.  That  is 
because  businessmen  would  raise  their  prices  to  the  highest  possible 
levels  so  as  not  to  be  caught  in  a  disadvantageous  price  position  if 
direct  controls  should  be  imposed. 

Apart  from  this,  the  record  shows  conclusively  that  Congress  will 
not  act  with  the  speed  required.  In  World  War  ll,  for  example,  even 
though  a  control  bill  was  introduced  on  August  1,  1941,  final  passage 
did  not  occur  until  January  30,  1942,  almost  2  months  after  Pearl 
Harbor.  Meanwhde  the  cost  of  living  had  increased  over  6  percent. 

After  the  Korean  invasion,  a  control  bill  was  introduced  on  July  19, 
1950.  Again  almost  2  months  elapsed  before  the  bill  became  law  on 
September  8.  While  Congress  was  deliberating,  wholesale  prices  ad¬ 
vanced  almost  8  percent,  and  consumer  prices  were  increasing  at  the 
rate  of  almost  1  percent  a  month. 

The  overriding  considerations  of  public  policy  thus  require  vesting 
of  standby  authority  in  the  President  to  take  action  for  a  limited 
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period  of  time  during  which  the  economy  can  be  protected  while  Con¬ 
gress  deliberates  the  ultimate  course  of  action. 

It  is  argued,  however,  that  such  a  standby  measure  vests  too  much 
authority  in  the  President.  This  argument  implies  a  lack  of  confidence 
in  the  President.  We  do  not  believe  that  the  President  would  misuse 
this  authority  but  would  impose  controls  only  if,  in  accordance  with 
the  intent  of  Congress,  an  emergency  should  arise  of  such  magnitude 
as  to  afford  no  other  alternative.  But  if  the  President  should  in  fact 
misuse  this  authority,  the  Congress  could  at  any  time  rescind  his  action 
b}^  a  concurrent  resolution. 

A  standby  law  is  not  inflationary 

A  further  argument  presented  by  those  opposed  to  enactment  of  a 
standby  measure  is  that  the  mere  fact  of  its  existence  is  in  itself 
inflationary.  The  basis  of  this  contention  is  that  so  long  as  standby 
authority  remains  in  effect  businessmen  will  keep  their  prices  at  the 
highest  possible  level  so  that  they  will  not  be  caught  with  an  unduly 
low  price  structure  in  the  event  of  a  freeze. 

This  position  ignores  the  realities  of  the  market  place  and  the  law 
of  supply  and  demand  as  a  price  determinant.  It  is  true,  of  course, 
that  a  businessman  charges  as  high  a  price  as  the  market  will  warrant. 
But  if  supply  and  demand,  and  competition,  necessitates  a  lower  price, 
the  businessman  will  reduce  his  price  accordingly.  This  he  will  do 
whether  a  standby  measure  is  in  effect  or  not  for  otherwise  he  could 
not  survive. 

The  force  of  these  considerations  was  demonstrated  in  1952  when 
price  controls  were  still  in  effect.  Businessmen  did  not  hesitate  to 
reduce  their  selling  prices  below  ceiling  when  market  conditions  so 
required  even  though  legal  authority  existed  for  the  Office  of  Price 
Stabilization  to  reduce  ceilings  to  the  level  of  the  lower  selling  prices. 

The  administration's  position  is  equivocal 

We  cannot  but  regret  the  ambiguous  and  ecpiivocal  position  taken 
by  the  present  administration  on  standby  controls.  We  point  out  in 
this  connection  the  1953  testimony  of  Mr.  Arthur  S.  Flemming  who  is 
Du-ector  of  the  Office  of  Defense  Mobilization. 

At  that  time  Mr.  Flemming  expressed  the  hope  that  the  Congress 
“will  decide  that  in  the  event  of  an  emergency  situation,  it  could 
move  rapidly  enough  in  providing  authority  for  a  freeze  to  deal  with 
the  problem  in  an  adecjuate  manner.”  By  “rapidly  enough”  he 
stated  he  meant  “10  days.”  He  further  testified  that  if  Congress 
sliould  arrive  at  a  contrary  conclusion  he  “was  authorized  to  state 
that  a  bill  containing  a  provision  granting  authority  to  the  President 
to  impose  a  freeze  on  prices  and  wages  would  be  acceptable.”  But  as 
to  whether  or  not  Congress  would  in  fact  move  rapidly  enough  in  an 
emergency  he  would  express  no  opinion  whatsoever  even  after  ex¬ 
tended  interrogation.  That,  he  declared,  was  a  matter  for  Congress 
to  decide,  which,  if  nothing  else,  is  at  least  a  statement  of  the  obvious. 
The  point  is  though  that  Congress  in  order  to  make  the  best  decision 
possible  should  have  the  expert  views  of  the  persons  who  would  have 
executive  responsibility  for  administering  proposed  legislation. 

It  is  unfortunate  that  the  administration’s  present  position,  or, 
rather,  lack  of  position,  in  regard  to  standby  controls  has  not  changed 
since  1953. 
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It  remains  utterly  inconceivable  to  us  that  this  administration 
should  have  no  opinion  about  this  matter.  We  can  only  conclude 
that  the  administration  has  a  remarkable  capacity  for  indecision. 
It  is  earnestly  to  be  hoped  that  the  economic  planning  for  a  future 
emergency  which  we  are  told  is  now  taking  place  is  not  characterized 
by  the  same  degree  or  kind  of  indecision. 

We  should  add  that  we  are  in  complete  agreement  with  one  phase 
of  Mr.  Flemming’s  1953  testimony,  when  he  stated  that  “in  World 
War  I,  World  War  II,  and  the  war  in  Korea  we  have  been  forced  to 
learn  a  great  deal  about  inflation  and  methods  of  combating  it.” 

We  agree  also  with  his  observation  at  that  time  that  “failure  to 
profit  by  these  experiences  would  be  unpardonable.”  But  we  question 
whether  the  administration,  of  which  he  is  a  key  member,  has  learned 
to  profit  by  these  experiences. 

We  agree  with  Mr.  Baruch  that  the  time  for  action  is  now  and  that  to 
wait  and  fiddle  is  wrong 

In  1953  Mr.  Bernard  M.  Baruch  appeared  before  the  Senate  Banking 
and  Currency  Committee  and  in  the  most  emphatic  manner  urged  the 
adoption  of  standby  controls.  We  believe  that  the  eloquent  testimony 
which  he  gave  at  that  time,  is  as  valid  today  as  when  it  was  delivered. 
He  stated: 

To  wait  is  to  die.  To  wait  is  to  make  certain  our  mobiliza¬ 
tion  will  be  needlessly  slowed  which  means  lengthening  the 
struggle  for  victory  and  dooming  some  to  lose  their  lives 
needlessly. 

One  of  two  general  courses  of  action  is  possible.  The  wise 
course  is  to  act  promptly  before  the  economy  is  out  of  hand, 
to  preserve  as  far  as  possible  the  equilibrium  that  existed 
prior  to  the  emergency. 

This  is  the  sound  course  of  action.  The  other  course  is  to 
wait  and  fiddle  until  the  economy  is  out  of  control.  Only 
then  do  you  act.  Your  whole  mobilization  then  becomes  a 
wild  chase  of  a  dog  after  his  own  tail.  You  then  have  to 
chase  the  disruptions  caused  by  the  Government’s  failure  to 
act  in  time  in  a  frantic  effort  to  recover  the  equilibrium  which 
should  never  have  been  lost. 

The  choice,  in  short,  is  between  acting  before  serious  harm 
is  done  and  waiting  until  you  are  deep  in  trouble  before 
acting.  One  course  locks  the  stable  door  promptly.  The 
other  deliberately  keeps  the  stable  door  open  until  the  horse 
is  stolen. 

To  wait  and  fiddle  is  wrong  morally  as  well  as  econom¬ 
ically.  When  you  invoke  an  across-the-economy  ceiling  at 
the  outset  of  the  emergency,  your  mobilization  is  set  up  on 
a  sound  moral  base.  Your  very  first  action  obviously  treats 
all  segments  of  the  economy  alike.  None  can  claim  that 
special  favoritism  is  being  shown  to  business  or  to  labor  or 
to  agriculture  or  to  any  special  interest. 

In  contrast,  under  the  wait-and-fiddle  approach,  you  begin 
your  mobilization  by  destroying  your  moral  base.  In  let¬ 
ting  the  economy  get  out  of  hand  before  acting,  you  unavoid¬ 
ably  permit  some  groups  special  advantage  over  others. 

Each  segment  of  the  economy  is  given  a  grievance  with 
which  to  justify  its  own  inflationary  demands. 
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The  overall  ceiling,  being  based  upon  the  economic  rela¬ 
tionships  that  prevailed  before  the  emergency,  enables  you 
to  establish  the  principle  that  none  shall  profiteer  from  the 
emergency.  If  you  allow  that  balance  to  be  disrupted,  you 
lose  the  moral  ground  for  enforcing  this  principle.  You  are 
left  with  no  standard  but  expedience  with  which  to  resist 
the  clamorous  demands  of  pressure  groups. 

In  brief,  the  policy  of  wait  and  fiddle  has  the  effect  of 
inviting  every  group  to  exploit  the  national  peril  for  its  own 
selfish  advantage. 

If  the  Congress  fails  to  enact  an  adequate  standby  mobiliza¬ 
tion  law,  whether  you  realize  it  or  not,  you  will  be  putting  a 
premium  on  selfishness.  It  is  virtually  impossible  to  invoke 
an  overall  ceiling  properly,  unless  the  power  to  act  is  on  the 
statute  books  and  at  least  the  skeleton  of  the  administering 
agency  is  in  place  before  the  emergency.  Without  this,  the 
delay  that  will  ensue  makes  it  virtually  certain  that  action 
will  not  come  until  the  inflationary  race  is  already  underway 
and  your  whole  mobilization  under  heavy  handicap. 

We  agree  entirely  with  those  principles. 

Incidentally,  the  Senate  Banking  and  Currency  Committee  in  the 
80th  Congress  made  similar  suggestions  which  were  ignored  to  the 
extreme  detriment  of  our  country. 

Abraham  J.  Multer. 

Hugh  J.  Addonizio. 

William  A.  Barrett. 

Thomas  L.  Ashley, 

Elmer  J.  Holland. 

James  C.  Healey. 


INDIVIDUAL  VIEWS  OF  HON.  WRIGHT  PATMAN 

I  am  in  agreement  with  the  minority  views  expressed  previously  in 
this  report  insofar  as  they  propose  a  l-year  extension  of  the  Defense 
Production  Act  rather  than  a  2-year  extension. 

Wright  Patman. 
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I  cannot  concur  in  the  report  on  H.  R.  9852  for  the  reason  that  the 
Defense  Production  Act  extension  should  be  limited  to  1  year  instead 
of  for  2  years. 

A  reappraisal  of  the  Defense  Production  Act  is  long  overdue.  The 
wide-scale  economic  effect  of  the  activities  of  this  important  function 
should  be  carefully  scrutinized.  The  administration  of  this  law  has 
gone  far  beyond  its  originally  stated  concepts.  Defense  mobilizing 
is  used  in  our  economy  to  “prop  up”  sagging  conditions  in  various 
businesses  and  industries. 

In  the  stockpiling  of  strategic  metals,  the  emphasis  seems  to  be  on 
the  establishment  of  a  program  of  price  supports  for  certain  mining 
industries.  The  need  for  a  price-support  program  for  the  development 
of  a  domestic  metals  industry  may  be  justified,  but  that  kind  of  activ¬ 
ity  should  bear  a  proper  label  and  should  not  be  classified  as  “produc¬ 
tion  for  defense.” 

Although  this  legislation  does  not  authorize  the  accelerated  amor¬ 
tization  program  which  is  in  the  jurisdiction  of  the  Ways  and  Means 
Committee,  that  committee  is  undoubtedly  affected  by  the  discretion 
of  the  Banking  and  Currency  Committee  relating  to  an  extension  of 
the  Defense  Production  Act. 

It  is  high  time  to  calculate  tlie  cost  of  the  accelerated  amortization 
progi-am  and  to  determine  whether  there  is  a  more  efficient  way  to 
create  productive  facilities  in  the  interests  of  national  defense. 
Defense  Mobilizer  Flemming  testified  that  tax  certificates  have 
already  been  granted  to  the  extent  of  $18  billion  or  60  percent  of  the 
cost  of  expanded  facilities.  In  view  of  the  fact  that  these  certificates 
have  been  granted  at  a  high -income  period,  it  may  be  assumed  that 
a  good  portion  of  the  cost  of  this  expansion  would  have  otherwise 
flowed  to  Government  as  taxable  income.  Dr.  Flemming  stated 
he  did  not  know  whether  it  would  have  cost  less  for  the  Government 
to  have  collected  the  taxes  due  and  paid  for  the  expanded  facilities 
on  a  direct  contract  basis. 

The  recent  wide-scale  grant  of  quick  depreciation  certificates  for 
expansion  of  power  facilities  is  certainly  questionable.  Most  public 
utilities  already  operate  on  a  cost-plus  basis.  The  tax  amortization 
certificates  were  granted  in  many  cases  where  expansion  would  have 
been  undertaken  without  them.  The  granting  of  these  certificates 
constitutes  a  needless  bonus  to  this  large  and  powerful  industry. 

The  use  of  price  supports  and  “quickie”  tax  amortization  to  “prop 
up”  segments  of  our  industrial  life  over  and  beyond  the  requirements 
of  national  defense  are  in  the  nature  of  wonder  drugs  applied  to  an 
economy  supposedly  in  good  health.  The  repeated  use  of  these 
wonder  drugs  on  a  healthy  patient  serves  to  establish  a  resistance 
which  will  make  them  ineffectual  in  a  period  of  grave  emergency. 

It  is  therefore  my  hope  that  the  Defense  Production  Act  will  be 
limited  to  a  1-year  extension  and  completely  reviewed  by  the  next 
Congress. 
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84th  congress 
2d  Session 


Union  Calendar  No.  7 1 2 

H.  R.  9852 

[Report  No.  1983] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

March  8, 1956 

Mr.  Spence  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency 

March  29, 1956 

Reported  with  an  amendment,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 

[Insert  the  part  printed  in  italic] 


A  BILL 

To  extend  the  Defense  Production  Act  of  1950,  as  amended, 

and  for  other  pm'poses. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 
o  tives  of  the  United  States  of  America  in  Congress  assembled, 
n  That  the  first  sentence  of  subsection  (a)  of  section  717  of 

4  the  Defense  Production  Act  of  1950,  as  amended,  is  hereby 

5  amended  by  striking  out  “June  30,  1956”  and  inserting 

6  in  lieu  thereof  “June  30,  1958”. 

7  Sec.  2.  Subsection  (b)  of  section  303  of  the  Defense 

8  Production  Act  of  1950,  as  amended,  is  hereby  amended 

9  by  striking  out  “June  30,  1963”  and  inserting  in  lieu  thereof 

10  “June  30,  1965”. 

I 


2 


1  Sec.  3.  Subsection  (e)  of  section  710  of  the  Defense 

2  Production  Act  of  1950,  as  amended,  is  hereby  amended  by 

3  adding  at  the  end  thereof  the  following  new  sentence:  ‘‘No 

4  such  person  shall  become  a  member  of  the  executive  reserve 

5  unless  he  has  complied,  to  the  extent  applicable,  with  the  same 

6  7wguire7nents  as  apply  with  respect  to  persons  appoi7ited 

7  under  subsection  (b)  of  this  section. 
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84th  congress 
2u  Session 


H.  R.  9852 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  4, 1956 

Read  twice  and  referred  to  the  Committee  on  Banking  and  Currency 


AN  ACT 

To  extend  the  Defense  Production  Act  of  1950,  as  amended, 

and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  the  first  sentence  of  subsection  (a)  of  section  717  of 

4  the  Defense  Production  Act  of  1950,  as  amended,  is  hereby 

5  amended  by  striking  out  ‘‘June  30,  1956”  and  inserting 
0  in  fieu  thereof  “June  30,  1958”. 

7  Sec.  2.  Subsection  (b)  of  section  303  of  the  Defense 

8  Production  Act  of  1950,  as  amended,  is  hereby  amended 

9  by  striking  out  “June  30,  1963”  and  inserting  in  heu  thereof 
10  ^‘June  30,  1965”. 
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Sec.  3.  Subsection  (e)  of  section  710  of  the  Defense 
Production  Act  of  1950,  as  amended,  is  hereby  amended  by 
adding  at  the  end  thereof  the  following  new  sentence:  “No 
such  person  shall  become  a  member  of  the  executive  reserve 
unless  he  has  complied,  to  the  extent  applicable,  with  the 
same  requirements  as  appty  with  respect  to  persons  appointed 
under  subsection  (b)  of  this  section;  this  sentence  shall  not 
be  construed  as  requiring  any  member  of  the  executive 
reserve  to  file  a  statement  of  changes  in  interests  in  con¬ 
formity  with  the  last  sentence  of  paragraph  (6)  of  sub¬ 
section  (b) 

Sec.  4.  Section  712  of  the  Defense  Production  Act  of 
1950  is  amended  by  adding  at  the  end  thereof  the  following 
new  subsection : 

“(f)  The  Secretary  of  Commerce  shall  make  a  special 
investigation  and  study  of  the  production,  allocation,  dis¬ 
tribution,  use  of  nickel,  of  its  resale  as  scrap,  and  of  other 
aspects  of  the  current  situation  with  respect  to  supply  and 
marketing  of  nickel,  with  particular  attention  to,  among 
other  things,  the  adequacy  of  the  present  sj^stem  of  nickel 
allocation  between  defense  and  civilian  users.  The  Secretary 
of  Commerce  shall  consult  with  the  Joint  Committee  on 
Defense  Production  during  the  course  of  such  investigation 
and  study  with  respect  to  the  progi’ess  achieved  and  the 
results  of  the  investigation  and  study,  and  shall  make  an 
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1  interim  report  on  the  results  of  the  investigation  and  study 

2  on  or  before  July  15,  1956,  and  shall,  on  or  before  Decern- 

3  her  31,  1956,  make  a  final  report  on  the  results  of  such 

4  investigation  and  study,  together  with  such  recommendations 

5  as  the  Secretary  of  Commerce  deems  advisable.  Such  re- 

6  ports  shall  be  made  to  the  Senate  (or  to  the  Secretary  of  the 

7  Senate  if  the  Senate  is  not  in  session)  and  to  the  House  of 

8  Kepresentatives  (or  to  the  Clerk  of  the  House  of  Eepre- 

9  sentatives  if  the  House  is  not  in  session) 

Passed  the  House  of  Representatives  May  31,  1956. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 
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HIGHLIGHTS:  House  passed  bill  to  extend  Defense  Prodyftion  Act,  House  received 
conference  report  on  Interior  anpropriation  bill,  ?^se  passed  farm  credit  bill. 
Senate  passed  Commerce  appropri^ion  bill.  Rep,  A^ir  inserted  Assistant  Secretary 
Butz*  Mnneapolis  speech. 


SEi^ATE 

1,  APPROPRIATIONS.  Passed  mth  amendments  II,  R.''^899,  the  Department  of  Commerce 

and  related  agencies  appropriation  bill  for  195^  (pp.  8397,  Sh07,  8itl2), 

(For  items  relating  to  thiy  Department  see  Dige^72,)  Agreed  to  an  amendment 
by  Sen.  Holland  to  allocaxe  ^650,000  for  a  nation^  intercensal  housing 
survey,  including  city,yt.o'wn,  and  rural  areas  (p.  8^^),  Conferees  were 
appointed  (p,  8ii22), 

Agreed -to  a  un^imous  consent  request  that  the  Ap^opriations  Committee 
be  permitted  to  fi^  reports  during  the  week-end  adjourrmn^nt.  p,  8lt22 

4  / 

2,  VJATER  RIGHTS.  Interior  and  Insular  Affairs  subcommittee^rdered  reported 

with  amendments  to  the  full  committee  S.  863,  to  govern  the  c\itrol,  appropria¬ 
tion,  use,  ajm  distribution  of  water.  It  was  announced  that  tlV  full  committee 
will  cons^er  this  bill  on  June  12,  p,  D551 

3,  PERSONNE^  The  Judiciary  Committee  ordered  reported  S,  37h,  to  provfNa  for  the 
‘exten^on  and  suspension  in  cases  of  statutes  of  limitation  on  false  svrearing 
by  C^ernment  employees  with  respect  to  subversive  activities  and  conne^ions< 
P.>®51 

The  Post  Office  and  Civil  Service  Committee  ordered  reported  without 
lendment  S,  368I,  to  modify  certain  restrictions  mth  respect  to  holding  mo] 
than  one  office  in  the  Federal  Government,  p,  D552 


U,  ELE^IKC  FI  CATION.  Received  from  the  Federal  PoiTer  Coimission  copies  of  two 
its^blications,  "Statistics  of  Electric  Utilities  in  the  U,  S.,  19Sh, 
Priva^ly-Oimed,’'  and  "Typical  Electric  Bills,  Cities  of  50,000  Popula-^^^on 
and  HorH^  Jan,  1,  1956."  p.  8370 

Sen^  Neuberger  and  Golduater  discussed  the  pros  and  cons  of  cq/structing 
the  Hells Xanyon  dam  td.th  public  cr  private  funds,  p.  C376 

VETERANS’  BiiNEKTS.  Sen,  Langer  inserted  a  magazine  article  cri^cizing  the^* 
Bradley  CommisX-on  report  on  veterans’  benefits,  p,  837U 

6,  DAIRYING.  Sen,  Th^  discussed  the  promotion  efforts  of  the  ;i6iry  producers 
to  increase  the  coiWumption  of  dairy  products,  p,  8376 


7.  FOOD  iiND  DRUG;  I5EAT  INSJ^ECTION. 
Gov,  of  N,  C,  commemor 
Meat  Inspection  Acts. 


the 


.8377 


Sen.  Scott  inserted  a  g^Tatement  issued  by  the 

e  Food  and  Drug  and 


8,  POSTAL  RATES.  Sen,  Scott  ir^rted  a  Progressive 
Postal  Rates  Help  EasinessmeiKand  Farmers."  p 


irmer  editorial,  "How  Low 
5378 


9,  LEGISLATIVE  PROGRAM,  Acting  I'ajdsdty  Leader  Siftathers  announced  that  the  fol¬ 
lowing  bills  may  be  taken  up  Hon,\  H,R,  98^,  to  establish  a  fish  hatchery 
in  the  Pisgah  National  Forest,  N,c\  and  ^R,  3255,  to  amend  the  Classifica¬ 
tion  Act  to  preserve  the  rates  of  coX>enj<ation  of  certain  officers  and 
employees,  p,  8l!22 


10.  ADJOURNED  until  Mon,,  June  h.  p,  3b.2I 


lOUSE 


11,  APPROPRIATIONS.  Received  the  inference  reportNon  H,  R,  9390,  the  Interior 

Department  and  related  agencies  appropriation  bfS^  for  1957  (H,  Rept,  2250) 

(pp,  8li26,  8i|.56),  See  atta/ment  for  actions  on  Sprest  Service  items. 

12,  defense  PRODUCTION.  Passed  with  amendments  H,  R,  9852,  to  extend  the  pro¬ 

visions  of  the  Defense  Production  Act  of  1950,  as  amiended,  for  tx^o  years  (June 
30,  1958),  (n,  01)28 )«  The  amendments  agreed  to,  deleted  a  provision*  requiring 
members  of  the  executive  reserve  to  disclose  periodically  their  holdings  and 
provided  for  a  study  and  recommendations  by  the  Commerce  Department  on  the 
nickel  suoply  (p^  8l!.32). 

13,  FARM  CREDIT.  P^sed,  2i;6  to  1;,  mth  amendrfents  H,  R,  10285,  toX-erge  production 

credit  banks^ to  provide  for  retirement  of  Government  capital  ii^Federal 
intermedia!/  credit  banl^s,  and  to  provide  for  supervision  of  prooSption  credit 
associations  (p,  [^[i3ii).  The  amendi'ients  agreed  to,  provided  for  a  t^hnical 
change  ^  the  printing  of  the  bill  and  that  no  surplus  of  a  bank,  reimired 
by  theyFarm  Credit  Act  of  1956,  shall  be  distributed  as  patronage  refolds  or  as 
divi^i^ds  (p,  8W'i[),  ^ 

lii,  TaX/TION.  The  conferees  on  H,  R,  6ll!3,  to  repeal  the  transportation  tax  or 

>6ultry  and  the  tax  on  live  stock  sold  on  account  of  drought,  received  'cermiX* 
^sion  to  file  a  conference  report  by  Fri,  midnight,  p.  8i4l!.7 


Maij  31,  1956 
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TITLE  I - DEPARTMENT  OT  THE  INTERIOR 

search  in  the  utilisation  of  saline  water 
TM^onferees  concur  In  the  statement  of 
the  Ho^e  report  to  the  effect  that  the  $50,000 
reductiolL  In  the  budget  estimate  is  to  apply 
to  the  itelEi  of  administration  and  coordi¬ 
nation. 

tee  of  the  Solicitor 

Amendment  rIo.  1 :  Appropriates  $2,835,000 
as  proposed  by  Senate  Instead  of  $2,800,- 
000  as  proposed  by*tte  House. 

Office  of  Min^als  Mobilization 

Amendment  No.  2:  yStopropriates  $300,000  as 
proposed  by  the  House  i^jstead  of  $225,000  as 
proposed  by  the  Senate. 

Bureau  of  Land  Mdfuagement 

Amendment  No.  3:  Appro^Mlates  $18,369,- 
300  for  management  of  lands>and  resources 
instead  of  $18,000,000  as  proposed  by  the 
House  and  $18,738,600  as  propM^d  by  the 
Senate. 

Amendment  No.  4:  Permits  the  |Surchase 
of  31  passenger  motor  vehicles  as  propped  by 
the  Senate,  instead  of  25  as  proposed  b^the 
House. 

Bureau  of  Indian  Affairs 

Amendment  No.  5:  Appropriates  $50,720,- 
000  for  education  and  welfare  services  as  pro¬ 
posed  by  the  Senate,,  instead  of  $50,700,000  as 
proposed  by  the  House. 

Amendment  No.  6:  Appropriates  $16,200,- 
000  for  resources  management  as  proposed 
by  the  Senate,  instead  of  $16,000,000  as  pro¬ 
posed  by  the  House. 

Amendment  No.  7;  Appropriates  $5,240,000 
for  construction,  instead  of  $4,000,000  as  pro¬ 
posed  by  the  House,  and  $7,740,000  as  pro¬ 
posed  by  the  Senate.  The  conferees  have  ap¬ 
proved  the  construction  program  as  set  forth 
in  the  justifications  and  recognize  the  need 
of  future  appropriations  to  cover .  the  total 
costs. 

Amendment  No.  8:  Reported  In  disagree¬ 
ment. 

Amendment  No.  9:  Permits  the  purchase 
of  290  passenger  motor  vehicles  as  proposed 
by  the  Senate,  instead  of  270  as  proposed  by 
the  House. 

Geological  Survey 

Amendment  No.  10;  Reported  in  disagree¬ 
ment. 

Amendment  No.  11:  Permits  the  purchase 
of  126  passenger  motor  vehicles  as  proposed 
by  the  Senate  Instead  of  100  as  proposed  by 
the  House. 

Bureau  of  Mines 

Amendment  No.  12:  Appropriates  $15,862,- 
750  for  conservation  and  development  of 
mineral  resources,  instead  of  $15,363,000  as^ 
proposed  by  the  House,  and  $17,363,000  B-a 
proposed  by  the  Senate.  Funds  for  mini^ 
research  at  the  oil  shale  plant.  Rifle,  Coloi^o, 
have  been  disallowed.  Of  the  increase  above 
the  House  figure,  $100,000- is  fpr  lab^atory 
research  on  oil  shale  and  shale  oil  at  ^ramie, 
Wyoming. 

National  Park  Service  j 

Amendment  No.  13:  Appropr^es  $11,562, 
000  for  management  and  prc^ction  as  pro¬ 
posed  by  the  Senate,  instead^f  $11,480,000  as 
proposed  by  the  House. 

Amendment  No.  14:  Spikes  out  language 
proposed  by  the  Senat^ which  would  have 
made  the  constructijm  appropriation  im¬ 
mediately  availably 

Amendment  No.^:  Appropriates  $15,250,- 
000  for  constructam  as^roposed  by  the  Sen¬ 
ate,  instead  of  ^,000,000  as  proposed  by  the 
House. 

Amendmeg^  No.  16 :  Reported  in  disagree¬ 
ment. 

Amendofent  No.  17;  Strikes  out  language 
proposej^by  the  Senate  which  would  have 
made  Jne  construction  (liquidation  of  con¬ 
tract  ihuthorization)  appropriation  immedi¬ 
ate!^  available. 

rmendment  No.  18:  Reported  in  disagree- 
6nt. 


Fish  and  'Wildlife  Service 

Amendment  No.  19 :  Appropriates  $10,373,- 
600  for  management  of  resources  as  pro¬ 
posed  by  the  Senate  instead  of  $9,696,000  as 
proposed  by  the  House. 

Amendment  No.  20:  Appropriates  $5,105,- 
000  for  investigations  of  resources  as  proposed 
by  the  Senate  instead  of  $5,065,000  as  pro¬ 
posed  by  the  House. 

■Amendment  No.  21;  Appropriates  $2,471,- 
000  for  construction  as  proposed  by  the  Sen¬ 
ate,  Instead  of  $2,200,000  as  proposed  by  the 
House. 

Amendment  No.  22:  Permits  the  purchase 
of  131  passenger  motor  vehicles  as  proposed 
by  the  Senate  instead  of  97  as  proposed  by 
the  House. 

General  provisions.  Department  of  the 
Interior 

Amendment  No.  23 ;  Strikes  out  House  lan¬ 
guage  limiting  funds  for  informational 
services. 

TITLE  II— RELATED  AGENCIES 

Department  of  Agriculture 
Forest  Service 

Amendment  No.  24:  Appropriates  $44,- 
300,750  for  national  forest  protection  and 
,^management  Instead  of  $41,668,000  as  pro¬ 
posed  by  the  House  and  $46,063,500  as  pro-^ 
I^ed  by  the  Senate.  Of  the  increase  a,boye 
thXnouse  figure,  $250,000  is  for  soil 
wat^  management,  and  $620,000  is  for/re- 
forest^ion. 

Amendment  No.  25 :  Appropriates  $^,000, 
000  for  f^est  research  instead  of  ^350,000 
as  proposeopby  the  House  and  $iq/o50,000  as 
proposed  by'the  Senate. 

Amendm6nt\No.  26;  Inserts^rf  heading,  as 
proposed  by  thX  Senate. 

Amendments  nS|.  27  an<^8:  Reported  in 
disagreement. 

Amendment  No.  29\  .^proprlates  $12,190, 
000  for  state  and  priu^e  forestry  coopera¬ 
tion  instead  of  $11,385^00B  as  proposed  by  the 
House  and  $15,165JTO0  a\  proposed  by  the 
Senate.  An  increi^se  of  $«M,000  above  the 
House  figure  has/been  provi^d  for  coopera¬ 
tion  in  forest/tree  planting'^nd  $310,000 
for  cooperatl^  in  forest  man^ement  and 
processing. 

Nations  Capital  Planning  Comhnssion 

Ameiyiment  No.  30 :  Appropriates  $^00,000 
for  sanies  and  expenses  instead  of  $1M,000 
as  proposed  by  the  House  and  $210,00\as 
pressed  by  the  Senate. 

amendments  Nos.  31-34;  Appropriate 
250,000  for  land  acquisition  as  proposed' 
’’by  the  House,  instead  of  $1,500,000  as  pro¬ 
posed  by  the  Senate  and  provide  for  alloca¬ 
tions  as  proposed  by  the  House. 

Amendment  No.  35 :  Reported  in  disagree¬ 
ment, 

Smithsonian  Institution 

Amendment  No.  36:  Appropriates  $4,425,- 
000  for  salaries  and  expenses,  Smithsonian 
Institution,  as  proposed  by  the  Senate,  in¬ 
stead  of  $4,400,000  as  proposed  by  the  House. 

Amendment  No.  37:  Appropriates  $1,505,- 
000  for  salaries  and  expenses,  National  Gal¬ 
lery  of  Art,  as  proposed  by  the  Senate,  instead 
of  $1,495,000  as  proposed  by  the  House. 

Woodrow  Wilson  Centennial  Celebration 
Commission 

Amendment  No.  38:  Appropriates  $48,500 
as  proposed  by  the  Senate. 

Michael  J.  Kirwan, 

W.  F.  Norrell, 

Alfred  D.  Sieminski, 

Don  Magnuson, 

Clarence  Cannon, 

Ben  F.  Jensen, 

Ivor  D.  Fenton, 

Errett  P.  Scrivner, 

John  Taber; 

Managers  on  the  Part  of  the  House, 


COMMITTEE  ON  FOREIGN  AFF/ 

Mr.  GOREION.  Mr.  Speaker, 
unanimous  consent  that  the  Committee 
on  Foreign  Affairs  may  have  untU^nid- 
night  tomorrow  in  which  to  file  ^ report 
on  the  bill  (H.  R.  10766)  to  authrorize  the 
payment  of  compensation  wr  certain 
losses  and  damages  cause^ by  United 
States  Armed  Forces  ^imring  World 
War  II. 

The  SPEAKER  pro  terfipore.  Is  there 
objection  to  the  reqijiWt  of  the  gentle¬ 
man  from  Illinois? 

There  was  no  ohiwtion. 


PERMISSIQJ^  TO  ADDRESS  THE 
HOUSE 

(Mr.  HplTMAN  of  Michigan  asked 
and  was ^ven  permission  to  address  the 
House  Mr  1  minute  and  to  revise  and  ex¬ 
tend  ^s  remarks  and  include  a  news- 
pap^  article  and  that  his  remarks  be 
printed  at  the  close  of  the  legislative 
piT)gram  today.) 

TRAFFIC  DEATHS 

(Mrs.  ROGERS  of  Massachusetts 
asked  and  was  given  permission  to  ad¬ 
dress  the  House  for  1  minute  and  to  re¬ 
vise  and  extend  her  remarks  and  include 
extraneous  matter.) 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Speaker,  we  are  all  horrified  at  the  num¬ 
ber  of  deaths  on  the  highways.  There 
is  no  doubt  that  death  stalks  the  high¬ 
ways  today,  and  it  seems  to  me  we  do 
very  little  about  it  except  talk.  I  am 
wondering  if  life  has  become  cheap 
as  it  is  in  Russia.  I  have  introduced  a 
resolution  which  creates  a  select  com¬ 
mittee  to  report  back  to  the  Congress  on 
methods  and  means  that  can  be  used  to 
prevent  such  deaths.  Other  resolutions 
have  been  introduced,  but  little  comes  of 
them.  A  woman  was  killed  outside  of 
my  house,  and  for  over  a  year  signs  were 
put  up  authorizing  25  miles  an  hour  as 
the  speed  limit,  but  they  have  paid  no 
attention  to  it.  It  is  just  as  bad  as  it 
was  before.  We  celebrated  Memorial 
Day  atnd  dedicated  our  lives  to  the  pro¬ 
tection  of  our  soldiers  and  our  country. 

.seems  that  the  least  we  can  do  is  to 
se^hat  in  peaceful  pursuits  and  in  busi- 
nes^ursuits  more  people  are  protected 
and  children  are  safe. 

The  ^solution  referred  to  is  as  fol¬ 
lows; 

louse  Resolution  519 

Whereas  t»e  Nation  is  witnessing  a  ter¬ 
rible  increase  na  the  number  of  traffic  acci¬ 
dents  occurring\n  its  highways  which  must 
be  abated :  Theref^e,  be  it 

Resolved,  That  ^re  is  hereby  created  a 
select  committee  ^  be  composed  of  7 
Members  of  the  Hous^f  Representatives  to 
be  appointed  by  the  Sp^ker,  1  of  whom  he 
shall  designate  as  chairn^n.  Any  vacancy 
occurring  in  the  memberatip  of  the  com¬ 
mittee  shall  be  filled  in  tl\  same  manner 
in  which  the  original  appointn^nt  was  made. 

The  committee  is  authorized^nd  directed 
to  conduct  a  full  and  complete  ilS^estigation 
and  study  to  determine  means  \jhich  are 
feasible  and  necessary  to  promote  inaximum 
safety  on  the  highways  of  the  Nati^. 

The  committee  shall  report  to  the  l^use 
(or  to  the  Clerk  of  the  House  if  the  H^so 
i.<i  not  in  session)  as  soon  as  practicable  dt 
ing  the  present  Congress  the  results  of  its 
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iXtigation  and  study,  with  such 


recokamendations  as  it  d^ms 

For^he  purpose  of  carrying  out  this  reso¬ 
lution's  committee,  or  any  subcommittee 
thereof  ^thorized  by  the  committee  to  hold 
hearings,  reauthorized  to  sit  and  act  during 
the  preseriK  Congress  at  such  times  and 
places  withimthe  United  States,  its  Terri¬ 
tories,  and  po\essions,  whether  the  House 
is  in  session,  haA.jecessed.  or  has  adjourned, 
to  hold  such  heanngs,  and  to  require,  by 
subpena  or  otherirae,  the  attendance  and 
testimony  of  such  w^iesses  and  the  produc¬ 
tion  of  such  books,  reWds,  correspondence, 
memoranda,  jiapers,  and  documents,  as  it 
deems  necessary.  Subpei^^  may  be  issued 
under  the  signature  of  th^hairman  of  the 
committee  or  any  member  \f  the  commit¬ 
tee  designated  by  him,  and  mV  be  served  by 
any  person  designated  by  siVi  chairman 
or  member. 

Mr.  Speaker,  the  clergymen  ift^assa- 
chusetts  are  making  constant  statements 
of  caution  to  prevent  accidents  ^the 
highways,  and  also  the  press,  but  ^ci- 
dents  and  deaths  continue. 

The  following  are  the  statistics  ol 
highway  deaths  and  injuries  furnished' 
by  Department  of  Commerce,  Bureau  of 
Public  Roads: 

Deaths  in  1955; 

January _  2,  820 

February _  2,  300 

March _  2,  640 

April _  2,  740 

May _  3.  050 

jJune _  2,  980 

July _  3,  400 

August _  3,  530 

September _  3,  400 

October _  3,880 

November _ 3,  600 

December _  3,  96 

Total _ 38,: 

Source  of  above  figures:  Public  Sa^ty, 
magazine  published  by  the  National  Sjtfety 
Council,  June  1956  issue,  page  32. 

Injuries  in  1955:  Total  on  record  fjfr  year 
1955,  1,039,126. 

(These  figures  include  32  States  And  the 
District  of  Columbia.  Not  broken  ^wn  into 
months  as  some  States  do  not  repOTt  month¬ 
ly  figures,  and  only  32  States  reputing.) 

Source  of  above  figures :  PubliySafety,  May 
1956  issue,  page  36. 


MILITARY  personnel/claims  ACT 
OP  1945> 

Mr.  FORRESTER.  /Mr.  Speaker,  I 
call  up  the  conference^eixirt  on  the  bill 
(H.  R.  3996)  to  furtMr  amend  the  Mil¬ 
itary  Personnel  Claims  Act  of  1945,  and 
ask  unanimous  cogent  that  the  state¬ 
ment  of  the  manaarers  on  the  part  of  the 
House  be  read  in/ieu  of  the  report. 
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the  title  of  the  bill, 
pro  tempore.  Is  there 
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see  proceadings  of  the  House  of  May  28, 
1956.) 

The  /Speaker  pro  tempore.  The 
question  is  on  the  conference  report. 
Th^ conference  report  was  agreed  to. 
lotion  to  reconsider  was  laid  on  the 

tab/ 


EXTENSION  OP  REMARKS 
Mr.  HOFFMAN  of  Michigan.  Mr. 

unanimous  consent  to 


print  certain  charts  and  tables 
remarks  that  were  printed  in  the 
on  last  Tuesday.  I  neglected  to 
mission  at  that  time. 

The  SPEAKER  pro  tempore.  /Is  there 
objection? 

There  was  no  objection 

RIVALRY  IN  THE  MtLITARY 
SERVICES 

(Mr.  SIKES  asked  was  granted 
permission  to  address  /he  House  for  1 
minute  and  to  revise  q/id  extend  his  re¬ 
marks.) 

Mr.  SIKES.  Mr/Speaker,  I  do  not 
share  in  the  concern  which  has  been  ex¬ 
pressed  in  many  quarters  about  rivaliT 
between  the  miliary  services.  I  do  not 
base  this  stat^ent  on  conjecture  or 
hearsay.  The  Defense  Subcommittee  on 
Appropriation^  of  which  I  am  a  member, 
has  held  heai^gs  on  this  matter  follow¬ 
ing  disclosures  of  conflicting  views  in 
and  out  of  me  services.  Those  hearings 
.have  showii  a  healthy  rivalry  in  new  and 
iportantrfields.  America  is  developing 
nxw  weapons  and  new  techniques.  Of 
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th' 
fiel 
doubt’ 
Yet, 
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ne  is  more  important  than  the 
'guided  missiles.  There  is  serious 
,hat  America  is  ahead  in  this  field 
one  race  that  we  cannot  afford 
The  most  dangerous  thing  to 


'Speaker,  l  ask 


th^  peace'Vf  the  world  would  be  Soviet 
supremacy  na  the  field  of  guided  missiles. 

is  becauseNof  this  fact  that  I  am  not 
listurbed  by  iTvali'y  within  the  services 
/'for  progress  ancrcrestige  in  the  develop¬ 
ment  of  guided  n^ssiles  and  other  new 
weapons  and  techrViues.  While  I  am 
convinced  there  is  mjt  serious  overlap¬ 
ping,  I  could  even  c^done  a  certain 
overlapping  and  duplic^ion  if  it  would 
help  to  insure  that  AmVica  will  stay 
abreast  and  eventually  su^^^s  all  other 
powers  in  these  fields.  We  ^not  under 
any  circumstances  want  military  services 
whose  leaders  simply  “go  along\instead 
of  fighting  vigorously  for  theiX  view¬ 
points  and  for  the  most  rapid  deXlop 
ment  of  the  weapons  which  may  r^an 
the  difference  between  success  or  failate 
in  future  conflicts. 

EXTENSION  OF  DEFENSE 
PRODUCTION  ACT  ' 

Mr.  MADDEN.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules,  I  call 
up  the  resolution  (H.  Res.  505)  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  resolution,  as 
follows: 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill 
(H.  R.  9852)  to  extend  thd  Defense  Produc¬ 
tion  Act  of  1950,  as  amended,  and  for  other 
purposes.  After  general  debate,  which  shall 
be  confined  to  the  bill,  and  shall  continue 
not  to  exceed  1  hour,  to  be  equally  divided 
and  controlled  by  the  chairman  and  ranking 
minority  member  of  the  Committee  on 
Banking  and  Currency,  the  bill  shall  be 
read  for  amendment  under  the  5-mlnute 
rule.  At  the  conclusion  of  the  consideration 
of  the  bill  for  amendment,  the  Committee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted,  and  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and  amend¬ 
ments  thereto  to  final  passage  without  inter- 


SE  May  31 

vening  motion  except  one  motion  to  recom¬ 
mit. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Indiana  [Mr.  Madden] 
is  recognized  for  1  hour. 

(Mr.  MADDEN  asked  and  was  granted 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MADDEN.  Mr.  Speaker,  I  call  up 
this  resolution  which  makes  in  order 
consideration  of  the  bill  H.  R.  9852, 
which  is  an  extension  of  the  Defense 
Production  Act  of  1950. 

The  resolution  provides  for  an  open 
rule  and  1  hour  of  general  debate  on 
the  bill. 

H.  R.  9852  as  reported  from  the  Com¬ 
mittee  on  Banking  and  Currency  with 
amendment,  extends  the  Defense  Pro¬ 
duction  Act  of  1950  for  2  additional 
years  until  June  30,  1958,  and  would 
make  the  same  2 -year  extension  in  the 
authority  to  purchase  strategic  mate¬ 
rials  under  section  303  of  the  act. 

The  bill  would  continue  the  priorities 
and  allocation  authority  which  is  im¬ 
portant  to  the  procurement  programs  of 
the  Department  of  Defense  and  the 
Atomic  Energy  Commission.  This  is  ac¬ 
complished  by  requiring  producers  of 
steel,  copper,  and  aluminum  to  set  aside 
certain  percentages  of  their  production 
for  the  filling  of  defense  orders  which 
are  given  preference  in  delivery. 

Authority  for  lending  and  loan  guar¬ 
anties  to  provide  incentives  to  expand 
productive  capacity  are  also  continued 
by  the  extension  of  the  act,  as  well  as 
the  procurement  authority.  Through 
these  means  the  threat  of  wartime 
shortages  of  strategic  and  critical  mate¬ 
rials  is  reduced. 

The  committee  amendment  to  the  bill 
pertains  to  persons  who  are  trained  un¬ 
der  the  executive  reserve  program  of  the 
agencies  having  mobilization  responsi¬ 
bilities,  as  set  up  in  the  Defense  Pro¬ 
duction  Act  of  1955.  It  provides  that 
these  trainees  will  be  required  to  file  the 
same  statement  of  financial  interests  as 
persons  who  serve  in  the  Government 
without  compensation. 

The  committee  report  complies  with 
the  Ramseyer  rule  and  I  urge  the  adop¬ 
tion  of  House  Resolution  505  so  the 
House  may  proceed  to  the  consideration 
of  H.  R.  9852. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time,  and  I  now  yield  30  minutes  to 
the  gentleman  from  New  York  [Mr. 
Keating]. 

Mr.  BEATING.  Mr.  Speaker,  there 
are  no  requests  for  time  on  this  side. 
There  is  no  objection  to  this  bill.  I  yield 
back  the  remainder  of  my  time. 

Mr.  MADDEN.  Mr.  Speaker,  I  yield  1 
minute  to  the  gentleman  from  Georgia 
[Mr.  Preston]. 

Mr.  PRESTON.  Mr.  Speaker,  some  2 
weeks  ago  I  invited  the  attention  of  this 
House  to  the  grave  hardships  being 
worked  on  our  rural  citizens  by  the  clos¬ 
ing  of  rural  post  offices  and  the  curtail¬ 
ment  of  mail  service.  You  may  recall 
that  I  cited  figures  to  demonstrate  that 
the  post-office  closings  in  the  name  of 
economy  save  less  than  two-tenths  of  1 
percent  of  the  Post  Office  budget.  This 
minute  saving  is  made  at  the  expense  of 
tremendous  hardship  on  millions  of 
American  farm  families. 
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Since  my  statement  of  2  weeks  ago,  I 
have  obtained  certain  official  facts  and 
figures  that  show  this  curtailment  of 
rural  mail  service  to  be  even  more  shock¬ 
ing  than  was  apparent  at  that  time. 

Mr.  Speaker,  official  figures  reveal  that 
in  many  instances  the  closing  of  rural 
post  offices  did  not  result  in  any  saving 
whatever,  but  instead  caused  sizable  in¬ 
creases  in  the  cost  to  the  Department  for 
the  mail  service  that  was  substituted. 

In  my  own  State  of  Georgia  the  official 
figures  reveal  that  in  no  less  than  11 
instances,  the  closing  of  small  post  offices 
resulted  in  increased  expenses  to  the 
Post  Office  Department. 

Let  me  illustrate  by  two  specific  exam¬ 
ples  in  the  First  District  of  Georgia, 
which  I  have  the  honor  to  represent  in 
this  body. 

Let  me  cite  the  case  of  Ogeechee,  Ga., 
in  Screven  County.  With  loud  protesta¬ 
tions  of  economy,  the  Post  Office  Depart¬ 
ment  closed  this  small  post  office  last 
year.  In  so  doing  the  Department 
ignored  my  emphatic  protests  of  this  ac¬ 
tion,  and  the  Post  Office  Department 
callously  disregarded  the  pleas  and  peti¬ 
tions  of  the  post  office  patrons  of  this 
fine  community. 

Mr.  Speaker,  let  me  tell  you  what  the 
result  of  this ,  so-called  economy  move 
lld,S  b6GIl« 

Officiai  Post  Office  Department  figures 
show  that  the  cost  of  providing  mail 
service  to  the  patrons  of  the  Ogeechee 
Post  Office  is  $4,000  a  year  more  since  the 
post  office  was  closed. 

Is  not  this  incredible?  The  Post 
Office  Department  deprives  the  com¬ 
munity  of  Ogeechee  of  its  post  office  in 
the  name  of  economy.  Then  the  inade¬ 
quate  rural  route  service  with  which 
they  replace  the  post  office  costs  $4,000 
more  than  the  cost  of  maintaining  the 
post  office. 

Mr.  Speaker,  I  just  wonder  if  the  many 
highly  press-agented  economies  that  the 
Eisenhower  administration  claims  are  as 
costly  to  the  taxpayers  as  closing  the 
post  office  at  Ogeechee,  Ga. 

As  briefly  as  possible,  let  me  invite  at¬ 
tention  to  another  so-called  economy 
move  in  my  district. 

After  my  repeated  protests  the  De¬ 
partment  closed  the  post  office  at  Wood- 
cliff,  Ga.,  again  in  Screven  County. 

Here,  official  figures  reveal,  the  rural 
mail  route  service  substituted  for  the 
post  office  at  Woodcliff  which  had  served 
these  patrons  so  many  years,  cost  the 
taxpayers  $6,000  more  than  did  the  op¬ 
eration  of  the  post  office  which  they 
closed. 

Let  me  remind  you  that  there  were 
nine  other  instances  in  the  State  of 
Georgia  alone  in  which  the  cost  of  the 
service  substituted  for  the  discontinued 
post  office  amounted  to  more  than  the 
cost  of  operation  of  the  post  office  that 
was  closed. 

Mr.  Speaker,  these  figures  conclusively 
demonstrate  that  in  many  instances  the 
claims  of  savings  in  closing  rural  post 
offices  are  nothing  less  than  direct  mis¬ 
representation  of  the  facts. 

You  may  recall  that  in  my  earlier  re¬ 
marks  I  cited  figures  from  the  official 
hearings  and  a  statement  by  Mr.  Nor¬ 
man  R.  Abrams,  the  Assistant  Post¬ 


master  General,  to  demonstrate  that  the 
so-called  savings  effected  by  depriving 
millions  of  our  rural  citizens  of  adequate 
postal  service  amounted  to  less  than 
two-tenths  of  1  percent  of  the  annual 
budget  of  the  Post  Office  Department. 

I  quoted  Mr.  Abrams  to  show  that  the 
closing  of  more  than  3,000  post  offices 
resulted  in  a  saving  of  only  $4,267,000. 
We  all  know  that  the  1957  Post  Office 
Department  budget  is  $3  billion. 

Let  me  reemphasize  that  the  hard¬ 
ships  worked  on  our  rural  citizens  by 
this  curtailment  of  mail  service  far  out¬ 
weighs  the  alleged  savings  by  the  Post 
Office  Department.  It  is  my  conviction 
that  the  needs  of  the  people  should  be 
the  paramount  consideration  in  provid¬ 
ing  mail  service. 

The  Post  Office  Department  was  not 
established  as  a  profit-making  agency. 

Certainly,  I  agree  that  the  Post  Office 
Department  and  all  Government  depart¬ 
ments  should  be  operated  on  a  basis  of 
strict  economy.  But  when  the  Congress 
establishes  a  needed  service  agency  and 
provides  the  funds  for  its  operation,  it 
should  be  operated  for  the  benefit  of  the 
American  public. 

We  Members  of  the  House  are  much 
more  aware  of  the  needs  of  our  constitu¬ 
ents  than  are  Republican  appointees  out 
to  make  a  record  of  economy  regardless 
of  the  disaster  worked  on  the  rank  and 
file  Americans. 

It  is  deplorable  the  way  in  which  this 
administration  has  ignored  the  sincere 
recommendations  of  Democratic  Mem¬ 
bers  regarding  postal  service.  No  less 
than  40  times  have  I  written  sti’ong  pro¬ 
tests  against  the  closing  of  rural  post 
offices.  But  my  protests,  except  for 
minor  exceptions  have  gone  unheeded. 

My  40  written  protests  were  supple¬ 
mented  by  personal  appeals  to  the  Post 
Office  officials  time  after  time.  Again, 
my  efforts  in  behalf  of  my  rural  constitu¬ 
ents  were  in  vain. 

Sure,  some  type  of  rural  mail  service 
was  substituted  in  most  instances.  But 
rural  routes  were  lengthened  beyond  all 
reason.  Mail  was  delayed.  In  all  too 
many  instances,  rural  subscribers  to  daily 
papers  received  their,  newspapers  a  full 
day  after  publication. 

Are  not  our  rural  residents  as  much  en¬ 
titled  to  current  news  as  their  city 
cousins?  It  is  my  conviction  that  they 
are. 

You  know  that  excessively  long  routes 
inevitably  result  in  delayed  mail  service. 
This  is  not  mere  inconvenience.  This  re¬ 
sults  in  direct  hardships  on  millions  of 
Americans. 

Picture  the  plight  of  a  rural  housewife 
who  has  ordered  some  necessary  article 
from  a  store  or  mail-order  house  in  the 
city.  It  is  likely  that  the  package  is  de¬ 
livered  c.  o.  d.  What  must  she  do?  She 
must  walk  to  the  mail  box,  and  there  wait 
vmtil  the  rural  carrier  arrives  so  that  she 
may  make  payment  for  her  pm-chase. 

When  that  carrier  is  delayed  beyond 
his  usual  time,  which  is  all  too  often  the 
case  on  lengthy  routes,  she  must  wait  for 
lengthy  periods.  Frequently  she  must 
keep  her  vigil  in  bad  weather. 

Mr.  Speaker,  should  this  hardship  be 
worked  upon  the  citizens  of  the  richest 
country  in  the  world?  Should  our  rural 


citizens  be  deprived  of  the  prompt  mail 
service  that  is  the  symbol  of  every  civi¬ 
lized  country  in  the  world? 

I  think  not.  It  is  my  conviction  that 
our  rural  citizens  are  as  much  entitled  to 
prompt  mail  service  as  are  the  residents 
of  our  cities. 

It  is  not  just  the  protests  of  a  single 
Democratic  Congressman  that  go  un¬ 
heeded.  This  arrogant  Republican  Post 
Office  Department  treats  the  highest 
ranking  officials  of  this  House  in  a  most 
cavalier  fashion. 

Last  September  the  esteemed  chairman 
of  our  Committee  on  Post  Office  and  Civil 
Service  directed  the  Postmaster  General 
to  desist  closing  these  rural  post  offices 
until  the  committee  could  complete  an 
inquiry  into  the  effect  of  this  practice  on 
rural  Americans. 

These  instructions  from  our  committee 
chairman  were  blithely  ignored. 

Mr.  Speaker,  I  repeat  my  protest  of 
several  days  ago.  We  have  seen  the  cal¬ 
lousness  with  which  this  administration 
regards  our  farmers  as  concerns  the  bil¬ 
lions  of  dollars  they  have  lost  because  of 
falling  farm  prices. 

Must  we  Members  of  the  House  submit 
to  the  conscienceless  policy  of  the  Post 
Office  Department  in  depriving  our  rui’al 
citizens  of  adequate  mail  service? 

I  say  “No.”  Let  us  take  measures  to 
restore  adequate  rural  postal  service 
without  further  delay. 

I  pledge  to  the  proper  committees  of 
this  House  my  warmest  and  most  vigor¬ 
ous  support  for  measures  that  will  once 
again  provide  adequate  mail  service  to 
the  forgotten  Americans  of  the  Eisen¬ 
hower  administration,  the  farm  families 
of  our  great  country. 

(Mr.  PRESTON  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MADDEN.  Mr.  Speaker,  I  move 
the  previous  question  on  the  resolution. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

Mr.  SPENCE.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.  R.  9852)  to  extend  the 
Defense  Production  Act  of  1950,  as 
amended,  and  for  other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.  R.  9852,  with 
Mr.  Preston  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule,  the 
gentleman  from  Kentucky  [Mr.  Spence! 
will  be  recognized  for  30  minutes,  and 
the  gentleman  from  Michigan  [Mr. 
WOLCOTT]  for  30  minutes. 

The  gentleman  from  Kentucky  is  rec¬ 
ognized. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
myself  7  minutes. 

Mr.  Chaii-man,  this  bill  would  extend 
from  June  30,  1956,  to  June  30,  1958,  the 
Defense  Production  Act  of  1950, 
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The  Defense  Production  Act  was 
passed  to  cooi-dinate  our  economic  power 
in  the  interest  of  our  national  security. 
It  has  sei-ved,  I  think,  a  very  good  pur¬ 
pose,  and  while  it  may  be  criticized  on 
the  ground  that  some  of  its  functions 
have  not  been  exercised  as  they  should 
have  been,  certainly  there  is  no  Member 
of  Congress  who  would  consider  not  ex¬ 
tending  this  act.  By  its  power  of  alloca¬ 
tions  and  priorities  it  has  directed  the 
economic  power  and  the  productive 
activities  of  the  United  States  in  the 
direction  of  national  defense. 

Its  puiTose  was  to  stimulate  all  of  the 
productive  activities  and  direct  them  in 
the  lines  that  are  essential  for  our  secu¬ 
rity.  Its  purpose  was  also  to  stimulate 
and  expand  the  smaller  plants  whose 
production  amounts  to  a  great  deal  with 
reference  to  the  national  production  and 
whose  stimulation  means  much  to  the 
strengthening  of  the  economy  of  our 
Nation. 

This  is  the  fifth  time  this  act  has  been 
extended.  There  was  some  effort  in  the 
committee  to  extend  it  for  1  year  in  order 
that  it  might  be  reexamined  every  year. 
We  have  the  Joint  Committee  on  De¬ 
fense  Production,  the  watchdog  com¬ 
mittee,  whose  duty  it  is  to  investigate 
and  keep  in  touch  with  the  activities  of 
this  agency  and  report  to  the  Congress. 

I  do  not  think  the  argiunent  that  we 
should  extend  it  for  only  1  year  because 
it  should  be  investigated  annually  is 
sound.  Through  this  committee  we  are 
in  constant  touch  with  the  agency’s  ac¬ 
tivities.  I  think  that  a  1-year  extension 
might  also  be  considered  by  the  enemies 
of  free  government  as  an  indication  that 
we  are  weakening  our  efforts  to  preserve 
our  liberties  and  our  way  of  life. 

This  bill  comes  to  you  with  only  one 
amendment.  There  is  in  the  agency  an 
organization  that  works  without  pay — 
the  woe’s.  They  are  businessmen 
drawn  from  various  industries  and  are 
usually  men  of  wealth  who  have  large 
holdings  in  various  enterprises.  They 
are  required  to  divulge  their  interests 
and  business  associations.  The  good 
man  actuated  solely  by  patriotic  motives, 
I  am  sure,  would  be  willing  to  make  these 
disclosures.  For  where  a  man’s  treasure 
is  there  his  heart  is  also.  No  man  can 
serve  two  masters.  I  do  not  sympathize 
with  those  who  say  that  we  should  not 
subject  these  gentlemen  w'ho  come  here 
to  help  their  country  to  any  inquisitorial 
investigation  as  to  their  holdings.  I 
think  they  ought  to  be  glad  to  tell  what 
their  holdings  are  in  order  that  we  might 
know  whether  or  not  they  have  any  in¬ 
terest  in  conflict  with  the  interests  of  the 
Government.  Certainly  that  does  not 
demean  them  at  all.  It  is  often  spoken 
of  as  though  it  might  be  a  reflection  on 
them.  It  is  not  a  reflection  on  an  honest 
man  to  put  him  under  bond  for  the 
faithful  discharge  of  his  duties  in  con¬ 
nection  with  the  handling  of  money.  I 
never  heard  of  anybody  making  that 
argument.  It  is  essential  that  they 
should  divulge  their  interests.  There  is 
another  group  known  as  Executive  Re¬ 
serves.  They  are  trainees  for  contem¬ 
plated  future  service  in  the  agency. 
These  are  the  men  who  might  in  the 
future  be  called  upon  for  advice.  In 


this  bill  there  is  also  an  amendment  re¬ 
quiring  the  Executive  Reserves  as  well 
as  the  woe’s  to  divulge  their  interests 
and  holdings.  I  am  informed  that  there 
will  be  an  amendment  offered  to  this 
amendment  which  will  require  the  Ex¬ 
ecutive  Reserves  to  make  but  one  dis¬ 
closure  and  would  relieve  them  from 
making  periodic  disclosures  as  required 
in  this  bill  as  reported.  I  hope  that  the 
amendment  exempting  the  Executive 
Reserves  from  periodic  disclosures  will 
be  agreed  to,  and  that  this  bill  as  so 
amended  will  pass. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Kentucky  has  expired. 

Mr.  WOLCOTT.  Mr.  Chairman,  I 
have  no  requests  for  time  at  this  time. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  New 
York  [Mr.  MulterI. 

Mr.  MULTER.  Mr.  Chairman,  there 
is  no  doubt  that  this  law  must  be  ex¬ 
tended.  There  is  doubt,  however,  as  to 
whether  or  not  it  should  be  extended 
for  1  year  or  for  2  years. 

In  that  connection,  our  distinguished 
chairman  has  already  indicated  to  you 
that  we  do  have  a  Joint  Committee  on 
Defense  Production  that  is  supposed  to 
pay  attention  to  the  matters  that  are 
covered  by  this  bill  all  the  year  around. 
I  am  certain  they  are  doing  the  best  they 
can  and  will  call  to  the  attention  of  our 
committee  and  the  Congress  any 
changes  requiring  our  attention  that 
may  occur,  whether  the  law  is  extended 
for  1  year  or  for  2  years. 

Mr.  Chairman,  I  want  to  take  a  min¬ 
ute  or  two  to  call  the  attention  of  the 
committee  to  the  fact  that  althouugh 
we  do  have  a  good  law  here  and  a  law 
that  must  be  extended,  and  that  we  do 
have  a  Joint  Committee  on  Defense  Pro¬ 
duction  that  is  inquiring  about  its  op¬ 
eration,  in  the  administrative  part  of 
our  Government,  this  law  and  the  prob¬ 
lems  presented  by  its  operation  and  its 
administration  are  not  getting  the  kind 
of  serious  attention  that  they  deserve 
and  require. 

In  asking  for  the  extension  of  the 
law,  the  executive  department  neces¬ 
sarily  takes  the  position  that  we  are 
still  in  a  state  of  emergency;  that  we  still 
require  constant  attention  to  the  mat¬ 
ters  that  may  bring  about  a  much  woi'se 
situation  internationally  than  exists  to¬ 
day.  Yet,  when  we  ask  the  heads  of  the 
departments  that  come  before  us  as  to 
what  they  are  doing,  they  tell  you  that 
they  are  studying  and  worrying  and 
studying.  When  you  seek  details,  you 
find  that  they  are  almost  completely  ig¬ 
noring  the  matter. 

Not  the  least  of  these  problems  pre¬ 
sented  under  this  Defense  Production 
Act  is  the  matter  of  scarce  materials, 
and  one  of  those  materials  is  steel  scrap, 
another  is  nickel.  Despite  the  fact  that 
we  have  had  an  alaianing  increase  in 
price,  and  an  alarming  increase  in  the 
amount  of  exports,  we  still  are  unable 
to  get  from  the  executive  department 
any  factual  report  as  to  what  the  situa¬ 
tion  is  or  what  they  intend  to  do  about 
it  or  what  they  should  do  about  it. 

We  have  a  similar  situation  as  to 
standby  controls.  Everybody  in  the  ex¬ 
ecutive  department  that  comes  before 
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our  committee  admits  that  in  the  event 
the  current  emergency  should  develop 
into  hostilities  or  in  the  event  of  an  at¬ 
tack,  or  in  the  event  of  war,  we  would 
have  to  have  control  legislation.  De¬ 
spite  that,  no  one  in  the  executive  de¬ 
partment  has  given  any  serious  consid¬ 
eration  to  what  such  a  law  should  pro¬ 
vide,  what  regulations  will  be  needed  for 
implementation,  how  the  law  should  be 
executed  and  administered.  They  will 
tell  you  we  do  not  need  any  standby 
controls  on  the  books  now.  Mind  you, 
standby  controls  are  not  something  that 
you  put  on  the  books  and  make  effective 
immediately,  but  a  standby  control  law  is 
one  which  would  be  enacted  by  the  Con¬ 
gress,  but  made  effective  by  the  Presi¬ 
dent  if  the  Congress  was  not  in  session 
or  by  the  Congress  simultaneously  with 
a  declaration  of  war  if  that  should  come, 
and  we  all  hope  it  will  not  come. 

Nevertheless,  nobody  in  the  executive 
department  is  prepared  to  say  to  any 
Member  of  the  Congress,  “In  the  event 
of  an  emergency  happening  tomorrow, 
we  are  prepared  to  submit  to  you  a  pro¬ 
posed  bill  which  will  cover  the  situation 
adequately.’’  They  tell  you  that  they 
are  aware  of  the  situation,  but,  as  was 
said  by  Secretary  Weeks,  when  he  ap¬ 
peared  before  our  committee,  the  best 
he  could  tell  us  was,  and  I  quote : 

Like  all  matters  relating  to  preparedness 
and  defense  establishment,  these  things — 

Meaning  standby  control  legislation — 
come  up  from  time  to  time,  but  I  never  re¬ 
call  having  seriously  considered  standby 
controls. 

I  think  that  is  a  very  sad  reflection 
upon  the  executive  department  of  our 
Government  when  things  of  this  kind 
have  not  had  serious  consideration  by 
the  men  who  are  charged  with  the  duty 
of  giving  their  time  and  attention  to 
these  very  important  matters. 

Mr.  GROSS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man. 

Mr.  GROSS.  Did  the  gentleman  say 
whether  he  is  going  to  offer  an  amend¬ 
ment  to  limit  the  extension  to  1  year? 

Mr.  MULTER.  I  did  not  mention  that 
fact.  I  was  told  that  someone  would 
offer  such  an  amendment.  I  do  not 
intend  to  offer  the  amendment  to  limit 
it  to  1  year  because  of  the  representation 
to  us  by  the  distinguished  chairman  of 
our  committee  and  by  the  distinguished 
gentleman  from  Georgia  [Mr.  Brown] 
who  is  chairman  of  the  Joint  Committee 
on  Defense  Production,  that  they  will 
continue  to  give  close  attention  to  this 
matter.  Therefore,  I  personally  do  not 
intend  to  offer  an  amendment  limiting 
the  extension  to  1  year  instead  of  2 
years.  I  would  support  such  an  amend¬ 
ment  if  it  were  offered. 

Mr.  GROSS.  An  amendment  to  limit 
it  to  1  year? 

Mr.  MULTER.  Yes.  That  would  au¬ 
tomatically  bring  the  matter  before  the 
next  Congress,  in  the  first  session  of  that 
Congress. 

Mr.  GROSS.  I  thank  the  gentleman. 

Mr.  WOLCOTT.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentleman  from 
Ohio  [Mr.  Oliver  P.  Bolton], 
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[Mr.  OLIVER  P.  BOLTON  addressed 
the  Committee.  His  remarks  will  appear 
hereafter  in  the  Appendix.] 

(Mr.  VANIK  (at  the  request  of  Mr. 
Spence)  was  given  permission  to  ex¬ 
tend  his  remarks  at  this  point  in  the 
Record.) 

Mr.  VANIK.  Mr.  Chairman,  it  is  with 
certain  misgivings  that  I  support  H.  R. 
9852,  the  extension  of  the  Defense  Pro¬ 
duction  Act  for  2  years. 

A  reappraisal  of  the  Defense  Produc¬ 
tion  Act  is  long  overdue.  The  wide-scale 
economic  effect  of  the  activities  of  this 
important  function  should  be  carefully 
scrutinized.  The  administration  of  this 
law  has  gone  far  beyond  its  originally 
stated  concepts.  Defense  mobilizing  is 
used  in  our  economy  to  prop  up  sagging 
conditions  in  various  businesses  and 
industries. 

In  the  stockpiling  of  strategic  metals, 
the  emphasis  seems  to  be  on  the  estab¬ 
lishment  of  a  program  of  price  supports 
for  certain  mining  industries.  The  need 
for  a  price-support  program  for  the 
development  of  a  domestic  metals  in¬ 
dustry  may  be  justified,  but  the  kind  of 
activity  should  bear  a  proper  label  and 
should  not  be  classified  as  “production 
for  defense.” 

It  is  high  time  to  calculate  the  cost 
of  the  accelerated  amortization  program 
and  to  determine  whether  there  is  a 
more  efficient  way  to  create  productive 
facilities  in  the  interests  of  national 
defense.  Defense  Mobilizer  Flemming 
testified  that  tax  certificates  have  al¬ 
ready  been  granted  to  the  extent  of  $18 
billion  or  60  percent  of  the  cost  of  ex¬ 
panded  facilities.  In  view  of  the  fact 
that  these  certificates  have  been  granted 
at  a  high-income  period,  it  may  be  as¬ 
sumed  that  a  good  portion  of  the  cost 
of  this  expansion  would  have  otherwise 
flowed  to  Government  a'  taxable  income. 
Dr.  Flemming  stated  he  did  not  know 
whether  it  would  have  cost  less  for  the 
Government  to  have  collected  the  taxes 
due  and  paid  for  the  expanded  facilities 
on  a  direct  contract  basis. 

The  recent  wide-scale  grant  of  quick 
depreciation  certificates  for  expansion 
of  power  facilities  is  certainly  question¬ 
able.  Most  public  utilities  already  oper¬ 
ate  on  a  cost-plus  basis.  The  tax  amor¬ 
tization  certificates  were  granted  in 
many  cases  where  expansion  would  have 
been  undertaken  without  them.  The 
granting  of  these  certificates  constitutes 
a  needless  bonus  to  this  large  and  power¬ 
ful  industry. 

The  use  of  mineral  price  supports  and 
“quickie”  tax  amortizaton  to  prop  up 
segments  of  our  industrial  life  over  and 
beyond  the  requirements  of  national  de¬ 
fense  are  in  the  nature  of  wonder  drugs 
applied  to  an  economy  supposedly  in 
good  health.  The  repeated  use  of  these 
wonder  drugs  on  a  healthy  patient  serves 
to  establish  a  resistance  which  will  make 
them  ineffectual  in  a  period  of  grave 
emergency. 

Productions  for  defense  should  not  be 
charged  with  the  added  cost  of  economic 
stabilization.  I  am  not  opposed  to  the 
cost  of  economic  stabilization  or  props 
for  certain  industries,  but  these  items 
should  carry  a  proper  label. 


Mr.  SPENCE.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  Georgia 
[Mr.  Brown]. 

Mr.  BROWN  of  Georgia.  Mr.  Chair¬ 
man,  H.  R.  9852  would  extend  the  De¬ 
fense  Production  Act  for  2  years,  and  has 
been  favorably  reported  by  the  Commit¬ 
tee  on  Banking  and  Currency.  I  favor  an 
extension  of  the  Defense  Production  Act 
for  the  period  favorably  reported  by  the 
committee. 

The  Defense  Production  Act  was  first 
approved  on  September  8,  1950.  For 
more  than  5  years  this  act  has  been  one 
of  the  main  tools  in  the  development  of 
our  defense  mobilization  program.  This 
program  has  constituted  an  effort  by  the 
Government  to  meet  the  needs  of  mili¬ 
tary  security  with  the  minimum  inter¬ 
ference  with  our  free-enterprise  civilian 
economy.  This  has  required  consider¬ 
able  expansion,  since  there  have  been 
increased  military  requirements  and  in¬ 
creased  production  for  consumers. 

In  providing  for  our  defense  through 
expansion  programs,  the  Defense  Pro¬ 
duction  Act  has  provided  incentives  such 
as  loans,  loan  guaranties,  contractual 
commitments,  and  exploration.  To  ac¬ 
complish  these  purposes,  a  borrowing 
authority  fund  of  $2.1  billion  was  provid¬ 
ed  under  section  304  of  the  act.  This 
fund  has  enabled  the  Government  to  con¬ 
summate  transactions  estimated  at  more 
than  $7*72  billion  as  of  December  31, 1955. 

It  has  been  estimated  that  during  the 
past  fiscal  year  approximately  two-thirds 
of  the  materials  purchased  for  the  stock¬ 
pile  to  meet  minimum  stockpile  objec¬ 
tives  came  from  Defense  Production  Act 
inventories. 

The  priorities  and  allocations  author¬ 
ity  of  title  I  of  the  act  is  of  great  impor¬ 
tance  to  the  Department  of  Defense  and 
the  Atomic  Energy  Commission.  Under 
authority  of  the  Defense  Production  Act, 
the  defense  materials  system,  as  oper¬ 
ated  by  the  Department  of  Commerce, 
accomplishes  the  important  purpose  of 
requiring  producers  of  certain  basic 
items  to  set  aside  certain  percentages 
of  their  production  for  the  filling  of 
identified  defense  orders.  The  loan- 
guaranty  provisions  of  section  301  of 
title  III  of  the  act  are  used  extensively 
by  the  Department  of  Defense.  Through 
December  31,  1955,  guaranties  aggregat¬ 
ing  $2  billion  had  been  authorized  by 
the  Department  of  Defense  under  this 
section. 

The  committee  report  sets  forth  that 
as  of  the  close  of  1955,  purchases  aggre¬ 
gating  $4  billion  had  been  completed 
under  section  303  of  title  III  of  the  act, 
with  another  $2.8  billion  remaining  in 
process. 

H.  R.  9852  does  not  change  the  volun¬ 
tary-agreements  program  under  which 
23  agreements  are  now  in  force,  and 
would  continue  the  executive-i’eserve 
program.  H.  R.  9852  also  extends  for 
2  years  the  period  of  time  over  which 
expansion  contracts  under  section  303 
of  the  act  may  extend. 

The  1955  amendments  to  the  Defense 
Production  Act  recognized  the  need  for 
preparedness  programs  designed  to  re¬ 
duce  the  time  required  to  mobilize  in  the 
event  of  an  attack. 


The  maintenance  of  a  strong  and  flex¬ 
ible  defense  program  requhes  that  cur¬ 
rent  military  and  atomic  energy  pro¬ 
grams  proceed  without  interruption  and 
that  a  broad  and  diversified  mobilization 
base  be  established  which  will  reflect  new 
requirements  resulting  from  changes  in 
technology  and  strategy.  The  author¬ 
ities  provided  in  the  Defense  Production 
Act  are  essential  to  meet  these  objectives. 

The  Director  of  the  Office  of  Defense 
Mobilization  and  the  Secretary  of  Com¬ 
merce  appeared  before  the  committee  in 
support  of  the  2-year  extension  of  the 
act. 

On  the  basis  of  the  unquestioned  de¬ 
fense  need  of  an  extension  of  the  Defense 
Production  Act,  I  urge  that  H.  R.  9852 
be  passed,  thereby  extending  the  Defense 
Production  Act  for  a  period  of  2  years. 

Mr.  WOLCOTT.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentlewoman  from 
Massachusetts  [Mrs.  Rogers]. 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Chairman,  I  ilse  to  ask  a  question  of  the 
chairman  of  the  committee,  the  gentle¬ 
man  from  Kentucky  [Mr.  Spence].  Did 
I  correctly  understand  him  to  say  that  he 
would  offer  an  amendment  that  would 
make  the  bill  more  palatable  to  the 
manufacturers?  I  understood  him  to 
say  there  were  certain  provisions  in  the 
bill  that  would  require  the  manufac¬ 
turers  to  give  information  that  they 
might  not  wish  to  give. 

Mr.  SPENCE.  I  understand  such  an 
amendment  will  be  offered.  I  am  not 
going  to  offer  it. 

Mrs.  ROGERS  of  Massachusetts.  I 
think  it  will  be  very  dangerous.  The 
manufacturers  may  have  to  give  out  a 
good  deal  of  information  publicly,  and 
this  means  their  competitors  will  have 
an  advantage.  The  gentleman  does  not 
know  whether  such  an  amendment  will 
be  offered? 

Mr.  SPENCE.  This  would  not  require 
any  privileged  information,  it  would  not 
require  any  trade  secrets,  it  would  only 
require  information  as  to  what  he  ac¬ 
tually  owned.  It  would  be  in  conflict 
with  the  best  interests  of  the  country  if 
he  was  acting  in  accordance  with  his  own 
interests  and  not  in  a  public  spirit. 

Mrs.  ROGERS  of  Massachusetts. 
People  do  not  have  very  much  privacy 
nowadays,  it  seems  to  me,  in  anything. 
I  hope  there  will  be  an  amendment  to 
safeguard  it.  But,  I  would  also  like  to 
ask  the  gentleman  if  there  is  anything 
to  provide  a  stockpiling  for  the  civil  de¬ 
fense.  I  am  appalled  by  the  fact  that 
they  do  not  have  any  stockpile  in  the 
case  on  an  emergency. 

Mr.  SPENCE.  There  is  nothing  in  the 
bill  with  reference  to  that. 

Mr.  WOLCOTT.  Mr.  Chairman,  will 
the  gentlewoman  yield? 

Mrs.  ROGERS  of  Massachusetts.  I 
yield. 

Mr.  V/OLCOTT.  I  think  the  gentle¬ 
woman  and  the  chairman  of  the  com¬ 
mittee  are  talking  about  two  entirely 
different  things.  The  gentleman  is  talk¬ 
ing  about  this  program  in  which  the  ad¬ 
ministration  encourages  people  with  pe¬ 
culiar  knowledge  of  production  of  articles 
which  are  considered  to  be  strategic  and 
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so  on,  and  people  who  have  the  know¬ 
how  with  reference  to  such  matters  to 
come  into  the  Government.  The  gentle¬ 
woman,  as  I  understand  it,  is  talking 
about  compelling  someone  to  give  infor¬ 
mation.  There  is  nothing  in  the  bill  to 
compel  anybody  to  give  any  information. 
As  a  matter  of  fact,  there  are  safeguards 
in  the  bill  in  respect  to  those  who  work 
without  compensation.  If  a  certain  ma¬ 
terial  is  declared  to  be  critical  and  infor¬ 
mation  concerning  it  is  classified,  there  is 
a  fine,  I  believe,  of  $10,000  for  giving  out 
such  information. 

Mrs.  ROGERS  of  Massachusetts. 
Then,  they  do  not  have  to  give  out  any 
information  about  their  product  unless 
they  wish  to  do  so. 

Mr.  WOLCOTT.  Not  under  any  pro¬ 
vision  of  the  bill  that  I  know  of. 

Mrs.  ROGERS  of  Massachusetts.  I 
thank  the  gentleman. 

Mr.  SPENCE.  Mr.  Chairman,  we  have 
no  further  requests  for  time. 

Mr.  WOLCOTT.  Mr.  Chairman,  we 
have  no  further  requests  for  time. 

The  CHAIRMAN.  The  Clerk  will  read. 

The  Clerk  read  as  follows : 

Be  it  enacted,  etc..  That  the  first  sentence  of 
subsection  (a)  of  section  717  of  the  Defense 
Production  Act  of  1950,  as  amended,  is  hereby 
amended  by  striking  out  “June  30,  1956”  and 
inserting  in  lieu  thereof  “June  30,  1958.” 

Sec.  2.  Subsection  (b)  of  section  303  of  the 
Defense  Production  Act  of  1950,  as  amended, 
is  hereby  amended  by  striking  out  “June  30, 
1963”  and  inserting  in  lieu  thereof  “June  30, 
1965.” 

With  the  following  committee  amend¬ 
ment: 

At  the  end  of  the  bill,  insert  the  following 
new  section: 

“Sec.  3.  Subsection  (e)  of  section  710  of  the 
Defense  Production  Act  of  1950,  as  amended, 
is  hereby  amended  by  adding  at  the  end 
thereof  the  following  new  sentence :  ‘No  such 
person  shall  become  a  member  of  the  execu¬ 
tive  reserve  unless  he  has  complied,  to  the 
extent  applicable,  with  the  same  require¬ 
ments  as  apply  with  respect  to  persons  ap¬ 
pointed  under  subsection  (b)  of  this  sec¬ 
tion’.” 

Mr.  OLIVER  P.  BOLTON.  Mr.  Chair¬ 
man,  I  offer  an  amendment  to  the  com¬ 
mittee  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Otn’ER  P. 
Bolton  to  the  committee  amendment:  Page 
2,  before  the  period  in  line  7,  Insert  a  semi¬ 
colon  and  the  following:  “this  sentence  shall 
not  be  construed  as  requiring  any  member 
of  the  executive  reserve  to  file  a  statement 
of  changes  in  interests  in  conformity  with 
the  last  sentence  of  paragraph  (6)  of  sub¬ 
section  (b) .” 

[Mr.  OLIVER  P.  BOLTON  addressed 
the  Committee.  His  remarks  will  appear 
hereafter  in  the  Appendix.] 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Ohio  to  the  committee  amendment. 

The  amendment  to  the  committee 
amendment  was  agreed  to. 

The  CHAIRMAN.  The  question  re¬ 
curs  on  the  committee  amendment,  as 
amended. 

The  committee  amendment,  as 
amended,  was  agreed  to. 

Mr.  McCORMACK.  Mr  Chairman,  I 
offer  an  amendment. 


The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  McCormack: 
At  the  end  of  the  bill  Insert  the  following : 

“Sec.  4.  Section  712  of  the  Defense  Pro¬ 
duction  Act  of  1950  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec¬ 
tion: 

“‘(f)  nie  Secretary  of  Commerce  shall 
make  a  special  Investigation  and  study  of  the 
production,  allocation,  distribution,  use  of 
nickel,  of  its  resale  as  scrap,  and  of  other 
aspects  of  the  current  situation  with  respect 
to  supply  and  marketing  of  nickel,  with  par¬ 
ticular  attention  to,  among  other  things,  the 
adequacy  of  the  present  system  of  nickel  al¬ 
location  between  defense  and  civilian  users. 
The  Secretary  of  Commerce  shall  consult 
with  the  Joint  Committee  on  Defense  Pro¬ 
duction  during  the  course  of  such  investiga¬ 
tion  and  study  with  respect  to  the  progress 
achieved  and  the  results  of  the  investigation 
and  study,  and  shall  make  an  Interim  re¬ 
port  on  the  results  of  the  investigation  and 
study  or  or  before  July  15,  1956,  and  shall, 
on  or  before  December  31,  1956,  make  a  final 
report  on  the  results  of  such  investigation 
and  study,  together  with  such  recommenda¬ 
tions  as  the  Secretary  of  Commerce  deems 
advisable.  Such  reports  shall  be  made  to 
the  Senate  (or  to  the  Secretary  of  the  Senate 
if  the  Senate  is  not  in  session)  and  to  the 
House  of  Representatives  (or  to  the  Clerk 
of  the  House  of  Representatives  if  the  House 
is  not  in  session)’.” 

Mr.  TALLE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  McCORMACK.  I  yield  to  the 
gentleman  from  Iowa. 

Mr.  TALLE.  May  I  say  to  the  major¬ 
ity  leader  that  my  understanding  of  the 
effect  of  his  amendment  is  this:  The 
proposed  study  would  be  made  by  the 
Department  of  Commerce  under  the 
supervision  of  the  Joint  Committee  on 
Defense  Production;  is  that  correct? 

Mr.  McCORMACK.  That  is  correct. 

Mr.  TALLE.  I  thank  the  gentleman. 

Mr.  McCORMACK.  The  gentleman 
states  it  correctly  in  a  few  words.  It 
will  have  a  very  salutary  effect,  and  I 
think  out  of  it  will  come  many  beneficial 
results. 

Mr.  WOLCOTT.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  McCORMACK.  I  yield  to  the 
gentleman  from  Michigan. 

Mr.  WOLCOTT.  Although  we  have 
provided  that  the  joint  committee  set 
up  under  section  7-11  of  the  act  may  do 
this  and  seek  the  advice  and  counsel  of 
the  experts  of  the  Department  of  Com¬ 
merce  at  their  disposal,  the  only  differ¬ 
ence  between  what  the  joint  committee 
must  do  or  is  expected  to  do  under  7-12 
of  the  act  and  the  gentleman’s  amend¬ 
ment  is  that  the  Department  of  Com¬ 
merce  would  initiate  the  study  instead  of 
the  joint  committee;  is  that  right? 
They  would  work  together  in  the  same 
manner  as  they  would  under  7-12? 

Mr.  McCORMACK.  This  amendment 
does  not  in  any  way  take  away  any  of 
the  authority  that  now  exists  in  the  joint 
committee  under  existing  law.  It  is  a 
direction  to  the  Secretary  of  the  Depart¬ 
ment  of  Commerce  to  make  an  investiga¬ 
tion,  but  at  all  times  the  joint  committee 
has  its  power  to  act  under  existing  law 
or  under  the  organic  act.  It  in  no  way 
diminishes  the  power  of  the  joint  com¬ 
mittee  under  existing  law.  As  the  gen¬ 
tleman  says,  it  does  require  the  Depart¬ 
ment  of  Commerce  to  m.ake  the  investi- 
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nation.  All  the  time  the  joint  com¬ 
mittee  is  in  position  to  act  under  existing 
law,  as  the  gentleman  from  Iowa  has 
well  said.  The  joint  committee  can  go 
further,  if  it  desires;  but  this  is  under 
the  supervision  of  the  joint  committee. 

I  think  the  statement  made  by  the  gen¬ 
tleman  fi’om  Michigan  reconciles  itself 
with  the  statement  made  by  the  gentle¬ 
man  from  Iowa.  Certainly  both  state¬ 
ments  are  consistent  with  the  views  I 
entertain. 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  McCORMACK.  I  yield  to  the 
gentleman  from  New  York. 

Mr.  MULTER.  The  gentleman’s 
amendment  is  a  very  good  one  and  I 
trust  it  will  bring  about  salutary  effects 
in  the  overall  program.  I  hope,  however, 
that  despite  the  discussion  that  has 
taken  place  here  today  the  Department 
of  Commerce  in  deciding  to  make  this 
survey  is  not  going  to  use  the  very  people 
who  are  using  the  nickel  and  who  are 
creating  the  shortage  in  supply  and  di¬ 
verting  it.  I  hope  they  will  not  have  a 
survey  by  the  very  people  in  the  industry 
who  bring  about  at  least  some  of  the  ^ 
demand  for  the  nickel.  ' 

Mr.  McCORMACK.  I  would  assume 
that  Sinclair  Weeks,  whom  I  know,  has 
enough  judgment  not  to  do  that. 

Mr.  SPENCE.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  McCORMACK.  I  yield  to  the 
gentleman  from  Kentucky. 

Mr.  SPENCE.  I  am  sure  there  is  no 
objection  to  the  gentleman’s  amend¬ 
ment.  I  shall  support  it. 

Mr.  BROWN  of  Georgia.  Mr.  Chair¬ 
man,  I  rise  in  support  of  the  amend¬ 
ment.  I  see  no  objection  to  it. 

Mr.  Chairman,  there  is  a  great  short¬ 
age  of  nickel  in  this  country.  It  is  esti¬ 
mated  that  the  free-world  production 
of  nickel  for  this  year  will  be  440.5  mil¬ 
lion  pounds.  Last  year  it  was  400  mil¬ 
lion  pounds.  And  the  United  States  se¬ 
cures  nearly  70  percent  of  this  amount. 

The  following  figures,  compiled  by  the 
Department  of  Commerce,  reveal  that 
for  the  8  years  beginning  in  1948  and  ( 
ending  in  1955  the  United  States  has 
received  from  59.8  percent  to  86.2  per¬ 
cent  of  the  free-world  supply  of  nickel. 

In  1948  it  received  81.9  percent,  in  1949 
86.2  percent,  and  so  on,  the  lowest  being 
66.5  percent  in  1953. 

Mr.  Chairman,  for  many  months  it 
has  been  fully  recognized  by  the  respon¬ 
sible  Government  agencies  that  the 
available  supply  of  nickel  has  fallen  far 
short  of  meeting  the  combined  require¬ 
ments  of  the  defense  and  civilian  de¬ 
mand.  For  more  than  a  year  the 
demands  of  industry  have  increased 
each  quarter  until  it  is  now  estimated 
that  a  30 -percent  deficiency  exists  be¬ 
tween  the  requirements  and  the  supply 
available  for  nondefense  uses.  This  sit¬ 
uation  has  been  the  outgrowth  of  the 
high  level  of  our  economic  activity  in 
practically  all  segments  of  the  economy, 
and  to  even  a  greater  extent  by  the  con¬ 
stantly  higher  defense  take  each  quarter 
since  early  1955. 

Since  defense  requirements  have  first 
priority  on  the  market-price  nickel,  the 
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available  supply  of  market-price  nickel 
has  become  less  and  less  as  the  military 
“take”  has  increased.  To  meet  this  situ¬ 
ation  the  Office  of  Defense  Mobilization 
has  made  available  to  industry  substan¬ 
tial  quantities  of  premium-price  nickel, 
starting  late  in  1955,  by  authorizing  the 
producers  to  make  diversions  of  such 
nickel  scheduled  for  stockpile  delivery 
under  long-term  Govei-nment  contracts. 

The  major  consuming  industries  for 
nickel  include  stainless  steels,  low  alloy 
steels,  nonferrous  uses,  high-tempera¬ 
ture  and  electrical-resistance  alloys,  and 
electroplating. 

Because  of  the  hardship  problems 
which  the  nickel  shortage  has  created 
throughout  the  civilian  nickel  industries, 
it  is  understood  that  himdreds  of  letters 
have  been  received  by  the  Business  and 
Defense  Services  Administration  in  the 
Department  of  Commerce  expressing 
concern  over  the  apparent  cutbacks  in 
their  normal  nickel  deliveries  and  the 
financial  lofeses  this  has  entailed.  Many 
of  you  have  received  similar  letters,  par¬ 
ticularly  from  the  nickel  plating  indus¬ 
try,  which  appears  to  have  suffered 
severely  in  view  of  the  expanded  de¬ 
mands  during  the  period  of  short  supply. 

A  review  of  the  correspondence  in  the 
files  of  the  Department  of  Commerce 
by  the  staff  of  the  Joint  Committee  on 
Defense  Production  indicates  that  the 
electroplaters  feel  that  they  are  being 
imduly  penalized  while  other  businesses 
not  dependent  on  nickel  have  been  in 
a  position  to  expand  production. 

Unfortunately,  the  majority  of  the 
electroplating  demands  are  primarily  for 
nondefense  uses,  and,  therefore,  the 
platers  have  been  forced  to  turn  to 
premium  price  nickel  as  the  defense 
needs  have  required  a  greater  proportion 
of  the  market  price  nickel.  There  are, 
however,  two  classes  of  premium  price 
nickel:  First,  that  which  is  being  di¬ 
verted  to  industry  by  the  Government 
which  ranges  in  price  at  around  $1.35 
per  pound  for  nickel  anodes;  and,  sec¬ 
ond,  the  so-called  gray  market  nickel 
which  is  reported  to  range  in  price  as 
high  as  $3.50  per  pound.  This  gray 
market  nickel,  according  to  the  Depart¬ 
ment  of  Commerce,  consists  primarily  of 
secondary  nickel  produced  from  nickel 
scrap  and  imports  from  French,  Japa¬ 
nese  and  West  German  sources. 

The  letters  from  the  electroplating  in¬ 
dustry  requesting  Government  aid  in 
alleviating  the  shortage  problem  fall  into 
five  general  groups,  as  follows; 

First.  Firms  claiming  severe  cutbacks 
from  past  delivery  schedules — market 
price  nickel: 

Second.  Firms  claiming  that  total  al¬ 
locations,  including  Government  di¬ 
verted  premium  price  nickel,  are  less 
than  previous  periods; 

Third.  Firms  requiring  increased 
quantities  of  nickel  to  meet  increased 
consumer  demands; 

Fourth.  Firms  requiring  additional 
nickel  to  operate  expanded  facilities; 
and 

Fifth.  New  fii'ms  entering  the  plating 
business  for  the  first  time. 

The  following  excerpts  are  from  cor¬ 
respondence  picked  at  random  by  the 


staff  of  the  Joint  Committee  on  Defense 
Production  from  the  files  of  the  Depart¬ 
ment  of  Commerce,  and  typical  of  the 
concern  expressed  by  the  plating  indus¬ 
tries  regarding  the  problems  created  by 
the  current  shortage.  In  replying  to 
letters,  the  Depatrment  of  Commerce 
has  recognized  that  it  will  be  some 
months  in  the  future  before  the  foresee¬ 
able  supply  of  nickel  is  expected  to  meet 
the  demands  of  the  defense,  civilian,  and 
stockpile  requirements. 

One  plating  company  wrote  the  De¬ 
partment  of  Commerce  in  part  on  Janu¬ 
ary  26,  1956,  as  follows: 

We  are  appealing  to  this  Department  for 
help  in  the  nickel  situation. 

Before  allocations  were  removed,  we  were 
allotted  480  pounds  of  nickel  per  month.  At 
that  time,  1953,  480  pounds  of  nickel  per 
month  was  sufficient,  but  since  that  time 
our  business  has  Increased  until  now  our 
monthly  requirements  are  around  1,100 
pounds  per  month  and  our  allotment  has 
been  cut  to  30  percent  of  the  original  480 
pounds. 

We  used  to  supplement  our  usage  by  get- 
ting(the  small  users  amount  (100  pounds)  of 
nickel  from  two  other  sources  but  these  have 
cut  us  off  now.  As  a  result  of  this,  we  have 
to  go  into  the  gray  or  black  market  which¬ 
ever  you  wish  to  call  it  and  pay  $3  per  pound 
plus  freight  as  against  $0,926  per  pound 
freight  prepaid  when  received  from  legiti¬ 
mate  sources.  The  problem  is  getting  serious 
because  we  cannot  afford  to  continue  in  busi¬ 
ness  buying  upwards  of  a  thousand  pounds 
of  nickel  per  month  at  $3  per  pound. 

With  a  $30,000  a  month  business  and  a 
10  percent  profit,  $3  nickel  can  put  you  out 
of  business. 

The  silliest  argument  is  that  there  Is  a 
shortage  of  nickel,  therefore  the  black  mar¬ 
ket.  If  there  is  a  shortage,  how  come  there 
is  so  much  available  if  you  want  to  pay 
through  the  nose. 

What  can  you  do  for  us? 

The  Department  of  Commerce  replied 
on  February  2,  1956,  as  follows: 

This  is  in  reply  to  your  letter  of  January 
26,  regarding  your  nickel  problems. 

Because  of  the  large  number  of  inquiries 
received  on  the  subject  of  your  communica¬ 
tion,  this  agency  has  prepared  a  mimeo¬ 
graphed  statement  discussing  the  current 
nickel  situation.  A  copy  of  this  statement 
is  enclosed  which  I  believe  covers  the  points 
raised  in  your  letter  with  the  exception  of 
the  basis  entitlement  which  you  refer  to  as 
being  480  pounds.  Review  of  the  National 
Production  Authority  records  dated  March 
18,  1953,  established  your  entitlement  at  that 
time  to  242  pounds. 

Our  investigation  of  February  1  showed 
that  you  received  ♦  •  »  450  pounds  of  nickel 
contained  in  anodes  and  chemicals  for  De¬ 
cember,  1955;  350  pounds  for  January,  1956; 
and  284  pounds  for  February.  The  Decem¬ 
ber  allotment  included  100  pounds  of 
premium  priced  nickel  scheduled  for  stock¬ 
pile  delivery  during  that  month.  Such 
nickel  was  not  available  in  January  but 
should  be  available  in  February  which  will 
Increase  your  allotment  for  that  period. 

We  wish  to  assure  you  that  this  Agency 
is  continuing  to  make  every  effort  to  find 
means  of  relieving  industry  from  the  cur¬ 
rent  nickel  shortage.  However,  we  regret 
that  we  cannot  be  of  more  direct  assistance 
to  you  at  this  time. 

The  plating  company  wrote  further  on 
April  6,  1956,  as  follows: 

I  have  your  letter  of  February  2,  1956,  in 
answer  to  ours  of  January  26,  1956,  and  since 
we  are  having  more  trouble  than  ever  meet¬ 


ing  our  requirements  I  have  been  reviewing 
some  of  your  statements. 

You  state  we  received  450  pounds  of  nickel 
in  December  1955.  We  did  but  the  shipment 
December  9th  should  have  been  received  in 
November  1955.  The  figures  you  use  do  not 
coincide  with  our  receivals  but  that  is  beside 
the  point.  What  I  want  to  know  is,  are  we 
entitled  to  the  entire  amount  allotted  in 
metal  or  is  it  the  choice  of  the  supplier  to 
decide  whether  we  get  it  in  metal  or  salts. 
Further,  you  refer  to  the  mimeographed  copy 
on  the  nickel  situation.  With  all  due  re¬ 
spect  to  the  statements  made,  does  it  occur 
to  those  who  set  up  the  controls  that  the 
nickel  used  in  nondecorative  plating  for 
corrosion  resistance  is  just  as  Important  to 
the  washing  machine  industry  as  it  is  when 
allotted  to  the  makers  of  stainless  steel 
which  to  a  large  extent  is  used  for  decorative 
pm-poses. 

Further,  if  the  nickel  we  receive  is  based 
on  our  usage  back  in  1951,  how  does  the  auto 
industry  get  the  nickel  for  their  Increased 
production,  also  where  does  Oldsmobile  and 
Ford  get  the  nickel  for  their  new  installa¬ 
tions  which  did  not  exist  in  the  years  when 
allocations  were  in  effect? 

We  want  1,000  pounds  of  nickel  per  month 
and  I  don’t  see  why  we  should  be  forced  to 
purchase  it  through  the  black  market  any 
more  so  than  the  big  industries.  What  is  the 
explanation? 

The  Department  of  Commerce  replied 
on  April  25,  1956,  as  follows: 

This  will  supplement  our  response  of 
February  2  to  your  letter  of  January  26,  in 
answering  your  further  inquiry  of  April  6 
on  the  subject  of  nickel. 

The  plating  supplier  in  making  his  allot¬ 
ments  of  nickel  makes  his  own  determina¬ 
tion  of  the  ratio  of  metal  to  salts  since  he 
must  ascertain  the  most  economical  bal¬ 
ances  in  operating  his  business.  Thus,  if 
the  supplier  manufactures  chemicals  and  all 
of  his  customers  took  only  metal,  it  is  con¬ 
ceivable  that  the  supplier  could  thus  be 
forced  out  of  the  chemical  business.  The 
Government’s  interest  in  the  distribution  of 
nickel  for  nondefense  uses  is  that  it  be  made 
on  an  equitable  basis  and  for  this  purpose 
nickel  contained  in  salts  is  considered  to¬ 
gether  with  that  in  the  form  of  metal. 

With  respect  to  the  nickel  available  to  the 
automobile  industry,  we  can  assure  you  that 
the  Government  post-audits  made  of  the 
plating  suppliers’  accounts,  which  incidental¬ 
ly  are  voluntarily  permitted  by  the  sup¬ 
pliers,  have  shown  that  the  automobile  com¬ 
panies  have  received  only  their  equitable 
share  of  new  nickel  for  plating  determined 
on  the  same  basis  as  for  all  other  platers. 
The  nickel  available  for  nondefense  uses 
which  is  equitably  distributed  consists  of 
that  offered  at  the  normal  market  price  and 
the  premium  price  material  scheduled  for 
stockpile  delivery  which  is  diverted  to  in¬ 
dustry.  Aside  from  this  nickel  we  do  not 
have  any  authentic  information  on  other 
sources. 

It  is  rumored  that  at  least  some  of  the 
automobile  companies  receive  appreciable 
quantities  of  anodes  derived  from  domestic 
scrap  and  from  nickel  imported  from  Japan, 
France,  and  West  Germany.  However,  you 
would  have  to  consult  with  the  respective 
automobile  companies  for  specific  details 
and  Information  regarding  their  somces  of 
additional  nickel. 

As  you  doubtless  know.  Government  is 
without  authority  to  direct  or  request  a  sup¬ 
plier  to  provide  any  particular  quantity  of 
nickel  for  nondefense  uses.  The  supplier, 
as  previously  stated,  does,  of  course,  have  a 
moral  obligation  to  equitably  distribute  his 
nondefense  share  of  nickel.  Our  periodic 
post  audits  of  their  accounts  which  are  vol¬ 
untarily  permitted  by  the  suppliers,  show 
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that  they  are  doing  a  very  creditable  Job  in 
maintaining  an  equitable  pattern  of  distri¬ 
bution.  Unfortunately  the  suppliers,  be¬ 
cause  of  short  supply,  do  not  have  sufficient 
nickel  to  provide  the  general  needs  of  all 
of  their  customers  and  any  effort  to  take 
care  of  one  who  pleads  hardship  must  be 
done  at  the  expense  of  their  other  cus¬ 
tomers  who  also  are  having  difficulty  in 
meeting  their  needs.  Government  of  course 
is  seeking  a  solution  to  this  problem  of  nickel 
shortage  by  obtaining  diversions  to  indus¬ 
try  of  nickel  scheduled  for  stockpile  delivery. 
Due  to  the  current  rate  of  increase  in  defense 
orders  the  civilian  economy  has  not  been 
receiving  the  added  benefit  anticipated  from 
these  increased  diversions. 

Under  the  circumstances  set  forth,  I  re- 
‘  gret  that  we  are  unable  to  assist  you  in  se¬ 
curing  any  additional  nickel  required  to  take 
care  of  your  needs  and  we  can  only  suggest 
that  you  seek  to  obtain  the  defense  rated 
orders  to  supplement  your  allotment  of  non¬ 
defense  nickel. 

The  long-term  solution  to  the  prob¬ 
lems  which  exist  as  a  result  of  inade¬ 
quate  supplies  of  nickel  to  meet  defense 
and  civilian  requirements  is  through  the 
expansion  of  nickel  supplies.  Large 
sums  of  money  have  been  expended 
under  the  Defense  Production  Act  to 
increase  nickel  supplies.  The  Joint 
Committee  on  Defense  Production  has 
held  meetings  in  recent  weeks  with  the 
Director  of  the  Office  of  Defense  Mobi¬ 
lization  and  the  Secretary  of  Commerce 
on  this  subject,  and  aimouncements 
have  since  been  made  of  an  expansion 
of  nickel  supplies.  The  Joint  Committee 
on  Defense  Production  previously  con¬ 
sidered  the  Nicaro,  Cuba,  expansion, 
which  is  now  underway. 

(Mr.  Brown  of  Georgia  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  Massachusetts  [Mr.  McCor¬ 
mack]. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Under  the  rule, 
the  Committee  rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  pro  tempore  having  re¬ 
sumed  the  chair,  Mr.  Preston,  Chair¬ 
man  of  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union,  re¬ 
ported  that  that  Committee,  having  had 
under  consideration  the  bill  (H.  R. 
9852)  to  extend  the  Defense  Production 
Act  of  1950,  as  amended,  and  for  other 
pui-poses,  pursuant  to  House  Resolution 
505,  he  reported  the  bill  back  to  the 
House  with  sundry  amendments  adopted 
by  the  Committee  of  the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  quesion  is  ordered. 

Is  a  separate  vote  demanded  on  any 
amendment?  If  not  the  Chair  will  put 
them  en  bloc. 

The  amendments  were  agreed  to. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  engrossment  and  third 
reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read 
the  third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on» 
the  table. 


lAL  LEAVE  TO  EXTEND 

Mr .\  SPENCE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  haw  5  legislative  days  within  which 
to  reviseXand  extend  their  remarks  on 
the  bill  julst  passed. 

The  SPEAKEIR  pro  tempore.  Is  there 
objection  toVthe  request  of  the  gentle¬ 
man  from  K^tucky? 

There  was  np  objection. 

COMMITTEE  C3N  ARMED  SERVICES 

Mr.  PRICE.  Mi\  Speaker,  I  ask  unani¬ 
mous  consent  thaAsubcommittee  No.  1 
of  the  Committee  >on  Armed  Services 
have  permission  to  si\during  general  de¬ 
bate  this  afternoon. 

The  SPEAKER  pro  t^pore.  Is  there 
objection  to  the  request  qj  the  gentleman 
from  Illinois? 

There  was  no  objection\ 

COMMITTEE  ON  THE  JUDICIARY 

Mr.  BOGGS.  Mr.  SpeakV,  I  ask 
unanimous  consent  that  the  wXlter  sub¬ 
committee  of  the  Committee \on  the 
Judiciary  have  permission  to  sit\during 
general  debate  today. 

The  SPEAKER  pro  tempore.  Is ''there 
objection  to  the  request  of  the  gentle\ian 
from  Louisiana? 

There  was  no  objection. 


FARM  CREDIT  A(JT  OP  1956 

Mr.  TRIMBLE.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules,  I  call 
up  House  Resolution  508  and  ask  for  its 
immediate  consideration. 

The  Clerk  read  the  resolution, 
follows; 

Resolved,  That  upon  the  adoption  of  /this 
resolution  it  shall  be  in  order  to  movythat 
the  House  resolve  itself  into  the  Con^ittee 
of  the  Whole  House  on  the  State /oi  the 
Union  for  the  consideration  of  /he  bill 
(H.  B.  10285)  to  merge  producti/n  credit 
corporations  in  Federal  intermed^te  credit 
banks;  to  provide  for  retirement  of  Gov¬ 
ernment  capital  in  Federal  intermediate 
credit  banks;  to  provide  for  npervision  of 
production  Credit  associatljms;  and  for 
other  purposes.  After  generafl  debate,  which 
shall  be  confined  to  the  biuf,  and  shall  con¬ 
tinue  not  to  exceed  2  hoyns,  to  be  equally 
divided  and  controlled  bythe  chairman  and 
ranking  minority  menders  of  the  Com¬ 
mittee  on  Agriculture,  wie  bill  shall  be  read 
for  amendment  und^  the  5-minute  rule. 
At  the  conclusion  of  me  consideration  of  the 
bill  for  amendment/  the  Committee  shall 
rise  and  report  thar  bill  to  the  House  with 
such  amendmentsAs  may  have  been  adopt¬ 
ed,  and  the  prevmus  question  shall  be  con¬ 
sidered  as  ordeMd  on  the  bill  and  amend¬ 
ments  thereto  Jk>  final  passage  without  in¬ 
tervening  mo^bn  except  one  motion  to  re¬ 
commit. 

Mr.  TRifijBLE.  Mr.  Speaker,  I  yield 
30  miniHfes  to  the  gentleman  from 
Oregon  /Mr.  Ellsworth],  and  at  this 
time  I  /ield  myself  such  time  as  I  may 
consume. 

Mnf  Speaker,  this  resolution  makes  in 
order  H.  R.  10285,  a  bill  out  of  the  Com- 
mi^e  on  Agiicultui-e,  to  consolidate  the 
le/ding  agencies.  It  is  a  third  step  in 
program  initiated  by  the  committee, 
lo  far  as  I  know,  there  is  no  opposition 


to  the  rule.  I  therefore  reseiwe  the  bal¬ 
ance  of  my  time. 

Mr.  ELLSWORTH,  Mr.  Speaker, 
the  gentleman  from  Arkansas  has  Ex¬ 
plained  to  the  House,  this  rule,  ™ich 
calls  for  2  horns  of  general  debate,  would 
make  in  order  the  consideration  /f  the 
bill  (H.  R.  10285)  dealing  with /reduc¬ 
tion  credit  corporations,  Feder^  inter¬ 
mediate  credit  banks,  and  nroduction 
credit  associations. 

There  is  no  objection  to  the  rule  on 
this  side  and  I  have  no  /equests  for 
time. 

Mr.  TRIMBLE.  Mr.  ^eaker,  I  yield 
5  minutes  to  the  gentleman  frqm  Il¬ 
linois  [Mr.  Yates]. 

Mr.  YATES.  Mr.  /fepeaker,  I  have 
read  the  bill  and  th/ report  which  ac¬ 
companies  it.  I  l/lieve  that  on  the 
whole,  the  committ/e  has  done  a  credita¬ 
ble  job  with  a  modi  complicated  subject 
and  I  hesitate  tcyplace  my  judgment  in 
opposition  to  tlie  committee’s  decision. 
Nevertheless,  yaxa  disturbed  by  certain 
aspects  of  the/bill  and  I  have  asked  for 
this  time  in  ^der  to  ask  some  questions. 
May  I  ask /he  chairman  of  the  com¬ 
mittee  to  mform  the  House  of  the  sur¬ 
plus  funds  which  are  now  owned  by 
Federal  /gencies;  are  they  owned  by  the 
produc^n  credit  corporations  or  by  the 
interi^diate  credit  banks? 

Miy  POAGE.  There  are  some  sur¬ 
plus/s  owned  by  the  intermediate  credit 
bams  and  some  by  the  production  credit 
corporations. 

'Mr.  YATES.  Will  the  gentleman  tell 
le  House  the  amount  of  surplus  funds 
vned  by,  the  intermediate  credit  banks 
Vd  the  amount  owned  by  the  production 
Jit  corporations? 

POAGE.  My  recollection  is  that 
$49  riiillion  is  for  the  intermediate  credit 
bank^nd  about  $12  million  for  the  pro- 
ductionk  credit  corporations.  I  may  have 
that  rewrsed. 

Mr.  YATES.  So  that  $61  million  in 
surplus  funds  which  are  now  the  prop¬ 
erty  of  thii  United  States  Government 
will  be  usedVor  the  benefit  of  the  merged 
corporation;^  that  correct? 

Mr.  POAG^  That  is  approximately 
correct,  yes. 

Mr.  YATES.  \Under  the  proposal  set 
forth  in  the  bilrt  class  A  stock  will  be 
issued  to  the  ClWernor  of  the  Farm 
Credit  AdministratMn.  Class  B  stock  will 
be  issued  to  produraion  credit  associa¬ 
tions.  The  surplus  fVnds  now  belonging 
to  the  Government  would  be  made  avail¬ 
able  to  the  new  corporMion  and  produc¬ 
tion  credit  associations  ^11  be  allowed  to 
share  in  the  surplus,  will  chey  not? 

Mr.  POAGE.  Only  im.  the  case  of 
liquidation  could  there  beVny  question 
about  the  ownership  of  tholte  surpluses, 
because  they  go  into  the  ca\ital  struc¬ 
ture  and  do  not  come  out  except  in  case 
of  liquidation. 

Mr.  YATES.  Cannot  dividJtfids  be 
paid  out  of  surplus? 

Mr.  POAGE.  No. 

Mr.  YATES.  Only  out  of  earnin\s? 

Mr.  POAGE.  That  is  right. 

Mr.  YATES  I  saw  no  such  provi^n 
in  the  bill.  May  I  next  ask  the  gentrb- 
man,  in  the  event  of  liquidation  do  no 
the  financial  institutions  as  well  as  th^ 
cooperatives  share  in  the  surpluses? 


►_<!** 


[i,  .'U.ijTVVI 


,  ->  -5v:«iV 


^Litj 

I  .4 -  .  , .  ■7-'^ V'  7^»  ■(!% . 


'i'sr».«^y  ?W:«  i^**  -» 

•''•■•.;4V  V^Vl'  ■' 

I-*  •■’'fSj  •  ♦:i«J 


Loii  •  # 


rj^  <1- 


®'' 


r<%  *.4  *v 


*  «  «: 


■■  'dd’jcto  « 


, ..  /*>«'*  T»-V> •■>■»■>*.•  Wi' 
1^- ‘ 


l-f*. 


v:  ■ 


TAVJ'i 


-r  i;  -  <<fcr« 

r  •  ’-  •  fl  »  •  ,v  .< 

r  '•.'  *•.^32?  '•'  ■.’If.;'  ■  r"’ 

^  • 

V  'f:  '  *.'> 

■  •-  ^  r  >n  x.-jiDi  -vfciffcyi 

i»<.^  .  A  *  ♦  ■  ^  '>  "  •  «*«-»-  t 


.rrVf5»£^i  -i  ■  l^r, ■  i  wfe; 

,  $  V.  . Aajivf  -Ayv  Tf-4,i-JLn  v;>  trli 

«'.  s^,»4vl  '•"e’r  nwunifes  ^:i 

r»  ii/* 

:« thf  r(> 
5*  ’itk-. 


•r>,i 


u 


c. 

l>r 


'.o.r.>»f. 


.»- 
.  rt  ., 


'i.%e'X  v%ji  V  oaJfctJon. 


1-1  ■ 


...  -  .V  w.--  ] 


<T*..'M:TTar. 


../f 

1  « 


1  "  ••-.T'' 

■”«  .  f  X  ft- 
.  -  >•  jj*  Mt'*;  »•'• 

*  .jv  '  *>r  -.r®  .-|t|rr<>s^L  - 

-  -  •  A«  ^  vJ 


^i. 


H 


.  vK.  r*‘ 

4!^ 

.'-'  Vi  -  -• 


.  ■  »'•  :»r*?b  •' 
-/  *;  v»  •- 


ARKtffD  8KWVTCF9 

>1.  ;f  ^u\  Rptsker,  I  ^sk  uuwif- 
4TV»jw  thfc*.  :«*  No.  I 

«rt  tfK  ^Tt'tiptr.rt.t**  ArwiKj  ‘i«r\jcet 

lu-.ve  CO  4i* 

»<S.*  noc’Xi.  \ 

•  K'  STJUKITR  pro  t?  rh  •  -? 

'  ^vt;<.  n  ?/>  1 1  » tTTMi-i  W  vfcc  Keoti«sruu4 
fii'':*  i.lHWi'iV  \ 

Sf.irij  «)«  no  oUJI«ct4ou\ 


\ 


.  i'  <■'  .n; 


f/iin  TSE  ON  THE  JUOICI  ANY 

»  “Lr.ii?  1  *•"■  «*** 

,  {4Ji'..vJaiotP5  f’jtik  Jnt  'w^fct  tho  '«\!w'rsvb- 

.'Ii  V*  ;  b*-  c?on>r»'Rvs(*\oa  U»e 

><,  '  vV^: ',  *  jv.  aK-  v»y  i'v  •‘'!’  x.-ns  -jon  »Ir<Rui»K 

-Ai  i  fc^viau’. 

r-'a  '•  ’  '  -H,a  vi*4,  tn-  i  '’'h«  iiP2Atc.?“;r*fO  ‘  mixM-n 

- 4*.  c'^.* '-'  iii  bjv  { ^  ot  ui'<;  i 

v  ..  .4.  V-'.-  ■*  i- 

\ 


■  rAV' 

Lt*-'  rt**-r,  ^-Tir' 


'  -  un  .up.UM  <«a.  ; 

■j4,^  '  V  Jvti'4iC^fnaT>  ) 

.•  -'  •  ‘.4V-|>v5oS^4..;  ^A'i!(i?  eon-  1 


‘irer*  waii'  ao  oJ>jfctKio. 


t-5V*' 

..’aiO/'j 


t/-  ti>b  .clAV  V*  .rr‘;lc,r 
ik^vo’oj  tni'^ir-.'.-  . 

l^Vv  ETAC-wajw'ITJ.  jHr..Si4«« 
iXsr  Art  *‘ 

th  -  IX.Vv’'c  lll*i  raJ€.- 
c.jt'  tot  2  hfur.i  id  gc:ietiii  ;.rt«4e, 

nrrk*  'n  ottfpx.  -riui  vciaK!d?n*i^Y 
bift'  (£.  ){.  I  "2*? 4  4*<\Un.-r  lyltb  ll 
v»o  etxdix,  t  oTponfctijaA  P>t4<-m 
CiCdrico  cr*^*t  hAJik..",  *rui 

.'rCiAiJOlK,  / 

’Jt'-srK  i»  no  obfoct.'orv’tn  ifh«  : 
thk>  si<Sc  oai  i  ]i»v«  no ^nQtra 
timf.  -•  / 

.  fr  TOIMBIX.  Mr  SfSrti-.er 
5  ari'irui^j  to  ch*  KCtit^iaan  ft' 
iicoh  IMr  Yi'rnf].  / 

Mr.  YATSB.  3^*  J 

rexfl  thr  bill  oJkJ  *h<if  rtojor^  >*h! 
fooiiMUic?  it.  i  ibat*  I 

•wyjilt:,  ttK  commits  has  done  •  e 
blr  ioh  '*Stv.  a  uuWt  cocu>ll--t«4 
aiul  I  h^wc^ia*  rx^rrifu:^  jny  jadffn 
OBirosUton  to  tjK  coMiitirtr^e'a  * 
N<*verth>'i^A  t/axa  dt'*urt>«4i>y 

MV*(,U  ol  tho^U  and  1  have  lAi 
thi*  lUiH*  In  -Jr6*-i  to  usk  .wave  an 
Miy  I  »!«}  /Ih*  rLaUmnn  ol  tt-i 
nillt.«i  W  l^tntL  rbo  Ho'tfe  of  tl 
plus  Xux^  which  pro  no*  o*i 
rcdsmlAXMicJi.#:  o/f- tt'AS  o»acd 
{>(txh'.cyioni  cm) it  co»';>oratiotis’oi 
tDtA»w.ilat«  credit'  bApfej*.  f 
hS^  POAQfe'.  Thctii  Rro  sort 
pl^ixjK  owned  Ljr  thv  inU;maedla.u 
and  sotoe  by  tlw  tn  wit^euw 


j 


^•■«.  0b4>  -i  ;d-nrf3 

X^^rTv  t>t 

•-itf*- :•■ ‘i."  ■  '■  h.*-.  ‘ 


.>*p'  V-iO'd. 


.  «  t' 

-'4  ^ 

■  :  V't < ‘i ■; 


.  •an;^  .-x* 


H- 

Itfffe.'i 


Xir  rv-  .•*;au 

t'.:  ;ro! 


cn 


PAPM  fRKDlT  ACT  OP  I95d  \  co/pc^'atiitna. 

.  :  T,  ,  '  Z  ^  \  TyiX,  YA-mi, ,  AVU5  the  .reiRlcn 

TTttJd'Tt.E.  Mr  /^rvsaSer,  oy  <Jt-  \a  ^  jfou»;‘  the  tajouut  of  iforphr 
tscffiiO  of  tho  C'^ra-nitte'"  onTtuJeO,  i  call  by.  me  tnteroKsdiite  cn-dl; 

^  fT^a  iMsv  tot  its/  ri.i 
ican.  -dfe'-f-  r&iy„iv -ttK  ou 

n».-  tder);  mvd  tht.  resolatl-*.:, 
rvl>  v>;  ■ 


of  a~o(*-^  anti  >  «»  n^iCU  ttoo  U^  rr«i  MV  U^t  its,- 

^  •  •  •»  _  .  .  _ ^  .  4f^*t  .  Alt>^. 


^  r(t  'r  i 
r  >1^7 


■i>x 

•'•  f  r 


.  Xx  '  *«;  >  •,■' 

.  v-  '■  1 

»-•*.  Kti »'  .r.  1 


Wi.  ■  0*’. 

.A- 


•4 


t  Mtr  A.t  ‘o.  -» 


H’  -  m  ux>“i  lh|  *A‘/pX‘  >a 
■■•'tJttiron  '■  ana.'  •>e  m.  wr-lw  ro  tnov^'  •''t. 
V»  .••  Brow;  tv«d  'ivt*.  xh* 

|y.'4  Alt  '  iMiir*  nt>  twi^tave  Af  tJt»! 

■  fT* ’yr,  i-rr"  !*•.  coi-" -r^  Al'to  J  «f-  (ili*'  t.JJ 

j  'a  n.  'i*  H/ifiiji  p’ootvjf’<4'  crertit 

■  v  IK*./  ir  *i  te  ‘■*u«r*^';oierv.A«ytii« 

6.  ■>!  •  pT  4*  r-H  retire,  uyv  ol  Oor- 


o&d  the  amoTint  owned  b>-  the  pro 
it  wtt-poraUoiKr? 

POAOt:.  Wbrtf.ocr^oa 
•lllon  is  for  the  lnt#f!ne<‘ia{< 
UiOd  ahoot  4>12  mllhOrUi-r  t 
dnct^cAcredit  corp^iratirii?:.  I  mi 
th«;  reVrs^'d. 

.  Air.  VATiJS).  So  that  »flV  m* 


<43 

uanjc 


*vi  c 


LA 


S'  dlus  which  are  now  Uf 

tTt,y  of  li  '4  United  f  tatee  Oove 
a  .il  be  ’iscrTfor  the  benefit  of  the 
e.-vr:-ot'id:.l(i;j  *\'!t  that  correct 


CKFICE  OF  BUDGET  AND  FINANCE 
(]^  Department  Staff  Only) 


PROCEEDINGS 

I  OF  INTEREST  TO  THE  DEPARTMENT  OF  A6RICULTURI 


Issued 
For  actions  of 


CONTENTS 


June  5; 

June  hf 

8iith-2nd,  91 


Accountihe*  *  .  .«Ii9 

Agriculture 

appropria'&i^ns  «•..».«  ,li.8 
Animal  diseas^.  ,37 

Appropriations  ,^^11,12^14.2 

.,..?2 

Budgeting X. , ,  ,149 
'eiry.  products . , , , .  X8,17 
Defense  production, ..  .5 

Export  control, 

Farm  credit ,5^ 
Farm  income ,39 
Farm  loans ,7,13 
Farm  products  ,143 

Farm  program. . ..„,,26 

Fisheries , . .  * ,  * ,  * « » , . . ,  .liU 


HIGHLIGHTS;  See  page  7. 


Food  supply. ,  ,2l4 

Foreign  aid, ,20,28 
Foreign  trade , ,29 
Forest  Service, ,,,,,,,, ,12 
Forestry, , • . . , ,,2,19,23,36 
Guam,  •.,.,...c,e.....c,l6 

Health . I49 

Legislative  program, .,. .11 

Livestock® . .lU 

Monopolies ....... .10,18,91 

Personnel, .3,33 

postal  rates . 3ly^ 

Pbultry..,. . Il4,i40 

PulXic  lands .........  ,yX6 

Publics  poxrer . . . , ,  9 

Publicvorks . . .  .32 


Reclamation, . . ,  0/, , , ,21,39 
Recreation, . « . ,  ,,149 
Safety, , » . ,  • .  • ,  •  ,29,146 
Seed, , , , . ,  ,/* . * « . .  c  ,16 

Small  bu^-fiess. ,  ,,19,30,91 
Social  ^ecurity, ,11 
Soil  conservation. ,,,,, ,31 
Strategic  materials ,22 

Bf^us  commodities ,,22^14! 
ation.  .lU ,143 

acco . .  ,,,147 

Transportation,  • , , ,  •  ,ll4,27 
Veterans'  benefits,.,,, ,38 
Mater. ,,, ,31,39 
Fildlif  . . 16 


) 


SENATE 


1,  APPROPRIATIONS,  The  Appr^riations  Committee  report^  with  amendments  H,  R, 

972c,  the  Labor-HEW  appropriation  bill  for  1997  (S,  Kept,  2093);  and  H,  R, 

10003,  the  D,  C,  appi^riation  bill  for  1997  (S.  ReptX209l4),  p, 

Made  the  Labor^HEW  appropriation  bill  its  unfinish^  business  for  consider¬ 
ation  today*  p,  QbyQ 

2,  FORESTRY,  Pass^  without  amendment  H,  R,  5’822_,  to  require  thXjnterior  Depart¬ 

ment  to  estab^sh  a  trout  hatchery  in  the  Pisgah  National  Fore^,  N,  C,  Sen, 
Flanders  dis^ssed,  but  did  not  submit,  -an  amendment  to  this  bilX  to  provide  for 
the  reconsjfe^ction  and  equipment  of  the  fish  hatchery  in  the  GreeiXHountain 
NationaDyForest,  and  stated  that  he  wo^ld  introduce  a  bill  for  thisX^urpose, 

This  hliXl  is  now  ready  for  the  President,  p,  81497 


3»  PERSONNEL*  Passed  without  amendment  H,  R.  3299,  to  preserve  the  basic  coi 
s^^on  of  classified  employees  whose  positions  are  reclassified  to  a  lower 
•ade.  This  bill  is  now  ready  for  the  President,  p,  BI498 


in- 


U.  EXPORT N^ONTROL*  The  Banking  and  Currency  Cominittee  ordered  reported  vdth 
aiRendm^t  H,  R,  90^2,  to  extend  the  Export  Control  Act  of  19U9  for  2  year^ 
p.  D55B  \ 


DEFENSE  PRODUCTION*  The  Banking  and  Currency  Committee  ordered  reported  mth 
amendments  S,  3^07^  to  extend  the  Defense  Production  Act  of  19$0»  p*  D998 


6»  PUBLIC  LANDS*  Ai  Interior  and  Insular  Affairs  subcommittee  order^ r eported 
with  amxendments  \o  the  full  committee  H,  R*  h096,  to  provide  f  os' the  disposal 
of  public  lands  within  highway,  telephone,  and  pipeline  withdrawals  in  Alaska, 
subject  to  appropr^te  easements,  p.  D998 


7«  FARM  LOANS*  An  InteriW  and  Insular  Affairs  subcommittee  offered  reported  vxith- 
out  am.endment  to  the  f^l  committee  H,  R.  8389,  to  trans^r  to  the  Secretar^^  of 
Agriculture  the  respons^ilities  relating  to  Puerto  Rican  hurricane  relief 
loans,  p*  D598 


8.  SCHOOL  MILKt  Sen.  Aiken  ins^ted  a  statement  of  concessional  intent  in  extend¬ 
ing  benefits  of  the  special  ^hool  milk  program  to' certain  child-care  institu'b-' 
ions  and  summer  camps,  which  ^ated  t  at  it  was  ^e  "prevailing  desire  of  the  v 
committee  to  direct  extension  oX^  the  railk  progmm  to  summer  camps  and  to 
settlemient  houses,  orphanages,  an^  other  simi^r  institutions  which  xwere  serv¬ 
ing  economically  underprivileged  cHxildren."  /p.  8ii79 


9«  PUBLIC  POVJER*  Sen,  Neuberger  insertec 
development  of  Niagara  Falls  hydrcelec 


iwspaper  editorial  opposing  the 
project*  p.  8I487 


10,  MONOPOLIES.  Sen#  Butler  inserted  his yC-al^emiCnt  reviewing  and  commending  the 
Administration's  antitrust  enforcement  rei^ord.  p.  81^99 


11,  LEGISLATIVE  PROGRAM.  Majority  le^er  Johns o^announced  that  the  Labor-HEN  and 
D,  C,  appropriation  bills  xwouldyne  taken  up  tt^ay,  and  that  the  social  security 
bill  xwould  be  considered  lateiv'this  xreek.  p.  X^58 


HOUSE 


12,  APPROPRIATIONS Agreed  t^  the  conference  report  on  H*  R.  9390,  the  Interior 
Department  appropriation  bill  for  1997  (including  Fo^st  Service  items), 
p.  8903 

Conferees  were  Cpointed  on  H,  R,  10899,  the  Comm^ce  Department  appropri¬ 
ation  bill  for  1997^  P*  8903  Senate  conferees  xwere  appolnt-ed  on  May  31. 


13.  FARM  LOANS,  The  Agriculture  Committee  reported  with  amendm^t  H,  R,  1191|U,  to 
imiprove  and  simplify  the  credit  facilities  available  to  famwrs  and  to  amend 
the  Bankhead-^nes  Farm  Tenant  act  (H,  Kept,  226o)  (pp,  89ll,\89l7).  Regarding 
this  bill,  ■^e  Committee  issued  the  following  statement  on  Jun^l: 

"The  Oonmittee  on  Agriculture  today  unanimously  ordered  retried  a  bill  by 
Chairman ^ooley  (H,R,  Il9i4ii)  xwhich  xwill  make  important  changes  im.the  direct 
loan  programs  of  the  Department  of  Agriculture  administered  by  thevarmers 
Home  iymninistrationo 

^The  bill  xwas  drafted  by  the  Conservation  and  Credit  Subcommittee  after 
ext^ded  consideration  of  more  than  a  score  of  bills  dealing  with  variVus  aspects 
oy the  Farmers  Home  Administration  loan  programs.  As  reported  by  the  committee, 
le  bill  will  provide  additional  funds  for  emergency  loan  programs,  auth^ize 
'refinancing  of  existing  farm  debts,  provide  assistance  to  part-time  farmei., 
and  complement  the  Great  Plains  Program  and  the  special  program  for  low-inc^iS 
farmers. 


j CONGRESS  ¥¥  ^  OQEfO 

2.  Session  J-|^  ^00^ 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  4, 1956 

Read  twice  and  referred  to  the  Committee  on  Banking  and  Currency 


AN  ACT 

To  extend  the  Defense  Production  Act  of  1950,  as  amended, 

and  for  other  purposes. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  the  first  sentence  of  subsection  (a)  of  section  717  of 

4  the  Defense  Production  Act  of  1950,  as  amended,  is  hereby 

5  amended  by  striking  out  “June  30,  1956”  and  inserting 
Q  in  fieu  thereof  “June  30,  1958”. 

7  Sec.  2.  Subsection  (b)  of  section  303  of  the  Defense 

8  Production  Act  of  1950,  as  amended,  is  hereby  amended 

9  hy  striking  out  “June  30,  1963”  and  inserting  in  lieu  thereof 
10  ^^June  30,  1965”. 


I 


2 


1  Sec.  3.  Subsection  (e)  of  section  710  of  the  Defense 

2  Production  Act  of  1950,  as  amended,  is  hereby  amended  by 

3  adding  at  the  end  thereof  the  following  new  sentence:  “No 

4  such  person  shall  become  a  member  of  the  executive  reserve 

5  unless  he  has  complied,  to  the  extent  applicable,  with  the 

6  same  requirements  as  apply  with  respect  to  persons  appointed 

7  under  subsection  (b)  of  this  section;  this  sentence  shall  not 

8  be  construed  as  requiring  any  member  of  the  executive 

9  reserve  to  file  a  statement  of  changes  in  interests  in  con- 

10  formity  with  the  last  sentence  of  paragraph  (6)  of  sub- 

11  section  (b) 

12  Sec.  4.  Section  712  of  the  Defense  Production  Act  of 

13  1950  is  amended  by  adding  at  the  end  thereof  the  following 
new  subsection : 

“(f)  The  Secretary  of  Commerce  shall  make  a  special 
investigation  and  study  of  the  production,  allocation,  dis- 
tribution,  use  of  nickel,  of  its  resale  as  scrap,  and  of  other 
aspects  of  the  current  situation  with  respect  to  supply  and 
marketing  of  nickel,  with  particular  attention  to,  among 

20  other  things,  the  adequacy  of  the  present  system  of  nickel 

21  allocation  between  defense  and  civilian  users.  The  Secretary 

22  of  Commerce  shall  consult  with  the  Joint  Committee  on 
Defense  Production  during  the  course  of  such  investigation 
and  study  with  respect  to  the  progress  achieved  and  the 

2^  results  of  the  investigation  and  study,  and  shall  make  an 


1 

2 

3 

4 

5 

6 

7 

8 

9 
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interim  report  on  the  results  of  the  investigation  and  study 
on  or  before  July  15,  1956,  and  shall,  on  or  before  Decem¬ 
ber  31,  1956,  make  a  final  report  on  the  results  of  such 
investigation  and  study,  together  with  such  reconunendations 
as  the  Secretarv  of  Commerce  deems  advisable.  Such  re- 
ports  shall  be  made  to  the  Senate  (or  to  the  Secretary  of  the 
Senate  if  the  Senate  is  not  in  session)  and  to  the  House  of 
Eepresentatives  (or  to  the  Clerk  of  the  House  of  Repre¬ 
sentatives  if  the  House  is  not  in  session) 

Passed  the  House  of  Representatives  May  31,  1956. 


Attest: 


RALPH  R.  ROBERTS, 

Clerk. 
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PROCEEDINGS 


OF  INTEREST  TO  THE  DEPARTMENT  OF  A6RICULTUR 


^ICE  OF  BUDGET  AND  FINANCE 
(Ptyr  Department  Staff  Only) 


Issued 
For  actions  of 


CONTENTS 
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June  lU, 
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Legislative  program, . ,6,23 
Loans,  farm, ,,2,6  Xjater  pollution,,,,,,, »,l5 


HIGHLIGHTS:  House  committee  ord^x;ed  reported  n(6/ised  housing  bill.  Both  Houses 
agreed  to  conference  report  on  Commerce  appropriation  bill.  Ready  for  President, 
Senate  committee  reported  bill  to  e:iXend  Defuse  Production  Act,  Sen,  Capehart 
iirged  new  research  program  to  develop \dd:i^onal  industrial  uses  of  agricultural 
products.  Senate  passed  bill  to  ext end '@5^ or t  Control  Act, 


) 


HOUSE 

1,  APPROPRIATIONS ♦  Both  Hoja^ses  agreed  to  the  confe^^ce  report  on  H,  R,  10899,  the 

Commerce  Department  ana  related  agencies  appropriation  bill  for  1957*  pp#933l;, 
9373  This  bill  is  lym  ready  for  the  Presiaent. 

2,  FARM  LOANS.  The  Banking  and  Currency  Committee  orderecISreported  H,  R,  117l;2^  to 
extend  and  amend  lax^rs  relating  to  the  provision  and  imprW^i’is^^'t'  of  housing  and 
conservation  ^fnd  development  of  urban  communitities,  and  ^j^tain  farm  housing 
programs,  D629 

The  '^ily  Digest"  states  that  the  Rules  Committee  gran-^d  a  rule  for  the 
consider;Blt.ion  of  H,  R,  ll51;i;,  to  amend  the  Bankhead- Jones  FarmNTenant  Act^  to 
improver  and  simplify  credit  facilities  available  to  farmers,  p,\p630 

3,  ALA^K!A5  FOEESTS,  Conferees  were  appointed  on  H,  R,  6376,  to  provideXor  the 
spitalization  and  care  of  the  mentally  ill  , of  Alaska,  including  a  gi^nt  of 

,  lot  to  exceed  1  million  acres  of  public  lands  to  assist  in  carrying  ouXthe 
program  (includes  lands  eliminated  from  national  forests),  p,  937^  Sen^e 
conferees  have  not  yet  been  appointed. 


u* 


pi'ITRACTS*  Rep,  Crumpacker  requested  and  received  permission  for  the  Judicis 
[rmittee  to  file,  by  Fri,  midnight,  a  report  on  S,  l6hhj  to  prescribe  polij 
an^V  to  improve  existing  procedure  and  practices  in  connection  ijith  the  leW 
of  Twnp-sum  Federal  construction  contracts  and  to  place  the  awarding  of  an ;h 
contr^ts  on  a  more  efficient  basis,  p,  937k 


"9  4  AREA  ASS] 
certain  C( 


'Ai'ICE,  Rep,  Flood  spoke  in  favor  of  his  bill  H,  R,  11715^ 
iditions  in  areas  of  excessive  unemployment,  p,  93Qk 


alleviatf 

J 


6,  LEGISLATIVE  PlK^RAM*  Rep,  UcCormack  announced  the  follovjing  sc  die  for  the 
week  of  June  Mon,,  Consent  Calendar,  then  bills  relating  t  efinition  of 
dry  milk  solids\nd  the  development  of  improved  marketing  faci  iesj  Tues,, 
Private  Calendar jNand  balance  of  the  vreek,  new  farm  loan  bil^  using  bill, 
and  supergrades  bill,  p,  937k 


7,  ADJOURNED  until  Mon,,  \jne  18,  pp,  937k,  938h 

SENATE 


8,  RESEARCH,  Sen,  Capehart  urged  passage  of  his  bill  \  3503)  providing  for  a 
research  program  for  the  deve?^npment  of  increased  d  additional  industrial 
uses  of  agricultural  products,Nand  inserted  sever,  statements  and  newspaper 
articles  in  support  of  the  billX  p,  9315 


9,  DEFENSE  PRODUCTION,  The  Banking  and  Cinrency  Committee  reported  with  amendments 
H,  R,  9852,  to  extend  the  Defense  Production  Act  of  1950  (S,  Report,  2237), 
p.  9261 


10,  FOREIGN  TRADE,  Passed  with  amendments  9052,  to  extend  the  Export  Control 

Act  of  19i;9  for  2  years,  p,  9361  . 


11,  SAFETY,  Sen,  Humphrey  inserted  a  ma^zine  editorial  in  support  of  S,  35l7>  to 
provide  for  the  reorganization  of  "^e  GovemmXt  safety  functions  p,  926o 


12,  APPROPRIATIONS,  The  Appropriatic^  Committee  repainted  vjith  amendments  H,R, 
llli73,  the  legislative  branch  ^^ropriation  bill  f^  1957  (S,  Rept,  2236), 

p,  9260 


13,  LAI®,  The  Judiciary  Commit'^e  reported  with  an  amendmeiW  S,  33h3,  to  establish 
rules  of  interpretation  governing  questions  of  the  effeX,  of  acts  of  Congress 
on  State  laws  (S,  Rept,  ^30),  p,  926o 


lU.  FOOD  SUPPLY,  Sen  Pa3me /inserted  and  commented  on  a  survey  of  ^e  National  Academy 
of  Sciences  concerni^  the  effects  of  radioactivity  on  heredity,  environment, 
and  food  supply,  pi  9267 


l5,  WATER  POLLUTION,  /Conferees  were  appointed  on  S,  890,  to  extend  anoSstrengthen 
the  'later  Polli^ion  Control  Act,  House  conferees  xiiere  appointed  Juri^  13, 
p.  9281- 


l6,  PRICE  SUPPORT,  Agreed  to  S,  Res,  283,  authorizing  the  Library  of  Congreli^  and 
the  staff /6f  the  Agriculture  and  Forestiyr'  Committee  to  prepare  a  compilation 
of  matei^l  related  to  the  price  support  program  for  use  of  high  school  de^t- 
■“ers,  ^n,  Knowland  gave  notice  of  a  motion  to  reconsider  the  vote  by  which 
the  r^olution  was  agreed  to.  Sen,  Aiken  criticized  certain  material  to  be 


eluded  in  the  compilation,  pp,  926k,  9338 


Calendar  No.  2259 


84th  Congress'! 

2d  Session  } 


SENATE 


/  Report 

\No.  2237 


DEFENSE  PRODUCTION  ACT  AMENDMENTS 

OF  1956 


REPORT 

TOGETHER  WITH 

INDIVIDUAL  VIEWS  OF  MR.  BUSH 

OF  THE 

COMMITTEE  ON  BANKING  AND  CURRENCY 

TO  ACCOMPANY 

H.  R.  9852 


June  14  (legislative  day,  June  11),  1956. — Ordered  to  be  printed 


UNITED  STATES 

GOVERNMENT  PRINTING  OFFICE 
71006  WASHINGTON  :  1956 


COMMITTEE  ON  BANKING  AND  CURRENCY 

J.  W.  FULBRIGHT,  Arkansas,  Chairman 


A.  WILLIS  ROBERTSON,  Virginia 
JOHN  J.  SPARKMAN,  Alabama 
J.  ALLEN  FREAR,  JR.,  Delaware 
PAUL  H.  DOUGLAS,  Illinois 
HERBERT  H.  LEHMAN,  New  York 
A.  S.  MIKE  MONRONEY,  Oklahoma 
WAYNE  MORSE,  Oregon 


HOMER  E.  CAPEHART,  Indiana 
JOHN  W.  BRICKER,  Ohio 
IRVING  M.  IVES,  New  York 
WALLACE  F.  BENNETT,  Utah 
PRESCOTT  S.  BUSH,  Connecticut 
J.  GLENN  BEALL,  Maryland 
FREDERICK  G.  PAYNE,  Maine 


J.  H.  YrNOUNQ,  Chief  Clerk 
Robert  A.  Wallace,  Staff  Director 


n 


SENATE 


84th  Congress 
Session 


Calendar  No.  2259 


I 


Ketort 
No.  2237 


DEFENSE  PRODITCTION  ACT  AMENDMENTS  OF  195() 


June  14  (legislative  day,  June  11),  1956. — -Ordered  to  be  printed 


Mr.  Fulbkight,  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 

REPORT 

[To  accompany  H.  R,  9852] 

Togetlier  with  tlie 

INDIVIDUAL  VIEWS  OF  MR.  BUSH 

The  Committee  on  Banking  and  Currency,  to  whom  was  referred 
the  bill  (H.  R.  9852)  to  extend  the  Defense  Production  Act  of  1950,  as 
amended,  having  considered  the  same,  report  favorably  thereon  with 
amendments  and  recommend  that  the  bill  as  amended  do  pass. 

Provisions  of  the  Bill 

The  bill  would  extend  the  Defense  Production  Act  of  1950,  which 
otherwise  will  expire  on  June  30  of  this  year,  for  2  additional  years,  to 
.June  30,  1958.  It  would  make  a  corresponding  extension,  from  June 
1:10,  1963,  to  June  30,  1965,  in  the  authority  to  purchase  strategic 
materials  under  section  303  of  the  act.  In  addition,  it  would  require 
the  Secretary  of  Commerce  to  make  a  study,  in  consultation  with  the 
Joint  Committee  on  Defense  Production,  of  the  various  aspects  of 
the  supply  and  marketing  of  nickel,  with  an  uiterim  report  to  be  filed 
by  July  15,  1956,  and  a  final  report  by  December  31,  1956. 

Under  committee  amendments,  the  bill  would  (1)  give  congressional 
sanction  and  support  to  the  principle  of  geographical  dispersal  of  new 
Government-assisted  defense  facilities,  in  the  interest  of  national 
security;  (2)  strengthen  the  President’s  hand  in  exercising  the  alloca¬ 
tion  authority  when  defense  requirements  cause  significant  disloca¬ 
tion  of  normal  distribution;  and  (3)  simplify  pajmient  of  the  expenses 
of  the  Joint  Committee  on  Defense  Production. 

The  bill,  as  amended  by  the  committee,  does  not  contain  the  pro¬ 
vision  of  H.  R.  9852  requirmg  members  of  the  Executive  Reserve  to 
file  statements  of  their  financial  interests  in  the  Federal  Register  at 
the  time  of  their  appointment  in  the  reserve. 


1 


2 


DEFENSE  PRODUCTION  ACT  AMENDMENTS  OF  1956 


Genekad  Statement 

The  maiutenaiice  of  a  strong  and  flexible  defense  program  requires 
that  current  military  and  atomic-energy  programs  proceed  without 
interruption.  In  addition,  a  broad  and  diversified  mobilization  base 
must  be  established  which  will  reflect  new  requirements  resulting 
from  changes  in  technology  and  strategy.  The  authorities  provided 
in  the  Defense  Froduction^Act  are  essential  to  meet  these  objectives. 

The  powers  granted  by  the  Defense  Production  Act  which  would 
be  extendecl  for  2  years  by  this  bill  include  the  priorities  and  alloca¬ 
tions  powers  (sec.  101);  restrictions  on  hoardmg  scarce  materials 
(sec.  102) ;  authority  to  guarantee  defense  contracts  (sec.  301) ;  lending 
authority  (sec.  302);  authority  to  establish  purchase  programs  for 
metals,  minerals  and  other  materials  and  to  encourage  exploration, 
development,  and  mining  of  minerals  and  metals  (sec.  303) ;  borrowing 
authority  (sec.  304) ;  and  the  ancillary  powers  contained  in  title  VTl, 
such  as  the  authority  to  require  the  filing  of  reports  and  to  compel  I 
the  disclosure  of  information  (sec.  705);  enforcement  authorities  (sec. 
706) ;  authority  to  provide  antitrust  exemption  for  certain  voluntary 
agreements  and  programs  (sec.  708);  exemption  from  the  Adminis¬ 
trative  Procedure  Act,  except  section  3  thereof  (sec.  709);  authority 
to  employ  persons  without  compensation  on  a  full-time  or  part-time 
basis  with  exemptions  from  the  conflict-of-interest  statutes  (sec.  710); 
and  authority  for  the  Joint  Committee  on  Defense  Production  (sec. 
712). 

Dispersal 

The  problem  of  the  concentration  of  industrial  strength  m  close 
spaced  areas  has  become  of  vital  significance  in  this  day  of  the  H-bomb. 
Admiral  Strauss,  Chairman  of  the  Atomic  Energy  Commission,  set 
forth  the  sunple  but  appalling  facts  in  a  statement  on  the  effects  of 
high-yield  nuclear  explosions: 

The  very  large  thermonuclear  device  tested  at  Bikini  Atoll 
on  March  1,  1954,  was  detonated  on  a  coral  island  and  the 
ensumg  fallout  contaminated  an  elongated,  cigar-shaped  area 
extending  approximately  220  statute  miles  downwind  and 
varying  in  width  up  to  40  miles.  In  addition,  there  was  a 
contaminated  area  upwind  and  crosswind  extending  possibly 
20  miles  from  the  pomt  of  detonation. 

*  *  *  it  is  estimated  that  *  *  *  there  was  sufficient 
radioactivity  in  a  downwind  belt  about  140  miles  in  length 
and  of  varying  wddth  up  to  20  miles  to  have  seriously  threat¬ 
ened  the  lives  of  nearly  all  persons  in  the  area  who  took  no 
protective  measures. 

Thus,  about  7,000  square  miles  of  territory  downwind 
from  the  point  of  burst  was  so  contaminated  that  survival 
might  have  depended  upon  prompt  evacuation  of  the  area 
or  upon  taking  shelter  and  other  protective  measures. 

*  *  *  *  * 

Tvv'o  important  characteristics  of  any  nuclear  explosion, 
other  than  those  from  fallout,  are  ibe  ('llecls  of  blast  and 
heat  *  *  *.  The  intensity  and  area  of  the  blast  and  heat 
effects  increase  in  relation  to  the  greater  energy  vield  of 
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thf  explosion.  *  *  *  an  atoniic  bomb  of  tlie  earliest  type, 
equivalent  to  20,000  tons  of  TXT,  would  produce  blast  and 
heat  sufllcient  to  destroy,  or  damage  severely,  buildings 
within  a  radius  of  more  than  1  mile  from  the  ('xplosion 
point,  'rhe  United  States  has  develojied  fission  bombs 
many  tinu'S  as  powerful  as  llie  first  atomic  bombs,  ami 
hydrogen  wea])ons  in  the  I’angi's  of  millions  of  tons  [mega¬ 
tons]  of  TXT  equivalent  ((pioted  from  Fedeial  Disaster 
.Tnsurance  Stafi’  Study,  Senati'  Banking  and  Currency  Com¬ 
mittee,  84lh  Cong.,  ist  sess.,  pp.  194-19()). 

I'he  H-bomb  and  the  full  appreciation  of  the  dangers  of  fallout 
have  emphasizi'd  the  attention  given  to  dispersal.  The  Nation’s 
ability  to  fight  back  after  an  attack  depends  in  large  part  on  our 
ability  to  continue  producing  the  w'eapons  of  w^ar  and  civilian  goods 
necessary  for  the  next  phase  of  a  war.  The  Office  of  Defense  Mobili¬ 
zation,  the  Department  of  Defense,  and  the  Department  of  Com¬ 
merce  luxve  recognized  this  need  and  are  cooperating  in  a  program  to 
help  locate  new  plants  in  dispersed  areas,  when  practicable.  Of 
course,  the  many  other  factors  which  necessarily  limit  the  location 
of  industrial  pilants  must  be  liorne  in  mind. 

The  committee  (explored  the  problems  of  dispersal  at  the  hearings 
with  the  Director  of  the  Office  of  Defense  Mobilization  and  Secretary 
of  Commerce  Weeks,  and  also  received  the  comments  of  other  agencies. 
All  the  agencies  commenting  on  the  jiroposal  recognized,  the  im¬ 
portance  of  dispersal,  and  declared  it  vital  to  continue  the  Govern¬ 
ment’s  policy  of  consid(Ting  dispersal  as  one  of  the  important  factors 
in  the  location  of  Government-assisted  new  plants. 

Dr.  Flemming,  Secretary  Weeks,  Governor  Peterson,  Director  of 
the  Federal  Civil  Defense  Administration,  and  Mr.  Wendell  Barnes. 
Director  of  the  Small  Business  Administration,  supported  the  amend¬ 
ment.  as  an  expj-ession  of  congressional  approval  and  support  for  the 
policy  which  would  be  helpful  in  securing  public  cooperation  and  wmuld 
assist  in  making  substantial  and  intelligent  progress  in  the  program. 

The  Department  of  the  Air  Force,  for  the  Department  of  Defense, 
expressed  complete  approval  of  the  policy,  which  is  being  carried  out 
in  the  Department  of  Defense  under  Department  directives,  but  op¬ 
posed  the  amendment  on  the  ground  that  it  might  give  rise  to  question 
as  to  its  interpj-etation  in  individual  cases  and  might  be  confusing. 
The  committee  considers  tliat  this  comment  misses  the  purpose  and 
effect  of  the  amendment. 

The  amendment  does  not  apply  the  principle  of  dispersal  to  existing 
jilants.  It  does  not  require  replacing  existing  industries.  And  it 
does  not  mean  that  geographical  dispersal  is  the  only,  or  in  some  cases 
even  the  principal,  factor  to  be  considered. 

The  amendment  is  designed  to  give  an  expression  of  congressional 
support  and  approval  of  the  dispersal  policies  which  the  agencies  have 
already  adopted,  and  the  dispersal  program  which  they  are  already 
carrying  out.  ’Phe  amendment  calls  for  the  application  of  the  prin¬ 
ciple  of  geographical  dispersal  of  industrial  facilities,  under  the 
coordination  of  the  Office  of  Defense  Mobilization,  (1)  when  practi¬ 
cable,  (2)  when  consistent  with  existing  law,  and  (3)  wdien  consistent 
with  the  desirability  of  maintaining  a  sound  economy.  Full  recogni¬ 
tion  can  and  should  be  given  under  this  provision  to  the  many  other 
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factors  entering  into  the  location  of  industrial  plants:  access  to  raw 
materials,  power,  labor,  transportation,  etc. 

It  is  the  considered  view  of  the  committee  that  the  amendment  will 
bring  public  support  to  the  agencies’  dispersal  program,  and  thereby 
contribute  to  the  national  security.  _ 

The  principle  of  geographical  dispersal  is  vihil  to  our  national 
security.  Congress  should  not  shhk  responsibility  for  this  policy. 
The  committee  urges  that  Congress  give  its  full  support  to  the  hgencies 
working  on  this  progi'am,  through  the  enactment  of  this  amendment. 

PuiOKITIES  AND  ALLOCATIONS 

To  maintain  the  necessary  level  of  defense  procurement  without 
interruption  during  a  period  when  the  recpiirements  of  an  expanding 
economy  for  materials  and  facilities  are  extremely  high,  it  is  necessaiy 
to  insure  a  preference  for  deliveiy  on  defense  orders.  Thus,  the 
priorities  and  allocations  authority  of  title  I  of  the  act  is  of  gi  eat  . 
unportance  to  the  procurement  programs  of  the  Department  of  | 
Defense  and  the  Atomic  Energy  Commission. 

The  Defense  Production  Act  authorizes  the  Department  of  Com¬ 
merce  to  operate  a  defense  materials  system.  This  system  reipiires 
producers  of  basic  forms  and  shapes  of  steel,  copper,  and  aluminum  to 
set  aside  certain  percentages  of  their  production  for  the  Idling  of  identi¬ 
fied  defense  orders.  These  orders  are  given  a  preference  in  delivery 
which  applies,  not  only  to  the  basic  materials  in  those  setasides,  but 
also  to  other  materials,  such  as  nickels  and  to  the  various  components 
entering  into  the  production  of  the  end  item  ordered. 

This  devise  also  insures  the  equitable  distribution  of  defense  orders 
among  the  various  producers  of  basic  items  and  leaves  to  each  pro¬ 
ducer  of  such  materials  a  relative  share  of  his  production  for  supply¬ 
ing  his  customers  in  the  civilian  market. 

The  coinmittee  noted  that  transpoi’tation  orders  d— 1  and  r-2  have 
been  continued  in  force  under  the  authority  of  title  1  of  the  act. 
These  orders  prohibit  United  States  ships  and  airplanes  (a)  from  carry¬ 
ing  any  cargo  destined  for  Communist  China  or  North  Korea,  wherever 
picked  up,  and  ib)  from  going  to  any  seaport  or  airport  in  Communist 
China  or  Ntorth  Korea.  The  committee  views  these  orders  as  a  proper^ 
exercise  of  the  allocation  authority,  and  considers  it  important  totj 
continue  the  authority  on  wliich  they  are  based. 

SHORT .^GKS  IN  THE  CIVILI.VN  M.VRKET 

The  committee  was  informed  of  shortages  of  a  number  of  important 
materials — aluminum,  cojiiior,  nickel,  steel,  and  cement  aiul  re^ilting 
price  increases,  premium  prices  and  gray  markets,  and  maldistribution 
and  hardships.  This  situation  has  caused  concern  to  small  films 
throughout  the  country,  and  also  to  the  Small  Business  Administration 
and  the  Department  of  Justice.  The  Attorney  General’s  report  of 
Aprd  13,  1956,  under  the  Small  Business  Act  points  up  the  problems 
involved,  particular!}'  in  the  matter  of  distribution  of  thc^se  scarce 

materials.  •  i  • 

The  nickel  situation  is  typical  of  many  other  materials,  but  is 
particularly  marked.  Defense  requirements,  including  stockpile 
purchases,  have  been  taking  a  large  part  of  the  supply,  leavmg 
insufficient  quantities  for  the  civilian  market.  Most  civilian  con- 
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sumers  of  nickel  are  receiving  only  a  small  fraction  of  then-  needs, 
and  in  addition  they  are  faced  with  a  3-price  arrangement — regular- 
or  market-priced  nickel,  premium-price  nickel  (Government  nickel 
diverted  by  ODM  from  the  stockpile)  at  about  twice  the  price  of 
regular  nickel,  and  gray-market  nickel  (nickel  diverted  from  other 
contracts  or  purchased  abroad,  but  without  violation  of  law)  at  about 
3  times  the  market  price.  Black-market  nickel  (nickel  obtained  or 
sold  in  violation  of  law,  for  example,  illegally  diverted  defense  sup¬ 
plies)  apparently  sells  at  about  the  same  price  as  gray- market  nickel. 

Dr.  Flemming  and  Secretary  Weeks  have  recognized  the  existence 
of  these  shortages  and  the  resulting  effects  on  prices  and  distribution. 
Both  have  urged  that  no  further  governmental  action  is  necessary  or 
desirable.  Both  have  taken  the  position  that  the  only  cure  for  the 
present  situation  is  an  increase  in  the  supply  of  nickel,  which  is  being 
sought  by  ODM  and  GSA  through  the  financial  measures  provided 
in  title  III  of  the  act.  (It  may  however,  be  noted  that  an  announce¬ 
ment  has  recently  been  made  by  ODM  that  nickel  alloys  will  be 
Iplaced  under  the  controlled  materials  plan  beginning  in  July,  and 
that  ODM  and  Commerce  are  considering  exercising  certain  controls 
over  nickel  scrap.) 

Testimony  before  the  Joint  Committee  on  Defense  Production  and 
the  Senate  Select  Committee  on  Small  Business  describes  the  present 
system  of  allocating  nickel.  Before  controls  were  removed  in  1953, 
nickel  producers  and  suppliers  gave  assurances  to  the  Office  of  Defense 
Mobilization  and  the  Department  of  Commerce  that  they  would 
distribute  nondefense  nickel  in  an  equitable  and  orderly  fashion. 
The  producers  and  suppliers  agreed  to  continue  the  base  period 
civilian  allocations  established  b}"  the  National  Production  Authority 
under  the  Defense  Production  Act  and  permit  examination  of  their 
books  by  the  Department  of  Commerce  to  assure  that  these  agree¬ 
ments  were  being  kept.  These  arrangements  are  being  carried  out, 
and  the  Government-owned  supply  of  nickel  is  being  allocated  so  as 
to  complement  this  voluntary  allocation  system. 

Mr.  Mueller,  Assistant  Secretary  of  Commerce  for  Domestic 
Affairs,  in  his  testimony  of  May  31,  1956,  before  the  Senate  Select 
Committee  on  Small  Business,  gave  the  following  description  of  the 

i operations  of  the  present  voluntary  allocation  system: 

Of  great  practical  significance  has  been  the  position  of 
the  International  Nickel  Co.  as  the  predominant  producer- 
supplier.  This  has  enabled  it  to  adjust  its  distribution  to 
take  into  account  c^uantities  of  nickel  received  by  its  custom¬ 
ers  from  other  suppliers.  Inco  apportions  its  deliveries  on  a 
basis  which  takes  into  account  the  consumer’s  individual 
historical  use  during  a  base  period.  xVppropriate  adjustment 
is  made  for  such  factors  as  loss  of  nickel  consumption  during 
the  period  of  Government  use  of  restrictions,  new  entry 
into  business  and  the  like.  The  plating  suppliers  in  turn 
acUiere  to  a  practice  of  distributing  the  nondefense  nickel 
received  by  them  to  their  plating  customers  on  the  basis  of 
their  respective  average  monthly  base  purchases  during  the 
most  favorable  of  the  following  6-month  periods:  First 
half  of  1949,  second  half  of  1949,  or  first  half  of  1950.  Here, 
again,  provision  is  made  to  accommodate  the  needs  of  new 
platers  to  a  limited  extent. 
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When  the  distributor  of  Government-owned  Nicaro  Nickel 
receives  a  request  from  potential  new  customers,  the  applica¬ 
tion  is  referred  to  the  GSA  for  credit  reference.  The  GSA 
has  in  the  past  requested  the  Department  of  Commerce  to 
advise  the  GSA  whether  the  potential  customer  is  a  bona  fide 
nickel  consumer  and  not  a  person  who  seeks  to  purchase 
nickel  solely  for  the  purpose  of  resale.  The  Department  of 
Commerce  advice  is  limited  to  a  description  of  the  known 
nickel-consuming  history  of  the  potential  customer  and  rec¬ 
ommendation  of  action  on  application  of  customer.  GSA  as 
the  administering  agency  of  the  Nicaro  operations  makes 
the  decision. 

In  authorizing  diversions  of  premium-price  nickel  the 
Government  specifies  that  the  nickel  is  to  be  distributed  in  a 
fair  and  equitable  manner. 

Mr.  Mueller  referred  in  this  testimony  to  the  cooperation  and  will¬ 
ingness  of  the  producers  and  suppliers  “in  subjecting  their  dealings 
and  records  to  Government  inquir}^  and  inspection  as  requested.'* 
The  scope  of  these  inquiries  is  indicated  by  the  following  statement 
from  the  same  statement  by  Mr.  Mueller: 

Now,  I  should  like  to  refer  briefly  to  certain  otlier  activi¬ 
ties  of  the  Department  of  Commerce  in  connection  with  civilian 
acquisition  of  nickel.  During  the  past  year  over  300  inquiries 
were  received  by  the  Department  from  persons  who  indi¬ 
cated  that  they  felt  they  were  not  receiving  their  fair  share 
of  nickel  supplies.  Every  one  of  these  was  checked  into  by 
the  Business  and  Defense  Services  Administration,  and  only 
in  one  case  did  we  find  that  the  complainant  had  not  re¬ 
ceived  his  fair  share.  This  situation  was  promptly  corrected 
by  the  supplier  when  called  to  his  attention  by  us. 

In  the  Commerce  Department  report,  A  Review  of  Nickel  in  the 
United  States,  1946  to  1956,”  issued  December  1955,  the  active  part 
played  by  the  Government  in  the  present  distribution  system  is  made 
clear  in  the  following : 

Question.  What  steps  are  taken  by  the  Government  to 
assure  equitable  distribution  of  nickel?  d 

Answer.  BDSA  personnel  conduct  a  monthly  audit  of 
nickel  distribiition  by  nickel  producers  in  order  to  make 
sure  that  some  nickel  consumers  do  not  get  more  than  their 
fair  share.  This  is  done  hy  BDSA  personnel  matching  up 
the  order  boards  of  nickel  producers  in  order  to  insure  that 
consumers  do  not  place  duplicate  orders  vdth  different  sup¬ 
pliers.  In  addition,  the  order  boards  of  the  nickel  plating 
suppliers  are  audited  periodically.  The  most  recent  audit 
was  conducted  during  September  of  this  year.  In  this  way 
any  inequities  can  be  corrected  quickly. 

Dr.  Flemming’s  understanding  of  the  present  place  of  the  Govern¬ 
ment  in  allocating  nickel  differed  sharply,  as  did  Ids  views  on  the 
desirability  of  Government  participation  in  informal  controls: 

Although  liaison  has  been  maintained  in  this  mamier  it 
should  be  emphasized  that  the  Government  has  made  no 
effort  to  adjudicate  conflicting  claims  within  the  civilian 
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economy  for  nickel.  Any  effort  to  do  so  would  represent  a 
step  in  the  direction  of  controls. 

For  example,  the  Government  might  be  impressed  with 
the  case  made  by  a  claimant.  It  might  indicate  to  a  pro¬ 
ducer  that  it  was  impressed  with  his  claim.  The  producer 
.might  act.  If  he  did  so,  he  would  be  reducing  the  supply 
available  to  other  claimants.  These  other  claimants  would 
then  present  their  cases  to  the  Government.  The  Govern¬ 
ment,  in  all  fairness,  would  have  to  look  at  their  claims.  If  it 
decided  that  one  of  the  new  claimants  had  established  a  case 
for  different  treatment  than  it  was  receiving,  it  would  find 
itself  in  a  position  where,  in  all  fairness,  it  should  so  indicate 
to  the  producers. 

The  Govermnent  would  then  be  in  the  business  of  con¬ 
trolling  the  distribution  of  nickel  within  the  civilian  economy 
in  an  inforjuial  mamier.  Formal  control  over  the  distribu¬ 
tion  of  nickel  in  the  civilian  economy  would  bring  a  great 
many  liabilities  in  its  wake.  Informal  controls  would  create 
even  more  serious  liabilities.  If  we  are  going  to  have  con¬ 
trols,  they  shoidd  be  formal  controls  so  that  everyone  knows 
the  rules  of  the  game  (prepared  statement  of  Dr.  Flemming 
for  the  Senate  Select  Committee  on  Small  Business,  May  31, 
1956). 

The  committee  is  not  satisfied  with  the  present  nickel  situation: 

1.  The  committee  does  not  agree  with  the  Department  of  Com¬ 
merce  that  the  present  distribution  of  nickel  is  equitable  and  that 
every  user  of  nickel  has  received  his  fair  share.  On  the  contrary, 
the  committee  feels  the  present  situation  is  unfair,  confusing  and 
chaotic. 

2.  The  committee  does  not  agree  that  the  present  voluntary  allo¬ 
cation  system  constitutes  either  freedom  from  Government  control  or 
free  competitive  private  enterprise.  On  the  contrary,  the  committee 
considers  that  the  present  distribution  system  involves  an  undesirable 
kind  of  informal  control,  subject  to  no  formal  rules  or  procedures. 

3.  The  committee  feels  that  when  defense  requirements  take  so 
much  of  the  available  supply  of  a  material  that  the  civilian  market  is 
•seriously  dislocated,  threatening  many  independent  small  businesses 
with  extinction,  the  Government  cannot  wash  its  hands  of  responsi¬ 
bility.  Under  these  conditions  the  Government  is  under  a  duty  to 
take  all  practicable  steps  to  alleviate  the  situation  caused  by  the 
requirements  of  defense. 


Nickel  Survey 

While  recent  hearings  have  brought  to  light  considerable  informa¬ 
tion  about  the  nickel  situation,  the  committee  was  not  satisfied  that 
the  full  story  is  yet  revealed. 

Accordingly,  the  committee  approved  the  provision  of  H.  R.  9852 
which  would  require  the  Secretary  of  Commerce  to  make  a  special 
investigation  and  study  of  the  production,  allocation,  distribution  and 
use  of  nickel,  of  its  resale  of  scrap,  and  of  other  aspects  of  the  current 
situation  with  respect  to  the  supply  and  marketing  of  nickel,  including 
particular!}’'  the  adequacy  of  the  present  system  of  nickel  allocation 
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between  defense  and  civilian  users.  The  Secretary  is  required  to 
consult  with  the  Joint  Committee  on  Defense  Production  during  the 
investigation  and  study  on  the  progress  achieved  and  the  results  ob¬ 
tained.  The  Secretary  is  required  to  make  an  interim  report  by 
July  15,  1956,  and  a  final  report  by  December  31,  1956.  These 
reports  will  include  the  results  of  the  investigation  and  such  recom¬ 
mendations  as  the  Secretary  deems  advisable. 

In  making  this  investigation  and  study,  and  in  formulating  the 
recommendations  thereon,  the  Secretary  of  Commerce  should  con¬ 
sult  with  and  obtain  the  advice  of  the  Small  Business  Administrator 
and  the  Attorney  General. 

Amendment  to  Section  701  (c) 

The  committee  found  that  the  Office  of  Defense  Mobilization  and 
the  Department  of  Commerce  were  in  disagreement,  and  in  some 
confusion,  on  the  matter  of  their  authority  under  the  Defense 
Production  Act.  | 

The  Department  of  Commerce  has  expressed  the  following  view, 
in  a  letter  of  April  25,  1956: 

As  you  doubtless  know.  Government  is  without  authority 
to  direct  or  request  a  supplier  to  provide  any  particular 
quantity  of  nickel  for  nondefense  uses  (Congressional  Record, 

May  31,  1956,  p.  8433). 

Dr.  Flemming,  on  the  other  hand,  gave  the  following  testimony 
before  the  committee: 

As  we  interpret,  of  course,  section  101  (b),  to  which  you 
have  referred,  it  lays  down  the  policy  under  which  the  Presi¬ 
dent  could  move  in  and  exercise  control  of  materials  over 
the  civilian  market.  In  other  words,  when  these  conditions 
prevail,  he  may  then  exercise  those  controls  if  he  so  desires. 

I  am  sure  that  someone  could  make  a  pretty  good  case  for 
saying  that  the  nickel  situation  comes  within  the  purview  of 
the  language  of  101  (b),  which  conceivably  could  put  the 
executive  branch  in  a  position  where  it  could  legally  decide 
to  control  the  general  distribution  of  nickel  in  the  civilian  / 
market.  It  coidd  do  it  legally.  \ 

As  a  matter  of  policy,  we  do  not  feel  that  that  is  the  thing 
to  do,  because  we  do  not  feel  that  that  would  provide  any 
real  solution  to  the  difficult  problem  that  confronts  us  in 
the  field  of  nickel  at  the  present  time  (hearings,  pp.  37-38). 

Section  101  (a)  of  the  Defense  Production  Act  contains  the  same 
broad  and  flexible  priority  and  allocation  powers  that  were  granted  in 
1950.  Under  these  powers,  many  different  forms  of  controls  can  be 
exercised,  including  fuU  allocation  of  the  entire  supply  of  a  material, 
end  use  restrictions,  conservation  measures,  priorities  for  military 
requirements,  and  other  appropriate  measures  of  control. 

Section  101  (b)  was  enacted  in  1953.  This  provided  that  the 
priority  and  allocation  powers  should  not  be  used  “to  control  the 
general  distribution  of  any  material  in  the  civilian  market”  unless 
certain  criteria  were  satisfied.  The  attention  of  the  Office  of  Defense 
Mobilization  and  the  Department  of  Commerce  is  called  to  the  fact 
that  the  restrictions  of  section  101  (b)  only  apply  to  controls  over  the 
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general  distribution  of  a  material  in  the  civilian  market.  Other  uses 
of  the  priority  and  allocation  powers  than  control  over  the  general 
distribution  in  the  civilian  market  are  not  restricted  in  any  way  by 
section  101  (b),  for  example  end  use  restrictions,  a  setaside  for  inde¬ 
pendent  small  business,  inventory  restrictions,  and  similar  controls 
falling  short  of  control  over  the  general  distribution  in  the  civilian 
market. 

Under  section  101  (b),  control  over  the  general  distribution  of  a 
material  in  the  civilian  market  may  be  exercised  only  when  the  Presi¬ 
dent  finds — 

(1)  that  such  material  is  a  scarce  and  critical  material 
essential  to  the  national  defense,  and  (2)  that  the  require¬ 
ments  of  the  national  defense  for  such  material  cannot 
otherwise  be  met  without  creating  a  significant  dislocation 
of  the  normal  distribution  of  such  material  in  the  civilian 
market  to  such  a  degree  as  to  create  appreciable  hardship. 

It  is  interesting  to  note  the  statements  made  by  the  House  Com¬ 
mittee  on  Banking  and  Currency  at  the  time  that  committee  recom¬ 
mended  approval  of  section  101  (b): 

Nickel  at  present  provides  an  excellent  illustration  of  the 
meed  of  authority  to  provide  for  equitable  distribution  of 
available  civilian  supplies.  It  is  estimated  that  during  1953 
the  military,  AEC,  and  stockpile  will  take  more  than  one-half 
of  the  total  supply.  These  requirements  are  so  heavy  as  to 
make  it  necessary  to  apportion,  as  equitably  as  possible,  the 
residual  supply  among  civilian  uses  (H.  Kept.  No.  516,  83d 
Cong.,  1st  sess.,  p.  5). 

In  order  to  provide  additional  assistance  for  firms  which  are  unable 
to  obtain  needed  supplies  of  scarce  materials  because  of  the  size  of 
the  defense  requirements,  the  committee  adopted  an  amendment  to 
section  701  (c).  This  amendment  would  apply  when  the  fulfillment 
of  military  requirements  under  the  authority  of  the  act  creates  a 
significant  dislocation  of  the  normal  distribution  of  a  material  in  the 
civilian  market,  causing  appreciable  hardship.  Under  such  circum¬ 
stances,  the  President  would  be  required  to  exercise  such  controls 
under  the  act  as  he  deemed  necessary  to  make  available  for  businesses 
in  the  normal  channels  of  distribution  in  the  civilian  market  a  fan- 
share  of  the  remaining  civilian  supply,  giving  due  consideration  to  the 
needs  of  new  businesses,  to  individual  hardships,  and  to  small  firms. 

The  amendment  does  not  specify  what  forms  of  control  the  President 
shall  exercise.  Its  requirements  are  limited  to  such  steps  as  the 
President  may  find  practicable.  Control  over  the  general  distribution 
of  a  material  in  the  civilian  market  would  still  be  subject  to  the 
requirements  of  section  101(b).  And  finally,  the  President  is  not 
required  to  take  any  action  unless  he  finds  that  it  will  alleviate  the 
hardships  without  having  an  unfavorable  effect  on  the  civilian  economy 
as  a  whole. 

The  committee  felt  it  appropriate  to  permit  the  President  the 
widest  leeway  in  carrying  out  this  section,  and  therefore  included  m 
the  amendment  ample  assurance  that  the  President  would  not  be 
required  to  take  impracticable  or  harmful  steps.  At  the  same  time, 
the  committee  mshed  to  make  it  entirely  clear  that  the  President 
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would  have  the  authority,  and  the  duty,  to  take  all  practicable  steps 
to  prevent  or  alleviate  the  dislocations  and  hardships  caused  to  the 
civilian  economy  by  the  necessary  fulfillment  of  extraordinary  defense 
requirements. 

Expansion  of  Productive  Capacity  and  Supply 

This  authority  found  in  title  III  of  the  act  authorizes  the  use  of 
various  incentives  to  expand  productive  capacity  and  supply  needed 
for  the  mobilization  base.  Of  the  227  expansion  goals  established, 
objectives  have  been  reached  in  over  150  cases  and  only  32  now  remain 
open.  It  is  recognized,  of  course,  that  maintenance  of  the  mobiliza¬ 
tion  base  is  not  a  static  concept  and  that  it  must  be  adapted  to  meet 

changing  conditions.  .  . 

Section  301  of  this  title  contains  loan-guaranty  provisions  which 
are  extensively  used  by  the  Department  of  Defense.  Through  Decem¬ 
ber  31,  1955,  guaranties  aggregating  $2  billion  had  been  authorized  by 
the  Department  of  Defense  under  this  section.  The  amount  out¬ 
standing  on  that  date  on  the  loans  covered  by  these  guaranties  was 
$452  millions,  of  which  $337  million  was  guaranteed. 

The  lending  and  loan-guaranty  authority  provided  in  section  302 
has  not  been  extensively  used,  as  much  of  the  programed  mobilization 
plant  expansion  has  been  financed  by  private  capital  with  no  Govern¬ 
ment  assistance  other  than  rapid  tax  amortization.  It  is  of  interest 
to  note,  however,  that  in  keeping  with  powers  to  maintain,  protect, 
or  reconstruct  the  mobilization  base,  7  loans  totaling  $13.9  million 
were  made  under  section  302  authority  in  disaster  areas  following  the 
hurricanes  last  fall  for  the  reconstruction,  rehabilitation,  or  replace¬ 
ment  of  mobilization  base  facilities. 

Extensive  use  has  been  made  of  the  procurement  authority  provided 
in  section  303.  As  of  the  close  of  1955,  purchases  aggregating  $4 
billion  had  been  completed  under  this  section,  with  another  $2.8 
billion  remaining  in  process.  The  expansion  of  productive  capacity 
and  the  supply  of  strategic  and  critical  materials,  together  with  our 
stockpiling  activities,  has  substantially  reduced  the  threat  of  wartime 
shortages  of  such  materials  for  defense  purposes. 

Section  303  (a)  authorizes  the  President  to  make  purchases  or 
coiTiiTiitineiits  to  purchase  metals,  minerals,  and  other  materials  foi 
Government  use  or  resale  and  to  encourage  the  exploration,  develop¬ 
ment,  and  milling  of  critical  and  strategic  minerals  and  metals, 
subject  to  certain  limitations  specified  in  the  section.  Section  303  (b) 
authorizes  these  purchases  and  commitments  up  to  June  30,  1963. 
Consistent  with  the  extension  of  the  act  for  2  years,  as  proposed  in 
section  1  of  the  bill,  the  bill  also  extends  the  date  to  which  these 
purchases  and  forward  commitments  may  be  made  for  2  years,  to 
June  30,  1965.  This  extension  is  necessary  in  order  to  help  in  bringing 
about  the  necessary  exploration,  development,  and  mining  of  essential 
minerals  and  metals. 

Voluntary  Agreements 

Under  section  708  of  the  Defense  Production  Act  the  President  is 
authorized  to  gi’ant  an  exemption  from  the  antitrust  laws  for  actions 
taken  by  private  businesses  in  accordance  with  requests  by  the 
President  or  his  delegate  pursuant  to  voluntary  agreements  and 
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programs  approved  under  the  section.  Section  708  recpiired  that  if 
the  President  delegates  this  authority,  the  voluntary  agreements 
and  programs  must  be  approved  by  the  Attorney  General. 

This  provision  was  amended  in  1955  to  provide  that  the  only  kind 
of  new  agreements  under  this  section  that  coidd  be  entered  into  were 
those  relating  solely  to  the  exchange  between  actual  or  prospective 
contractors  of  information,  mattuials,  and  personnel  concerning 
equipment  being  procured  by  the  military.  No  new  nonmilitary 
agreements  were  permitted.  Under  tliese  "military”  voluntary 
agreements  and  programs,  contractors  and  pi’ospective  contractors 
are  able  to  exchange  production  techniques  and  information.  The 
military  benefits  from  these  agreements,  because  its  various  contrac¬ 
tors  get  the  results  of  an}’  improvements  in  techniques  developed  by 
the  contractors  and  the  equipment  procured  is  therefore  better  and 
cheaper.  The  contractors,  witliout  the  exemption  from  the  antitrust 
laws  provided  by  these  agreements  under  section  708  would  ordinarily 
not  be  able  to  engage  in  such  exchanges  of  information  and  technicpies. 

The  Attorney  General  was  also  required  by  the  1955  amendments 
to  review  each  outstanding  voluntary  agreement  and  program  undei' 
the  section  and  to  withdraw  ids  approval,  if  he  found  tliat  the  adverse 
effect  of  an  agreement  or  progi'am  on  the  competitive,  free-enterprise 
system  outweighed  the  benefits  of  the  agreement  or  pi'ogram  to  the 
national  defense.  This  determination  was  required  to  be  made  within 
90  days  after  the  enactment  of  the  1955  amendments. 

The  Attorney  General  has  ma(h‘  the  review  and  has  filed  3  (puirh'rly 
reports  and  1  supplementary  icport  concerniug  his  review  and  detei- 
minations.  Most  of  the  agreements  were  handled  promptly,  either 
by  termination  m  thosi'  cases  where  they  were  found  no  longer  neces¬ 
sary  or  by  a  fasmrable  deterniination.  In  twm  cases,  however,  the 
Attorney  General  w’as  unable  to  act  with  the  promptness  required  by 
the  1955  amendments — the  foreign  petroleum  supiily  agreement  and 
the  tanker  capacity  contriluition  agreement.  In  both  of  these  cases 
the  Attorney  General  found  that  the  adverse  effiads  of  the  agreements 
on  the  competitive  free-enter])rise  system,  in  their  present  forms, 
outweighed  the  benefits  of  the  agreements  to  the  national  defense. 
The  antitrust  problems  raised  in  the  foreign  petroleum  su])ply  agree¬ 
ment  by  the  activities  of  the  committee  of  representation  of  the 
petroleum  industry  formetl  under  the  agreement  were  set  forth  in  the 
Attorney  General’s  Supple-Tuentary  Report  of  Fidiruary  20,  1956. 

First,  as  I  have  indicated,  this  Departnumt  felt  operations 
under  the  agreement  raised  real  antitrust  ]u-oblems.  Careful 
examination  of  committee  [the  committee  of  oil  company 
representatives]  reports  and  minutes  of  meetings  disclose  that 
members  discussed,  on  at  least  a  country-by-country  basis: 
storage  facilities,  estimated  petroleum  requirements  of  each 
country,  csti.mated  crude  production,  estimated  refinery  out¬ 
put,  consumption  in  relation  to  refinery  output,  aviation 
gasoline  stocks,  and  piiieline  facilities. 

Further,  (a)  ownership  and  capacities  of  storage  facilities 
were  discussed,  (6)  discussion  of  country  requirements 
included  current  and  future  as  well  as  past  i-equirements,  (c) 
the  report  on  refinery  operations  included  the  capacities  of 
each  refinery  and  total  capacities  on  a  country  and  geograph- 
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ical  area  basis,  and  {d)  each  member  submitted  information 
on  its  own  pipeline  systems  all  over  the  world.  These 
discussions  let  me  emphasize,  took  place  at  the  request  of 
some  interested  Government  agency. 

Interior  urged  that  mdividual  company  figures  and 
estimates  regarding  requirements  and  production  generally 
were  not  discussed,  except  with  respect  to  aviation  gasoline. 
However,  the  Committee’s  staff,  appointed  by  members  of 
the  Committee,  and  made  up  largely  of  oil  company  em¬ 
ployees,  often,  if  not  normally,  received  individual  company 
figures  and  estimates.  Contrary  to  Interior’s  apparent  view, 
we  felt  this  in  effect  meant  communication  of  one  competitor’s 
production  estimates  to  another. 

This  procedure  takes  on  meaning  in  light  of  the  fact  that 
the  14  agreement  members  include  5  of  the  principal  defend¬ 
ants,  and  6  more  of  the  alleged  coconspirators,  affiliates  or 
subsidiaries  of  defendants  in  the  Govermnent’s  oil  cartel 
suit.  The  prime  offense,  there  alleged,  is  a  division  of 
world  markets  aided,  partially  at  least  by  information  not 
unlike  that  discussed  at  this  Committee’s  meetings. 
(Report  on  Review  of  Voluntary  Agreement  Program  under 
Defense  Production  Act,  committee  print.  Senate  Banking 
and  Currency  Committee,  February  28,  1956,  84th  Cong., 

2d  sess.,  p.  55-56.) 

The  Attorney  General  reported  that  he  had  required  amendments 
to  the  agreement  eliminating  these  antiti-ust  problems,  wbich  had 
f)een  accepted  by  the  Ofhce  of  Defense  Mobilization  and  the  Depart¬ 
ments  of  Interior  and  Commerce.  Corresponding  amendments  were 
required  and  agreed  to  in  the  case  of  the  tanker  capacity  contribution 
agreement.  The  Attorney  General’s  report  of  May  9  stated  that 
requests  to  participate  in  the  amended  agreements  were  forwarded 
to  participants  in  the  agreements  on  April  17,  1956,  and  May  8,  1956, 
respectively. 

Elimination  of  the  antitrust  problems  involved  in  these  voluntary 
agreements,  resulting  from  the  amendments  proposed  by  the  committee 
in  1955,  is  a  source  of  satisfaction  to  the  committee.  However, 
regret  must  be  expressed  that  it  re(juired  almost  9  months  to  bring 
about  these  ameiuhnents,  although  the  act  required  tlmt  the  deter¬ 
mination  shoidd  be  made  l)y  the  Attorney  General  within  90  days. 

The  Attorney  General  initially  raised  a  question  whether  the  respon¬ 
sibility  imposed  on  him  to  determine  whethei-  the  adverse  effects  of 
a  voluntary  agre('ment  in  the  free  competitive  enterprise  system 
outweighed  its  benefits  to  the.  national  defense  was  applicable  to  future 
approvals  of  subsequent  voluntary  agreements  or  to  a  continuing 
review  of  outstanding  agi-eements,  or  whether  this  responsibility  was 
applicable  only  to  the  initial  review  of  outstanding  agreements  required 
bj^  the  1955  amendments.  However,  the  Attorney  General  has 
accepted  the  view  that  his  responsibility  for  this  determination  is 
applicable  to  future  new  agreements  and  to  the  continuing  review 
of  outstanding  agreements. 

The  committee  also  noted  with  approval  the  Attorney  General’s 
view  that  the  provisions  in  the  foreign  petroleum  supply  agreement 
and  the  tanker  capacity  contribution  agreement  for  future,  allocation 
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programs  covering  petrolemn  and  tanker  capacity  (subject  to  future 
approval  of  any  such  programs  by  the  Attorney  General)  were  valid 
and  appropriate  under  the  section  as  amended  in  1955. 

Industry  Paid  Employees 

Executive  Order  10647  and  other  orders  were  issued  to  put  into 
effect  the  1955  amendments  relating  to  industry  paid  employees 
(also  called  without  compensation  or  WOC  employees).  The  Depart¬ 
ment  of  Commerce  furnished  the  Committee  information  concerning 
the  methods  of  appointment  of  these  employees  and  the  measures 
which  were  being  taken  to  prevent  them  from  getting  into  positions 
where  the  interests  of  their  private  employers  might  conflict  with  their 
public  duties  and  responsibilities. 

The  following  statement  of  Secretary  of  Commerce  Weeks  sets 
forth  the  efforts  made  to  obtain  full-time  Government  employees: 

In  each  case  prior  to  approval  of  the  appointment  of  the 
individual  on  a  WOC  basis  our  Office  of  Personnel  Manage¬ 
ment  endeavors  to  locate  candidates  to  fill  the  position  on  a 
full-time  salaried  basis.  In  doing  so  it  gives  consideration  to 
(1)  employees  currently  employed  in  the  Business  and  De¬ 
fense  Services  Administration,  (2)  former  employees  on  the 
Department’s  reemployment  priority  list,  (3)  applications 
retained  in  the  ajiplicant  file,  and  (4)  such  other  sources  of 
likely  personnel  as  are  available  and  appropriate  (hearings, 
p.  154). 

However,  a  number  of  the  individual  job  descriptions  of  these  em¬ 
ployees  indicate  that  the  position  is  set  up  for  WOC  employees;  for 
example,  a  number  of  job  descriptions  contain  such  statements  as  the 
following: 

The  policy  of  rotating  division  directors  from  different 
industries  on  a  WOC  basis  makes  it  desirable  to  select  men 
who  are  able  to  quickly  grasp  new  concepts,  limitations,  and 
apply  previous  experience  to  entirely  new  and  novel  situations 
(hearings,  p.  163). 

This  apparent  inconsisteney  is  called  to  the  attention  of  the  Secretary 
of  Commerce  and  the  Civil  Service  Commission. 

Provisions  in  the  Executive  order  and  in  the  Department  of  Com¬ 
merce  procedures  warn  these  employees  of  the  conflict  of  interest 
problems.  The  Commerce  Department  has  furnished  a  list  of  typical 
examples  of  policy  decisions  made  by  responsible  full-time  salaried 
officials  with  respect  to  which  the  employee’s  role  is  limited  to  advising 
such  officials. 

(a)  The  issuance  by  the  agency  of  orders  and  regulations 
aimed  to  insure  the  prompt  delivery  of  materials  and  products 
needed  for  current  military  and  Atomic  Energy  Co.mmission 
production  and  construction  programs.  Such  regulations 
establish  priorities  to;,  be  accorded  defense-rated  orders,  and 
include  the  series  of  regulations  co.mmonly  referred  to  as  the 
defense  materials  syste,m.  Of  similar  import  are  decisions  to 
a,mend  and  modify  these  regulations  fro.m  time  to  time  as 
circumstances  require. 
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(b)  The  issuance  of  delivery  directives  pursuant  to  existing 
regulations  and  ordei's. 

(c)  The  establishment  of  set-asides  pursuant  to  existing 
regulations  or  orders. 

(d)  The  granting  of  exceptions  and  adjustments  to  individ¬ 
uals  or  firms  affected  hy  existing  regulations  or  orders  in  a 
manner  causing  undue  hardship  not  suffered  by  others  in  the 
industry. 

(e)  The  adoption  of  appropriate  standby  orders  and  regu¬ 
lations  for  promulgation  in  the  event  of  an  emergenc3\ 

(/)  Idle  reco.mmendation  of  expansion  goals  to  the  Office 
of  Defense  Mobilization  (hearings,  p.  110). 

The  committee  urges  that  the  greatest  of  care  and  good  judgment 
should  be  exercised  in  making  use  of  these  industry-paid  employees, 
under  the  exemption  from  the  conflict  of  interest  statutes.  It  is 
recognized  that  in  time  of  war  or  full  mobilization  their  services, 
under  proper  safeguards,  are  essential  to  the  national  security.  There 
is  real  danger  that  unnecessary  and  injudicious  use  of  these  employees 
at  the  iiresent  time,  when  the  patriotic  incentives  are  less  compelling, 
may  result  in  unfortunate  occurences,  wliich  would  make  it  more  diffi¬ 
cult  or  perhaps  impossible  to  make  use  of  them  when  needed  in  a 
later  period  of  war  or  full  mobilization.  Such  a  result  would  indeed 
he  harmful  to  the  national  security. 

Executive  Reserve  Program 

The  Defense  Production  Act  aniendments  of  1955  authorized  a  new 
executive  reserve  program  under  which  each  agency  havmg  mobili¬ 
zation  responsibilities  is  authorized  to  set  up  and  train  a  reserve  of 
persons  from  private  life  and  from  government  to  fill  executive  posi¬ 
tions  in  the  Federal  Government  in  time  of  mobilization.  Under 
this  program  the  agencies  will  select  persons  qualified  to  fill  key 
positions  and  will  secure  their  agreement,  backed  up  by  their  em¬ 
ployers,  to  be  available  for  service  in  the  event  of  mobilization. 
Reservists  will  be  trained  in  the  operations  of  the  Government  as  well 
as  in  the  various  mobilization  plans  of  importance  to  their  wartime 
posts.  The  immediate  availability  of  such  a  reserve  will  meet  one  of 
the  most  difficult  problem.s  of  a  rapid,  full-scale  mobilization. 

These  persons,  as  long  as  they  continue  in  the  executive  reserve, 
would  not  be  Government  employees  in  any  sense  of  the  word.  They 
would  not  fill  any  positions;  they  would  not  take  any  action;  they 
would  not  even  give  advice  to  Government  officials  or  consult  with 
them.  Executive  Order  10660  setting  up  the  reserve  provides  in 
part  as  follows: 

Sec.  5.  Activities  of  persons  by  reason  of  designation  as 
executive  reservists  under  this  order  sliall  not  include  acting 
or  advising  on  any  matter  pending  before  any  ilepartment  or 
agency  but  shall  be  limited  to  receiving  training  for  mobiliza¬ 
tion  assignrnents  under  the  reserve  program  (liearings,  p.  50). 

If  the  occasion  sliould  arise  for  a  member  of  the  executive  reserve  to 
fill  a  Government  position  or  to  become  an  adviser  or  consultant,  he 
would  have  to  be  appointed  under  an  appropriate  statute,  either  as 
a  regular  full-time  salaried  Government  employee,  as  a  “without 
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compensation”  employee,  oi-  as  a  part-time  adviser  or  consultant. 
At  that  time  he  would  be  fully  subject  to  all  the  requirements  appli¬ 
cable  to  the  position  to  which  he  was  appointed. 

Under  these  conditions  the  committee  did  not  feel  that  there  was 
any  need  to  require  persons  appointed  to  the  executive  reserve  to 
file  a  statement  in  the  Federal  Register  setting  forth  their  financial 
interests  as  is  required  in  the  case  of  “without  co.mpensation”  em¬ 
ployees.  Accordingly,  the  committee  did  not  approve  and  does  not 
recommend  enactment  of  the  amendment  relating  to  executive  reserv¬ 
ists  proposed  in  the  House  bill. 

Payment  of  Expenses  of  Joint  Cow.mittee 

wSection  712  (e)  provides  that  the  expenses  of  the  »Ioint  Committee' 
on  Defense  Production  (limited  to  $65,000  in  any  fiscal  year)  shall  be 
paid  half  from  the  contingent  fund  of  the  Senate  and  lialf  from  the 
contingent  fund  of  the  House  of  Representatives.  Undei'  this  provi¬ 
sion  the  House  disbursing  officer  makes  all  the  pavments  for  com¬ 
mittee  expenses  and  evinw  6  months  is  reiml)urscd  by  the  Senate 
disbursing  oflh'er  for  half  th.e  payments  to  date.  The  House  disburs¬ 
ing  officer  sets  up  a  reserve  of  tlie  entire  $65,000  to  meet  this  obligation 
and  the  Senate  disbursing  officer  sets  up  a  reserve  of  half  the  amount, 
$32,500.  This  means  that  at  the  start  of  each  year,  the  combined 
reserve  is  $97,500.  Tfiese  reserves  must  be  hold  for  2  years  after  the 
year  in  question,  before  retui'n  to  tfie  d’reasury. 

It  has  been  proposed  that  this  unnecessary  ])Ookkeeping  and  these 
unnecessary  reserves  be  eliminated  by  having  all  the  exjienses  of  this 
committee  paid  from  the  House  contingent  fund.  Idus  is  acceptable 
to  the  disbursing  officers  of  the  Senate  and  tlie  House,  and  is  consistent 
with  the  practice  followed  in  other  joint  committees. 

Changes  in  Existing  Ijaw 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  ihe  Standing 
Rides  of  the  Senate,  changes  in  existing  law  made  by  the  bill  as  re¬ 
ported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italics,  existing 
Jaw  in  which  no  change  is  proposed  is  shown  in  roman) ; 

DEFENSE  PRODUCTION  ACT  OF  1950 

sic  *  4:  *  *  *  * 

DECLARATION  OF  POLICY 

Sec.  2.  In  view  of  the  present  international  situation  and  in  order  to 
provide  for  the  national  defense  and  national  security,  our  mobiliza¬ 
tion  effort  continues  to  recpiire  some  diversion  of  certain  materials  and 
facilities  from  civilian  use  to  military  and  related  purposes.  It  also 
requires  the  development  of  preparedness  programs  and  the  expan¬ 
sion  of  productive  capacity  and  supply  beyond  the  levels  needed  to 
meet  the  civilian  demand,  in  order  to  reduce  the  time  required  for  full 
mobilization  in  the  event  of  an  attack  on  the  United  States. 

In  order  to  insure  'p'roductive  ca2>acity  in  the  event  of  such  an  attack  on 
the  United  States,  it  is  the  policy  of  the  Congress  to  promote  the  geographi¬ 
cal  dispersal  of  the  industrial  facilities  of  the  United  States  in  the  interest 
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of  the  national  defense,  and  to  discourage  the  concentration  of  such  pro¬ 
ductive  facilities  within  limited  geographical  areas  which  are  vulnerable 
to  attack  by  an  enemy  of  the  United  States.  In  the  construction  of  any 
Government-owned  industrial  facilities,  in  the  rendition  of  any  Govern¬ 
ment  financial  assistance  for  the  construction,  expansion,  or  improvement 
of  any  industrial  facilities,  and  in  the  procurement  of  goods  and  services, 
under  this  or  any  other  act,  each  department  and  agency  of  the  Executive 
Branch  shall  apply,  under  the  coordination  of  the  Office  of  Defense  Mo¬ 
bilization,  when  practicable  and  consistent  with  existing  law  and  the  de¬ 
sirability  for  maintaining  a  sound  economy,  the  principle  of  the  geo¬ 
graphical  dispersal  of  such  facilities  in  the  interest  of  national  defense. 
Nothing  contained  in  this  paragraph  shall  preclude  the  use  of  existing 
industrial  facilities. 

TITLE  I— PRIORITIES  AND  ALLOCATION 

Sec.  101.  (a)  Tlie  President  is  hereby  authorized  (1)  to  require  that 
performance  under  contracts  or  orders  (other  than  contracts  of  em¬ 
ployment)  which  he  deems  necessary  or  appropriate  to  promote  the 
national  defense  shall  take  priority  over  performance  under  any  other 
contract  or  order,  and,  for  the  purpose  of  assuring  such  priority,  to 
require  acceptance  and  performance  of  such  contracts  or  orders  in 
preference  to  other  contracts  or  orders  by  any  person  he  finds  to  be 
capable  of  their  performance,  and  (2)  to  allocate  materials  and 
facilities  in  such  manner,  upon  such  conditions,  and  to  such  extent 
as  he  shall  deem  necessary  or  appropriate  to  promote  the  national 
defense. 

(b)  The  powers  granted  in  this  section  shall  not  be  used  to  control 
the  general  distribution  of  any  material  in  the  civilian  market  unless 
the  President  finds  (1)  that  such  material  is  a  scarce  and  critical  ma¬ 
terial  essential  to  the  national  defense,  and  (2)  that  the  requirements 
of  the  national  defense  for  such  material  cannot  otherwise  be  met 
without  creating  a  significant  dislocation  of  the  normal  distribution 
of  such  material  in  the  civilian  market  to  such  a  degi’ee  as  to  create 
appreciable  hardship. 

Sec.  102.  In  order  to  prevent  hoarding,  no  person  shall  accumulate 
(1)  in  excess  of  the  reasonable  demands  of  business,  personal,  or  home 
consumption,  or  (2)  for  the  purpose  of  resale  at  prices  in  excess  of 
prevailing  market  prices,  materials  which  have  been  designated  by 
the  President  as  scarce  materials  or  materials  the  supply  of  which 
would  be  threatened  by  such  accumulation.  The  President  shall 
order  published  in  the  Federal  Register,  and  in  such  other  manner  as 
he  may  deem  appropriate,  every  designation  of  materials  the  accumu¬ 
lation  of  which  is  ludawful  and  any  withdrawal  of  such  designation. 
In  making  such  designations  the  President  may  prescribe  such  condi¬ 
tions  with  respect  to  the  accumulation  of  materials  in  excess  of  the 
reasonable  demands  of  business,  personal,  or  home  consumption  as 
he  deems  necessaiy  to  carry  out  the  objectives  of  this  Act.  This 
section  shall  not  be  construetl  to  limit  the  authority  contained  in  sec¬ 
tions  101  and  704  of  this  Act. 

Sec.  103.  Any  person  who  willfully  performs  any  act  prohibited, 
or  willfnlly  fails  to  perform  any  act  required,  by  the  provisions  of 
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this  title  or  any  rule,  regulation,  or  order  thereunder,  shall,  upon 
conviction,  be  fined  not  more  than  $10,000  or  imprisoned  for  not  more 
than  one  year,  or  both. 

« 

Sec.  303.  (a)  To  assist  in  carrying  out  the  objectives  of  this  Act, 
the  President  may  make  provision  (1)  for  purchases  of  or  commitments 
to  purchase  metals,  minerals,  and  other  materials,  for  Government 
use  or  resale;  and  (2)  for  the  encouragement  of  exploration,  develop¬ 
ment,  and  mining  of  critical  and  strategic  minerals  and  metals: 
Provided,  however,  That  purchases  for  resale  under  this  subsection 
shall  not  include  that  part  of  the  supply  of  an  agricultural  commodity 
which  is  domestically  produced  except  insofar  as  such  domestically 
produced  supply  may  be  purchased  for  resale  for  industrial  uses  or 
stockpiling,  and  no  commodity  purchased  under  this  subsection  shall 
be  sold  at  less  than  the  established  ceiling  price  for  such  commodity 
(except  that  minerals  and  metals  shall  not  be  sold  at  less  than  the 
)  established  ceiling  price,  or  the  current  domestic  market  price,  which¬ 
ever  is  lower),  or,  if  no  ceiling  price  has  been  established,  the  higher 
of  the  following:  (i)  the  current  domestic  market  price  for  such  com¬ 
modity,  or  (ii)  the  minimum  sale  price  established  for  agricultural 
commodities  owned  or  controlled  by  the  Commodity  Credit  Corpora¬ 
tion  as  provided  in  section  407  of  Public  Law  439,  Eighty-first  Con¬ 
gress:  Provided  further,  however.  That  no  purchase  or  commitment  to 
purchase  any  imported  agricultural  commodity  shall  be  made  calling 
for  delivery  more  than  one  year  after  the  expiration  of  this  Act. 

(b)  Subject  to  the  limitations  in  subsection  (a),  purchases  and 
commitments  to  purchase  and  sales  under  such  subsection  may  be 
made  without  regard  to  the  limitations  of  existing  law,  for  such 
quantities,  and  on  such  terms  and  conditions,  including  advance 
payments,  and  for  such  periods,  but  not  extending  beyond  [June  30, 
1963],  June  30,  1965,  as  the  President  deems  necessary,  except  that 
purchases  or  commitments  to  purchase  involving  higher  than  estab¬ 
lished  ceiling  prices  (or  if  there  be  no  established  ceiling  prices,  cur¬ 
rently  prevailing  market  prices)  or  anticipated  loss  on  resale  shall 
not  be  made  unless  it  is  determined  that  supply  of  the  materials  could 
not  be  effectively  increased  at  lower  prices  or  on  terms  more  favorable 
y  to  the  Government,  or  that  such  purchases  are  necessary  to  assure 
the  availability  to  the  United  States  of  oversea  supplies. 

*  *  *  * 

TITLE  VII— GENERAL  PROVISIONS 

Sec.  701.  (a)  It  is  the  sense  of  the  Congress  that  small-business 
enterprises  be  encouraged  to  make  the  greatest  possible  contribution 
toward  achieving  the  objectives  of  this  Act. 

(b)  In  order  to  carry  out  this  policy — 

(i)  the  President  shall  provide  smah-business  enterprises  with  full 
information  concerning  the  provisions  of  this  Act  relating  to,  or  of 
benefit  to,  such  enterprises  and  concerning  the  activities  of  the  various 
departments  and  agencies  under  this  Act; 

(ii)  such  business  advisory  committees  shall  be  appointed  as  shall 
be  appropriate  for  purposes  of  consultation  in  the  formulation  of 
rides,  regidations,  or  orders,  or  amendments  thereto  issued  under 
authority  of  this  Act,  and  in  their  formation  there  shall  be  fair  repre- 
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senlatioii  for  indepeiuleiiL  siiiall,  foi'  iiK'diuiu,  and  for  lar<>;e  business 
enterpiises,  for  different  ^eo<i,rapl'i(’al  areas,  for  trade  association 
members  and  nonmembers,  and  for  different  segimnits  of  the  industiy: 

(iii)  in  administering:  this  Act,  such  (‘xemptions  shall  be  provided 
for  smail-busiiu'ss  enteipiises  as  may  be  feasilde  without  impeding 
the  aceomplishn  ent  of  the  objectives  of  this  Act;  and 

(iv)  in  admiidstering  this  Act,  special  provision  shall  be  made  for 
the  expeditious  ’  andling  of  all  refpK'sts,  ap()lications,  or  appeals  from 
small-business  (ui lerprises. 

^  ^  ^  ^  4; 

Sec.  701.  (c)  Whenever  the  President  invokes  the  powers  given  him 
in  this  Act  to  allocate  any  material  [in  the  civilian  market,  he  shall 
do  so  in  such  a  manner  asj  and  finds  that  such  action  will  result  in  a 
significant  dislocation  of  the  normal  distribution  of  such  material  in  the 
civilian  market,  to  such  a  degree  as  to  cause  appreciable  hardship,  he 
shall,  whenever  he  finds  that  such  action  will  alleviate  such  hardship 
'without  having  an  unfiivorable  etfect  on  the  civiiian  economy  as  a  whole,  { 
exercise  such  controls  under  this  Act  as  he  may  deem  necessary  to  make 
available,  so  far  as  practicable,  for  business  and  various  segments 
thereof  in  the  normal  channel  of  distribution  of  such  material,  a  fair 
share  of  the  available  civilian  supply  based,  so  far  as  practicable,  on 
the  shai’e  received  by  such  business  under  normal  conditions  during  a 
representative  period  preceding  any  future  allocation  of  nraterials: 
Provided,  That  the  President  shall,  in  the  allocation  of  materials  in 
the  civilian  market,  give  due  consideration  to  the  needs  of  new  con¬ 
cerns  and  newly  acquired  operations,  undue  hardships  of  individual 
businesses,  and  the  needs  of  smaller  concerns  in  an  industry. 

(d)  In  order  to  further  the  objectives  and  purposes  of  this  section, 
the  Office  of  Defense  Mobilization  is  directed  to  investigate  the  dis¬ 
tribution  of  defense  contracts  with  particular  reference  to  the  share 
of  such  contracts  which  has  gone  and  is  now  going  to  small  business, 
either  directly  or  by  subcontract;  to  review  the  policies,  procedures, 
and  administrative  arrangements  now  being  followed  in  order  to 
increase  participation  by  small  business  in  the  mobilization  program; 
to  explore  all  practical  ways,  whether  by  amendments  to  laws,  policies, 
regulations,  or  administrative  arrangements,  or  otherwise,  to  increase 
the  share  of  defense  procurement  going  to  small  business;  to  get  from  \ 
the  departments  and  agencies  engaged  in  procurement,  and  from  other 
appropriate  agencies  including  the  Small  Business  Administration, 
their  views  and  recommendations  on  ways  to  increase  the  share  of 
procurements  going  to  small  business;  and  to  make  a  report  to  the 
President  and  the  Congress,  not  later  than  six  months  after  the 
enactment  of  the  Defense  Production  Act  Amendments  of  1955, 
which  report  shall  contain  the  following:  (i)  a  full  statement  of  the 
steps  taken  by  the  Office  of  Defense  Mobilization  in  making  investiga¬ 
tions  required  by  this  subsection;  (ii)  the  findings  of  the  Office  of 
Defense  Mobilization  with  respect  to  the  share  of  ])rocurement  which 
has  gone  and  is  now  going  to  small  business;  (iii)  a  full  and  complete 
statement  of  the  actions  taken  by  the  Office'  of  Defense  Mobilization 
and  other  agencies  to  increase  such  small  business  share;  (iv)  a  full 
and  complete  statement  of  the  recommendations  made  by  the  pi'o- 
curement  agencies  and  other  agencies  consulted  by  the  Office  of 
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Defense  Mobilization;  and  (v)  specific  recommendations  by  the  Office 
of  Defense  Mobilization  for  further  action  to  increase  the  share  of 
procurement  going  to  small  business. 

*  *  *  *  *  * 

Sec.  712.  (a)  Tliere  is  hereby  established  a  joint  congressional  com¬ 
mittee  to  be  known  as  the  Joint  Committee  on  Defense  Production 
(hereinafter  referred  to  as  the  committee),  to  be  composed  of  ten 
members  as  follows: 

(1)  Five  members  who  are  members  of  the  Committee  on  Banking 
and  Currency  of  the  Senate,  three  from  the  majority  and  two  from  the 
minority  party,  to  be  appointed  by  the  chairman  of  the  committee;  and 

(2)  Five  members  who  are  members  of  the  Committee  on  Banking 
and  Currency  of  the  House  of  Representatives,  three  from  the  majority 
and  two  from  the  minority  party,  to  be  appointed  by  the  chairman  of 
the  committee. 

.  A  vacamw  in  the  membership  of  the  committee  shall  be  filled  in  the 
'  same  manner  as  the  original  selection.  The  committee  shall  elect  a 
chairman  and  a  vice  chairman  from  among  its  members,  one  of  whom 
shall  be  a  member  of  the  Senate  and  the  other  a  member  of  the  House 
of  Representatives. 

(b)  It  shall  be  the  function  of  the  committee  to  make  a  continuous 
study  of  the  programs  and  of  the  fairness  to  consumers  of  the  prices 
authorized  by  this  Act  and  to  review  the  progress  achieved  in  the 
execution  and  administration  thereof.  Upon  request,  the  committee 
shall  aid  the  standing  committees  of  the  Congress  having  legislative 
jurisdiction  over  any  part  of  the  programs  authorized  by  this  Act;  and 
it  shall  make  a  report  to  tne  Senate  and  the  House  of  Representatives, 
from  time  to  time,  concerning  the  results  of  its  studies,  together  with 
such  recommendations  as  it  may  deem  desirable.  Any  department, 
official,  or  agency  administering  any  of  such  progrnms  shall,  at  the 
request  of  the  committee,  consult  with  the  committc'e,  from  time  to 
time,  vdth  respect  to  their  activities  under  this  Act. 

(c)  The  committee,  or  any  dulj^  authorized  subcommittee  thereof, 
is  authorized  to  hold  such  hearings,  to  sit  and  act  at  such  times  and 
places,  to  require  by  subpena  (to  be  issued  under  the  singature  of  the 

.  chairman  or  vice  chairman  of  the  committee)  or  otherwise  the  attend¬ 
ance  of  such  witnesses  and  the  production  of  such  books,  papers,  and 
documents,  to  administer  such  oaths,  to  take  such  testimony,  to 
procure  such  printing  and  binding,  and  to  make  such  expenditures  as  it 
deems  advisable.  The  cost  of  stenographic  services  to  report  such 
hearings  shall  not  be  in  excess  of  40  cents  per  hundred  words.  The 
provisions  of  sections  102  to  104,  inclusive,  of  the  Revised  Statutes 
shall  apply  in  case  of  any  failure  of  any  witness  to  comply  with  any 
subpena  or  to  testify  when  summoned  under  authority  of  this 
subsection. 

(d)  The  committee  is  authorized  to  appoint  and,  without  regard 
to  the  Classification  Act  of  1949,  as  amended,  fix  the  compensation  of 
such  experts,  consultants,  technicians,  and  organizations  thereof,  and 
clerical  and  stenographic  assistants  as  it  deems  necessary  and 
advisable. 

[(e)  The  expenses  of  the  committee  under  this  section,  which  shall 
not  exceed  $65,000  in  any  fiscal  year,  shall  be  paid  one-half  from  the 
contingent  fund  of  the  Senate  and  one-half  from  the  contingent  fund 
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of  the  House  of  Representatives  upon  vouchers  signed  by  the  chair  ¬ 
man  or  vice  chairman.  Disbursements  to  pay  sucli  expenses  shall  be 
made  by  the  Clerk  of  the  House  of  Representatives  out  of  the  con¬ 
tingent  fvmd  of  the  House  of  Representatives,  such  contingent  fund 
to  be  reimbursed  from  the  contingent  fund  of  the  Senate  in  the 
amount  of  one-half  of  disbursements  so  made  without  regard  to  any 
other  provision  of  law.] 

(e)  The  expenses  of  the  committee  under  this  section,  which  shall  not 
exceed  $66,000  in  any  fiscal  year,  shall  he  paid  from  the  contingent  fund 
of  the  House  of  Representatives  upon  vouchers  signed  by  the  Chairman 
or  Vice  Chairman. 

if)  The  Secretary  of  Commerce  shall  make  a  special  investigation  and 
study  of  the  production,  allocation,  distribution,  use  of  nickel,  of  its  resale 
as  scrap,  and  of  other  aspects  of  the  current  situation  with  respect  to  supply 
and  marketing  of  nickel,  with  particular  attention  to,  among  other  things, 
the  adequacy  of  the  present  system  of  nickel  allocation  between  defense 
and  civilian  users.  The  Secretary  of  Commerce  shall  consult  with  the 
Joint  Committee  on  Defense  Production  during  the  course  of  such  inves¬ 
tigation  and  study  with  respect  to  the  progress  achieved  and  the  results  of 
the  investigation  and  study,  and  shall  make  an  interim  report  on  the 
results  of  the  investigation  and  study  on  or  before  July  15,  1956,  and 
shall,  on  or  befo7'e  December  31,  1956,  make  a  final  report  on  the  results 
of  such  investigation  and  study,  together  with  such  recommendations  as 
the  Secretary  of  Commerce  deems  advisable.  Such  reports  shall  be  made 
to  the  Senate  {or  to  the  Secretary  of  the  Senate  if  the  Senate  is  not  in 
session)  and  to  the  House  of  Representatives  {or  to  the  Clerk  of  the  House 
of  Representatives  if  the  House  is  not  in  session) . 

m  tf  *  *  *  *  t 

Sec.  717.  (a)  Title  I  (except  section  104),  title  III,  and  title  VII 
(except  section  714)  of  this  Act,  and  all  authority  conferred  there¬ 
under,  shall  terminate  at  the  close  of  [June  30,  1956.]  June  SO,  1958. 
Section  714  of  this  Act,  and  all  authority  conferred  thereunder  shall 
terminate  at  the  close  of  July  31,  1953.  Section  104,  title  II,  and 
title  VI  of  this  Act,  and  all  authority  conferred  thereunder  shall 
terminate  at  the  close  of  June  30,  1953.  Title  IV  and  V  of  this  Act, 
and  all  authority  conferred  thereunder,  shall  terminate  at  the  close 
of  April  30,  1953. 

(b)  Notwithstanding  the  foregoing — ■ 

(1)  The  Congress  by  concurrent  resolution  or  the  President  by 
proclamation  may  terminate  this  Act  prior  to  the  termination  other¬ 
wise  provided  therefor. 

(2)  The  Congress  may  also  provide  by  concurrent  resolution  that 
any  section  of  this  Act  and  all  authority- conferred  thereunder  shall 
terminate  prior  to  the  termination  otherwise  provided  therefor. 

(3)  Any  agency  created  under  this  Act  may  be  continued  in  exist¬ 
ence  for  purposes  of  liquidation  for  not  to  exceed  six  months  after 
the  termination  of  the  provision  authorizing  the  creation  of  such 
agency. 


INDIVIDUAL  VIEWS  OF  MR.  BUSH 


While  I  favor  a  reasonable  extension  of  the  present  provisions  of 
the  Defense  Production  Act  of  1950,  as  amended,  I  strongly  oppose 
the  “geographical  dispersal”  amendment  added  to  the  bill  by  a  vote  of 
only  6  members  of  our  15-man  committee. 

I  oppose  the  proposed  amendment  because — 

1.  It  greatly  overemphasizes  the  importance  of  dispersal  of  industry 
as  a  measure  of  national  security. 

2.  It  creates  a  grave  danger  that  decision-making  Federal  officials 
would  be  exposed  to  heavy  political  pressures  in  procurement  and  in 
location  of  industrial  facilities. 

3.  Instead  of  strengthening  the  national  defense,  it  could  seriously 
weaken  our  mobilization  base  by  forcing  dislocations  in  the  industrial 
and  social  structures. 

DISPERSAL  ONLY  ONE  FACTOR 

In  an  age  of  rapid  development  of  guided  missiles  with  atomic  war¬ 
heads,  no  one  conscious  of  the  national  security  would  deny  that 
geographical  dispersal  is  a  factor  which  should  be  taken  into  con¬ 
sideration.  But  it  is  only  one  factor,  and  in  many  cases  by  no  means 
the  most  important.  An  industrial  establishment  at  the  South  Pole 
would  undoubtedly  satisfy  the  aim  of  locating  plants  at  a  desirably 
safe  distance  from  the  striking  base  of  our  present  potential  enemy. 
By  the  same  token,  if  we  were  to  locate  all  new  industrial  facilities 
solely  in  United  States  territories  in  the  Pacific  and  Caribbean,  we 
would  come  close  to  achieving  maximum  geographic  dispersal  on  soU 
under  United  States  control,  considering  the  industrial  development 
already  existing  on  the  mainland.  But  it  is  apparent  that  such  action 
would  not  best  contribute  to  the  efficient  economic  mobilization  of 
United  States  resources. 


OTHER  FACTORS 

Other  factors  that  come  readily  to  mind  in  the  economic  evaluation 
of  plant  location  are  as  follows: 

1.  Convenient  availability  of  production  materials. 

2.  Adequacy  and  productivity  of  labor. 

3.  Availability  of  adequate  industrial  fuel. 

4.  Sufficiency  of  transportation  facilities. 

5.  Proximity  to  markets. 

6.  Adequacy  of  distribution  facilities. 

7.  Dependability  of  power  and  water. 

8.  Acceptability  of  living  conditions,  including  adequacy  and  cost 
of  housing  and  community  facilities  (stores,  schools,  places  of  worship, 
hospitals,  water  and  sewer  systems,  power  and  fuel,  cultural  and 
recreational  facilities). 

9.  Availability  of  adequate  sites. 
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10.  F'avorability  of  construction  costs. 

11.  Acceptability  of  climate. 

12.  Ready  accessibility  to  servicing,  repaii-  and  replacement  facili¬ 
ties  for  machinery,  components  and  parts. 

13.  Attractiveness  of  tax  structure. 

14.  Acceptability  of  State  and  local  laws  and  regulations. 

15.  Overall  economy  and  efficiency  of  operation. 

16.  Ability  to  meet  deadlines  for  timely  delivery  of  end  products  at 
specified  places. 

17.  In  the  case  of  a  defense  plant,  proximity  to  supply  of  capable 
employees  who  become  available  for  defense  work  as  production  for 
civilian  use  dwindles  during  a  national  emergency. 

In  time  of  national  emergency,  the  best  production  with  the  least 
possible  amount  of  money  is  called  for,  in  view  of  the  tremendous 
costs  necessarily  heaped  upon  the  American  taxpayer  during  such  an 
emergency,  and  the  need  for  obtaining  the  optimum  return  from  the 
use  of  each  dollar  in  order  to  protect  the  solvency  of  the  Nation  and 
dampen  tendencies  toward  mflation. 

As  noted  by  one  of  our  senatorial  colleagues  experienced  in  in¬ 
dustrial  operation,  there  arc  some  40  to  50  different  considerations  a 
private  firm  bears  in  mind  in  deciding  upon  a  location  for  its  activities. 

In  large  measure,  these  have  determined  the  present  pattern  of 
industrial  location.  In  the  absence  of  any  dispersal  requirement, 
industrial  facilities  in  World  War  II  sprang  up  in  many  sections  of 
the  Nation.  Their  location  was  not  dictated  solely  by  dispersal  con¬ 
siderations,  even  when  constructed  by  the  Federal  Government  it¬ 
self.  Since  the  end  of  the  war,  factors  apart  from  national  defense 
considerations  have  prompted  continuation  of  the  trend  to  decentral¬ 
ize  industry  into  small  communities. 

Even  the  Federal  official  chiefly  relied  upon  by  the  proponents  of 
the  amendment  has  testified : 

I  have  taken  this  position  consistently;  That  dispersal  as 
an  objective  cannot  be  the  only  objective  that  can  be  taken 
into  consideration.  I  have  stressed  a  great  many  times  my 
own  feeling  that  one  of  the  objectives  we  have  to  keep  in  mind 
in  this  country  at  all  times  is  an  effective  functioning  urban 
economy.  (See  testimony  of  Dr.  Arthur  S.  Flemming, 
Director,  Office  of  Defense  Mobilization,  given  to  Subcom¬ 
mittee  on  Production  and  Stabilization  of  United  States 
Senate  Committee  on  Banking  and  Currency  on  April  23, 

1956,  relative  to  S.  3407,  hearings,  p.  12). 

Yet  the  amendment  would  amend  the  basic  declaration  of  policy 
of  the  Defense  Production  Act  of  1950  by  referring  only  to  the  policy 
of  geographic  dispersal  of  industrial  facilities.  While  it  closes  with 
the  condescending  note  that  it  is  not  to  “preclude  the  use  of  existing 
industrial  facilities,”  it  contains  no  positive  declaration  of  purpose 
to  encourage  the  use  of  existing  industrial  facilities.  By  contrast, 
the  current  Department  of  Defense  Directive  No.  5220.5,  dated 
November  17,  1955,  affirmatively  requires : 

Every  effort  will  be  made  to  require  the  use  of  existing 
facilities  before  new  facilities  are  constructed. 
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The  directive  expressly  recognizes  that  use  of  existing  facilities  is 
required  in  order  to  avoid  the  excessive  cost  and  resulting  social  dis¬ 
location  attendant  upon  their  abandonment. 

BROAD  SCOPE  OF  AMENDMENT 

Nor  <loes  the  amendment  limit  its  application  to  defense  plants. 
It  expressly  mandates  all  departments  and  agencies  in  the  executive 
branch  to  apply  the  principle  of  geographic  dispersal  in  the  following 
cases: 

1.  Construction  of  any  Government-ov ned  industrial  facility; 

2.  Aid  through  Government  financial  assistance  to  the  con¬ 
struction,  expansion,  or  improvement  of  any  industrial  facility; 
and 

3.  Procurement  of  goods  and  services; 

whether  these  actions  are  taken  undei-  the  Defense  Production  Act 
of  1950  or  any  other  act. 

These  pervasive  directives  are  included  with  a  purported  congres¬ 
sional  declaration  of  policy  to  promote  geographical  dispersal  of  indus¬ 
trial  facilities  of  the  United  States  and  to  discourage  their  concen¬ 
tration  in  limited  geographical  areas  vulnerable  to  enemy  attack. 

The  amendment  would  become  a  new  section  to  the  present  well- 
rounded  declaration  of  policy  in  the  Defense  Production  Act  of  1950. 
As  now  stated,  that  policy  notes  that  our  mobilization  effort  continues 
to  require  diversion  of  certain  materials  and  facilities  from  civilian 
use  to  military  and  related  purposes.  It  further  states  that  this 
requires  develoinnent  of  preparedness  programs  and  expansion  of 
productive  capacity  and  sujiply  beyond  levels  needed  to  meet  civilian 
demand.  It  asserts  such  development  and  expansion  is  needed  to 
reduce  the  time  required  for  full  mobilization  in  event  of  attack. 

It  will  be  noted  that  this  language  is  all  hinged  to  our  mobilization 
effort.  The  amendment  introduces  the  seemingly  parallel  and  equal 
goal  of  geographical  dispersal  of  industrial  facilities  in  the  United 
States. 

It  ignores  the  fact  that  many  other  considerations  must  be  weighed 
in  arriving  at  the  important  decision  as  to  the  best  geographical  group¬ 
ing  of  the  United  States  industrial  complex  in  the  interest  of  national 
defense.  This  grouping  shoidd  serve  the  purpose  of  providing  a  readily 
expandable  and  efficient  base  for  economic  mobilization  at  a  minimum 
cost. 

SIMILAR  AMENDMENT  REJECTED  IN  1951 

One  of  oin’  former  colleagues  descrd)ed  a  similar,  but  less  virulent 
proposed  amendment  offered  unsuccessfully  in  1951  to  this  same  stat¬ 
ute,  as  a  pork-barrel  amendment,  dffie  undignified  attempt  to  wrap 
the  barrel  in  the  bunting  of  national  security  failed  to  disguise  its  true 
natiu’e.  Even  the  sponsor  of  this  present  disjiersal  amendment  joined 
with  55  of  his  colleagues  in  defeating  tlie  earlier  amendment  in  1951 
by  a  vote  of  56  to  25,  with  2  absentees  recording  the  fact  that  they 
would  also  have  voted  against  the  amendment  had  they  been  present. 

The  amendment  thus  defeated  by  a  better  than  2  to  1  vote  was  less 
obno.xious  than  the  dispersal  amendment  in  the  present  bill,  because 
it  was  not  mandatory  and  it  considered  the  factors  of  availability  of 
labor  and  natural  resources  as  well  as  vulnerability  to  attack.  More- 
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over,  it  made  no  pretence  of  using  the  Federal  Government’s  vast 
and  important  procurement  powers  as  a  means  of  compelling  dispersal. 

The  arguments  used  in  successfully  defeating  that  proposed  amend¬ 
ment  are  fully  as  applicable  to  the  present  dispersal  amendment — in 
some  cases  to  an  even  greater  degree.  These  arguments  may  be  sum¬ 
marized  as  follows: 

1.  Would  remove  industry  from  areas  in  which  a  speedy  stepup  in 
defense  production  is  possible  when  civilian-use  production  slackens. 

2.  Increases  costs  to  Federal  Government  (causes  decline  in  tax 
proceeds  due  to  larger  depreciation  allowances;  compels  Government 
as  purchaser  of  end  product  to  pay  higher  purchase  price;  requires 
Federal  financial  aid  to  provide  new  housing,  schools,  hospitals,  water 
and  sewer  systems,  and  general  community  facilities). 

3.  Slows  production  due  to  difficulty  of  attracting  capable  labor 
and  management  to  new  areas  lacking  acceptable  living  conditions. 

4.  The  present  industrial  location  pattern  is  shaped  by  overall 
efficiency  and  economy — not  by  fortuity. 

5.  Forced  dispersal  interferes  with  pattern  of  successful  production  j 
of  best  product  in  shortest  time  at  least  expense. 

6.  If  suitable  or  efficient,  areas  of  our  Nation  favored  by  a  dispersal 
requirement  would  develop  an  industrial  economy  anyway. 

7.  Stagnates  existing  industrial  areas,  depriving  them  of  increased 
efficiency  and  economy  possible  through  expansion  there. 

8.  Wastes  and  depreciates  value  of  housing  and  community  facil¬ 
ities  readily  available  in  such  areas. 

9.  Leads  to  wasteful  use  of  Federal  funds. 

10.  Foreshadows  Federal  measures  to  freeze  labor  to  jobs  in  order 
to  make  feasible  continued  operation  of  forcibly  dispersed  plants. 

11.  Opens  the  door  to  political  pressure  in  the  location  of  new 
industrial  facilities,  using  Federal  tax  funds  as  an  incentive  or  a 
blackjack,  as  required. 

12.  Places  dictatorial  power  in  the  hands  of  non  elected  Federal 
officials,  enabling  them  to  favor  certain  regions  over  others  by  using 
a  test  not  necessarily  in  the  best  interest  of  national  defense. 

13.  The  amendment  is  an  unwarranted  interference  with  the  bal¬ 

anced  judgment  of  both  Government  and  industry  officials  in  deciding 
the  best  location  for  industrial  facilities  in  the  interest  of  national 
defense.  | 

14.  The  initiative  of  small  business  working  in  a  free-enterprise 
system  itself  leads  to  dispersal  of  industry. 

15.  The  amendment  embodies  a  wasteful  proposal  demanding 
costly  construction  of  schools,  streets,  and  other  community  facilities 
in  the  vicinity  of  the  new  plant  sites. 

SIMILAR  PROVISION  ALSO  DEFEATED  IN  1944 

In  1944,  a  similar  effort  opposed  as  forcing  an  unnatural  and  un¬ 
economic  dispersal  of  industry  also  was  defeated  in  the  United  States 
Senate.  Thus,  the  present  dispersal  amendment  is  not  a  new  idea, 
but  a  rehash  of  earlier  proposals  twice  defeated  by  this  same  body. 

CHANGES  IN  ATTACK  TECHNIQUES  DECREASE  VALUE^OF  DISPERSAL 

^  In  successfully  opposing  the  amendment  proposed  in  1951,  the 
present  minority  leader  noted  the  swiftly  changing  pattern  of  accept¬ 
able  security  measures.  Decisions  made  in  the  light  of  obsolete  or 
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obsolescent  security  patterns  would  result  in  an  unwise  location  of 
new  and  immobile  industrial  facilities.  He  noted  that  accompanying 
the  development  of  the  nature  and  destructive  power  of  weapons, 
areas  formerly  deemed  safe  from  attack  became  more  vulnerable 
than  those  deemed  subject  to  attack.  Prior  to  the  development  of 
air  power,  seaboard  areas  of  the  United  States  were  more  exposed  to 
enemy  attacks  than  were  its  inlnnd  areas.  The  coming  of  airpower 
abruptly  changed  this  pattern.  Inviting  attention  to  this  fact  in 
1951,  the  distinguished  senior  Senator  from  California  (Mr.  Knowland) 
stated: 


Today  a  State  in  the  middle  of  the  coimtry  may  be  closer, 
across  the  polar  ice  cap,  to  the  threat  of  Soviet  agression  than 
is  a  coastal  State.  By  what  standards  are  we  to  measure 
the  liklihood  that  a  given  area  would  be  subject  to  air  attack? 

A  mere  glance  at  a  map  to  ascertain  great  circle  distances  rudely 
shakes  the  idea  of  increased  safety  from  attack  as  one  leaves  the 
seacoast  of  the  United  States.  A  reorientation  of  our  perspective 
regarding  distances  in  the  United  States  is  called  for.  From  the  eye 
of  an  observer  seated  in  Moscow,  U.  S.  S.  R.,  Seattle  is  only  538 
miles  further  than  New  York  City.  Chicago  is  a  mere  309  miles  more 
distant  from  Moscow  than  New^  York.  Even  Los  Angeles  is  only 
1,338  miles  further  than  New  York. 

Absolute  distances  airline  on  the  great  circle  route  from  Moscow 
to  various  United  States  cities  are  as  follows  in  order  of  increasing 
distance: 


City  Miles 

New  York _ 4,  665 

Washington _ 4,  858 

Chicago _ 4,  974 

Seattle _ 5,  203 


City  Miles 

Miami _ 5,  731 

New  Orleans _ 5,  820 

San  Francisco _ 5,  871 

Los  Angeles _ 6,  003 


Other  places  in  the  U.  S.  S.  R.  are  even  closer  to  some  of  these  cities. 
Our  usual  conception  of  the  United  States  as  being  over  3,000  miles 
across  from  the  Atlantic  to  the  Pacific  is  faulty  in  great  circle  distance 
terms  viewed  from  locations  in  the  U.  S.  S.  R.  Taken  alone,  therefore, 
dispersal  is  far  less  a  potential  safety  factor  than  it  might  otherwise 
seem. 


INCREASE  IN  DESTRUCTIVE  POTENTIAL  OF  WEAPONS  DECREASES  VALUE 

OF  DISPERSAL 

The  recent  geometrical  increase  in  destructive  capacity  of  weapons 
and  the  increase  in  ability  to  direct  them  to  a  given  target  at  more 
and  more  lengthy  distances  from  the  launching  site  tends  to  make 
dispersal  per  se  of  even  less  value  as  a  defensive  measure.  Consider¬ 
ing  both  the  increase  in  destructive  capacity  of  weapons  and  the  ability 
to  hurl  them  accurately  over  extremely  long  distances,  it  is  safe  to 
assume  that  the  value  of  dispersal  as  a  protective  measure  will  de¬ 
crease  accordingly. 

Emphasizing  the  obsolescence  of  recent  dispersal  policy.  Dr.  Flem¬ 
ming,  Director  of  the  Office  of  Defense  Mobilization,  testified  that  it 
had  become  necessary  to  abandon  the  so-called  mileage  standard 
whereby  a  line  having  a  10-mile  radius  was  drawn  around  an  area  of 
industralized  concentration  and  installations  beyond  the  10-mile 
perimeter  were  deemed  safe  from  a  dispersal  standpoint.  He  stated 
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it  was  abandoned  because  it  was  found  to  be  not  practical  or  feasible. 
Consequently,  industrial  facilities  located  in  accordance  with  such 
dispersal  policy  no  longer  met  present  dispersal  standards.  Dr. 
Flemming  concluded  that  in  his  opinion  the  best  that  could  be  done 
under  present  conditions  is  to  consider  each  industrial  facility  on  a 
case-by-case  basis,  weigh  ah  the  factors  and  arrive  at  the  best  possible 
decision.  (Hearings  on  Defense  Production  Act  Amendments  of 
1956,  p.  14.) 


AMENDMENT  EITHER  UNWISE  OR  REDUNDANT 

But  Dr.  Flemming  noted  that  ODM  is  presently  following  that 
policy  and  that  “Senator  Bennett’s  amendment  would  not  change  that 
one  iota.”  In  other  words,  whatever  benefits  may  be  derivable  from  a 
dispersal  policy,  they  will  not  be  increased  by  the  present  amend¬ 
ment.  This  leads  to  the  inquiry:  Why  is  the  amendment  advisable, 
if  it  does  not  add  to  the  power  the  executive  branch  already  claims  to 
be  exercising? 

It  is  claimed  it  will  constitute  a  confirmation  by  the  Congress  of  an 
existing  executive  policy.  But  either  the  amendment  will  grant  new 
power  by  legislation  or  the  existing  executive  policy  lacks  a  statutory 
basis.  In  the  latter  event,  the  present  policy  is  invalid  as  an  unlawful 
assumption  of  legislative  power,  for  the  Constitution  places  all  legisla¬ 
tive  power  in  the  Congress.  On  the  other  hand,  an  amendment  pur¬ 
porting  to  give  the  Executive  branch  authority  it  already  possesses 
is  redundant  and  unnecessary. 

As  successor  to  the  National  Security  Resources  Board,  ODM 
already  has  fallen  heir  to  that  phase  of  its  duty  described  in  the 
currently  effective  National  Security  Act  of  1947  as — 

The  strategic  relocation  of  industries,  services.  Government, 
and  economic  activities,  the  continuous  operation  of  which 
is  essential  to  the  Nation’s  security. 

But  this  is  limited  in  effect  to  defense-related  activities.  It  is  not 
nearly  as  broad  in  sco])e  as  the  present  dispersal  amendment. 

In  addition  to  ODAI  and  the  Department  of  Defense,  the  Depart¬ 
ment  of  the  Air  Force  has  a  current  policy  on  industrial  production 
readiness  that  includes  dispersal  as  one  among  many  other  factors. 
(See  hearings  on  Defense  Production  Act  Amendments  of  1956, 
pp.  15-19.) 

Both  Department  of  the  Air  Force  and  the  Department  of  Defense 
policies  modify  application  of  the  dispersal  policy  by  considering  such 
other  factors  as  cost,  social  dislocation,  production  delay,  use  of  exist¬ 
ing  plants  before  constructing  new  plants,  and  timely  delivery.  The 
directives  caution  that  the  urgency  of  dispersal  should  always  be 
weighted  against  the  urgency  of  the  requirement  for  timely  delivery  of 
the  vital  product  involved. 

DEPARTMENT  OF  DEFENSE  OPPOSES  AMENDMENT 

It  is  interesting  to  note  that  in  his  April  30,  1956  letter  to  Chairman 
Fulbright  of  the  Committee  on  Banking  and  Currency,  Secretary  of 
the  Air  Force  Quarles  states  that  the  Department  of  the  Air  Force,  on 
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behalf  of  the  Department  of  Defense,  does  not  favor  enactment  of  the 
present  amendment.  He  explains  the  Department’s  position  as 
follows: 

Proper  application  of  the  dispersal  policy  is  an  extremely 
complex  matter  and  requires  sound  judgment  and  careful 
consideration  of  many  factors.  Each  case  has  its  own  pecu¬ 
liar  circumstances,  and  therefore,  there  is  no  established 
pattern  or  formula  which  gives  proper  weight  to  each  factor 
involved.  Consequently,  it  is  important  that  the  depart¬ 
ments  be  allowed  to  exercise  their  judgment  to  the  fullest 
extend  within  the  broad  policy  as  already  established  in 
existing  Executive  directives.  Particularly  in  this  regard, 
it  is  noted  that  section  2  of  S.  2879  would  requii'e  that  “in 
the  procurement  of  goods  and  services  under  any  provision 
of  law,  the  Department  of  Defense  *  *  *  shall  apply  to 
the  greatest  practicable  extent  the  principle  of  the  geograph¬ 
ical  dispersal  of  such  facilities  in  the  interest  of  national 
defense.”  This  provision  would  require  that  consideration 
be  given  to  a  broad  general  principle  not  always  consistent 
with  other  procurement  objectives.  While  S.  2879  is  en¬ 
tirely  consistent  in  its  intent,  with  existing  Department  of 
Defense  policy,  the  very  fact  that  it  exists  could  give  rise  to 
question  as  to  its  interpretation  in  individual  cases  and,  in 
that  sense,  be  confusing.  It  is  therefore  felt  that  the  purpose 
of  S.  2879  is  clearly  recognized  and  being  accomplished  under 
existing  directives,  and  that  the  enactment  of  this  bill  is  un¬ 
desirable. 


OTHER  REASONS  FOR  OPPOSITION 

Among  recorded  opposition  to  the  amendment  may  be  noted  the 
following : 

The  New  England  Council,  Walter  Raleigh,  executive  vice  president: 

Established  areas  present  advantages  which  cannot  be  over¬ 
looked  in  providing  adequate  qualitative  and  quantitative  de¬ 
fense  production  such  as  a  skilled  labor  force,  experienced 
administrative  personnel,  research  and  scientific  facilities, 
as  well  as  completed  facilities  of  all  kinds  (hearings,  p.  127). 

The  New  England  Governor’s  Conference,  Hon.  Dennis  J.  Roberts, 
Governor  of  Rhode  Island: 

Location  of  industry  away  from  sources  of  raw  materials 
and  labor  and  efficient  production  will  only  increase  cost  and 
reduce  effectiveness  of  the  defense  effort  (hearings,  p.  127). 

New  England  Governor’s  Textile  Committee,  Dr.  Seymour  E. 
Harris,  chairman: 

Similar  proposals  made  in  Truman  administration  but 
quickly  abandoned — vulnerability  one  consideration  but 
proximity  to  markets,  materials,  transportation,  housing, 
and  especially  skilled  labor  very  important.  Unwise  to 
double  or  treble  costs  and  cut  output  in  order  to  be  ready  for 
uncertain  attack  of  uncertain  time  (hearings,  p.  128). 
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Connecticut  Development  Commission,  Robert  P.  Lee,  chairman: 

amendment  *  *  *  would  seriously  interfere  with  normal 
gi-owth  and  the  creation  of  job  opportunities  in  practically 
every  well-established  industrial  area  in  the  country  and 
would  be  a  serious  threat  to  the  economy  of  the  entire  North¬ 
east.  In  our  opinion  Office  of  Defense  Mobilization  is 
presently  e(piipped  with  sufficient  restrictive  authority  to 
protect  the  best  interest  and  safety  of  the  entire  country  and 
this  proposed  amendment  is  neither  necessary  nor  desirable 
(hearings,  p.  127). 

ODM  DISPERSAL  POLICY  MORE  LIMITED 

Present  ODM  policy  on  dispersal  limits  it  to  facilities  unportant  to 
national  security.  It  also  recognizes  the  advantages  of  ground 
environment  or  natural  barriers  as  factors  contributing  to  security  of 
a  given  facility  and  thus  achieving  the  benefits  claimed  for  dispersal,  j 
But  the  present  amendment’s  sponsor  indicates  he  expects  it  to  I 
require  dispersal  among  several  States  ratlier  than  on  any  intrastate 
basis. 

Courts  will  not  interpret  a  statute  as  lieing  meaningless;  hence 
they  will  be  inclined  to  find  a  grant  of  new  dispersal  policy  power  in 
this  amendment — leading  to  an  overemphasis  on  dispersal. 

The  amendment  is  impaled  on  the  horns  of  this  dilemma:  ft  is 
either  unnecessaiy  and  reduinlant  or  it  grants  new  and  unwise  dis¬ 
persal  authority  to  the  executive  branch. 

CONCLUSION 

It  must  constantly  be  borne  in  mind  that  the  purpose  of  industrial 
facilities  is  to  produce  end  products  efficientl^y  and  economically  as 
needed — ^not  to  remain  in  absolute  safety.  This  prime  reason  for 
the  existence  of  industrial  facilities  must  be  considered  in  weighing 
the  value  of  safety  from  attack  as  a  factor  in  their  location.  The 
latter  is  only  one  among  many  factors  in  measuring  the  value  of  a 
given  plant  site,  and  not  the  most  important  factor. 

In  World  War  II,  Germany  believed  dispersion  of  its  vital  industries  . 
would  amply  protect  them  against  any  bombing  attacks  then  antici-  f 
pated.  Yet  by  1944  bombing  raids  by  the  Allied  forces  destroyed  a 
large  segment  of  Germany’s  surface  industry  and  also  crippled  the 
transportation  system,  cutting  deeply  into  the  effective  production  of 
the  remaining  plants  not  physically  damaged.  Too  little  and  too 
late  Germany  turned  to  construction  of  underground  industrial 
facilities.  At  the  end  of  hostilities,  she  had  jdaced  underground  only 
16.6  million  square  feet  of  a  program  calling  for  99.5  million  square 
feet  of  underground  construction.  This  exjierience  should  serve 
as  a  warning  lest  we  be  lulled  into  a  false  sense  of  security  concerning 
the  absolute  value  of  dispersion. 

Constant  care  must  be  exercised  in  order  that  dispersed  industry 
may  not  become  displaced  industry. 
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84th  CONGEESS 
2d  Session 


Calendar  No.  2259 

H.  R.  9852 

« 

[Report  No.  2237] 


IN  THE  SENATE  OE  THE  UNITED  STATES 

June  4, 1956 

Read  twice  and  referred  to  the  Committee  on  Banking  and  Currency 

June  14  (legislative  day,  June  11),  1956 
Reported  by  Mr.  Fulbright,  with  amendments 

[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


AN  ACT 

To  extend  the  Defense  Production  Act  of  1950,  as  amended, 

and  for  other  pui’poses. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled^ 

3  That  the  first  sentence  of  subsection  (a)  of  section  717  of 

4  the  Defense  Production  Act  of  1950,  as  amended,  is  hereby 

5  amended  by  striking  out  ‘‘June  30,  1956”  and  inserting 

6  in  lieu  thereof  “Jime  30,  1958”. 

7  Sec.  2.  Subsection  (b)  of  section  303  ot  the  Defense 

8  Production  Act  of  1950,  as  amended,  is  hereby  amended 

9  by  strikmg  out  “June  30,  1963”  and  inserting  in  lieu  thereof 
10  “June  30,  1965”. 
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Sfier  ^  Subscetien  -{e)-  section  ^74-9  el  tbe  Defei^tse 
Prodiietion  Aet  el  es  aniondcd,  is  hereby  amended  by 

adding  ol  the  e»4  tbereel  the  fellowing  new  sent-eneeT  ^^^7e 

snefe  perseir  shall  become  a  member  el  the  executive  reserve 

» 

unless  he  has  eomplied^  te  the  extent  applicable,  with  the 
sapie  requirements  as  apply  with  respeet  te  persons  appointed 
under  subsection  -fhf  el  this  seetien-j  this  sentenee  shall  net 
he  construed  as  re^p^hing  any  member  el  the  executive 
reserve  te  hie  a  statemmd  el  changes  in  interests  in  een- 
fe«nity  with  the  last  sentence  el  paragraph  el  suh- 
seetion  {h)~ 

Sec.  4  3.  Section  712  of  the  Defense  Production  Act  of 
1950  is  amended  by  adding  at  the  end  thereof  the  following 
new  subsection: 

‘‘(f)  The  Secretaiy  of  Commerce  shall  mahe  a  special 
investigation  and  study  of  the  production,  allocation,  dis¬ 
tribution,  use  of  nickel,  of  its  resale  as  scrap,  and  of  other 
aspects  of  the  current  situation  with  respect  to  supply  and 
marketing  of  nickel,  with  particular  attention  to,  among 
other  things,  the  adequacy  of  the  present  system  of  nickel 
allocation  between  defense  and  civilian  users.  The  Secretary 
of  Commerce  shall  consult  with  the  Joint  Committee  on 
Defense  Production  during  the  course  of  such  investigation 
and  study  with  respect  to  the  progress  achieved  and  the 
results  of  the  investigation  and  study,  and  shall  make  an 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


3 


interim  report  on  the  results  of  the  investigation  and  study 
on  or  before  July  15,  1956,  and  shall,  on  or  before  Decem¬ 
ber  31,  1956,  make  a  final  report  on  the  results  of  such 
investigation  and  study,  together  with  such  recommendations 
as  the  Secretary  of  Commerce  deems  advisable.  Such  re¬ 
ports  shall  be  made  to  the  Senate  (or  to  the  Secretary  of  the 
Senate  if  the  Senate  is  not  in  session)  and  to  the  House  of 
Eepresentatives  (or  to  the  Clerk  of  the  House  of  Kepre- 
sentatives  if  the  House  is  not  in  session) 

Sec.  4.  Section  2  of  the  Defence  Production  Act  of 
1950,  as  amended,  is  hereby  amended  by  inserting  at  the 
end  thereof  the  following  new  paragraph: 

“In  order  to  insure  productive  capacity  in  the  event  of 
such  an  attack  on  the  United  States,  it  is  the  policy  of  the 
Congress  to  promote  the  geographical  dispersal  of  the  indus¬ 
trial  facilities  of  the  United.  States  in  the  interest  of  the 
national  defense,  and  to  discourage  the  concentration  of  such 
productive  facilities  within  limited  geographical  areas  which 
are  vidnerahle  to  attack  by  an  enemy  of  the  United  States. 
In  the  construction  of  any  Government-owned  industrial 
facilities,  in  the  rendition  of  any  Government  financicd  assist¬ 
ance  for  the  construction,  expansion,  or  improvement  of 
any  industrial  facilities,  and  in  the  procurement  of  goods 
and  services,  under  this  or  any  other  Act,  each  department 
and,  agency  of  the  Executive  Branch  shall  apply,  under  the 
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coordination  of  the  Office  of  Defense  Mohilization,  when 
practicable  and  consistent  ivith  existing  law  and  the  desir¬ 
ability  for  maintaining  a  sound  economy,  the  principle  of 
the  geographical  dispersal  of  such  facilities  in  the  interest 
of  national  defense.  Nothing  eontained  in  this  paragraph 
shall  prechide  the  use  of  existing  industrial  facilities. 

Sec.  5.  Subsection  (c)  of  section  701  of  the  Defense 
Production  Act  of  1950,  as  amended,  is  hereby  amended  by 
striking  out  ^‘in  the  civilian  market,  he  shall  do  so  in  such 
a  manner  as’*  and  inserting  in  lieu  thereof  the  following: 
“and  finds  that  such  action  will  result  in  a  significant  dis¬ 
location  of  the  normal  distribution  of  such  material  in  the 
civilian  market,  to  such  a  degree  as  to  cause  appreciable 
hardship,  he  shall,  whenever  he  finds  that  such  action  will 
alleviate  such  hardship  without  having  an  unfavorable  effect 
on  the  civilian  economy  as  a  whole,  exercise  such  controls 
under  this  Act  as  he  may  deem  necessary.” 

Sec.  6.  Efective  July  1,  1956,  section  712  (e)  of 
the  Defence  Production  Act  of  1950,  as  amended,  is  amended 
to  read  as  follows: 

“(e)  The  expenses  of  the  committee  under  this  section, 
which  shall  not  exceed  $65,000  in  any  fiscal  year,  shall  be 
paid  from  the  contingent  fund  of  the  House  of  Hepresenta- 
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1  lives  upon  vouchers  signed  hy  the  Chairman  or  Vice  Chair- 

2  man” 

Passed  the  House  of  Kepresentatives  May  31,  1956. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 
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PROCEEDINGS 

i  OF  INTEREST  TO  THE  DEPARTMENT  OF  A6RICULTUI 
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HI®LIGHTS:  Senate  committee  ^ported  bills  to  incr^se  CCC  borrowing  authority, 
and  to  increase  Public  Law  U80  a\^thorizations  ♦  Sei^e  passed  bill  to  extend  Defense 
Production  Act, 


SENATE 


1,  CCC,  The  Agriculture  and  forestry  Committee  reported  with  amendments  S,  3820, 
to  increase  the  borrowing  authority  of  CCC  (S,  R^t,  2289),  p.  972U 

2,  SURPLUS  COMMODITIES,  Ahe  Agriculture  and  Forestry  C^jmittee  reported  with  amend¬ 
ment  S,  3903,  to  increase  the  amount  authorized  for  imposes  of  title  I  of  Put- 
lib  Law  lt8-Cto  ^53 pillion  (S.  Rept,  2290),  p.  972U 


3*  DEFENSE  PRODUCTION,  Passed  with  amendments  H,  R,  98^2,  to  extend  the  Defense 
Production  Act  for  2  years,  pp,  97^0,  9751 

U!" PUBLIC  LAiJI^,  Passed  mthout  amendment  S,  3512,  to  permit  desel  Land  entries 

on  disc^nected  tracts  of  lands  which,  in  the  case  of  any  one  e  yman,  form  a 
compap^  unit  and  do  not  exceed  in  the  aggregate  320  acres,  p,  97? 

'assed  without  amendment  S,  30ii2,  to  amend  the  Mineral  LeasingN^lct  in 
orjffer  to  promote  the  development  of  phosphate  on  the  public  doiaain,  9785 


5*  .^tiECTRIFICATION ,  Sen,  Wiley  inserted  a  Wis,  Coop,  Electrical  Assoc,  res 
relating  to  various  aspects  of  public  power,  p,  9723 

The  Interstate  and  Foreign  Commerce  Committee  repo  .’ted  with  amendment 


ution 


-2- 


St\6h3,  to  ena-urage  maxiirruin  development  of  low-cost  electric  energy  from  all, 
sour^s  of  power,  including  atomic  energy,  coal,  oil,  and  natural  gas  (S«  Reip^^ 
2287)  Xp,  972U-- 


6*  WATER  RESd^ifflCES*  Sen.  Hruska  inserted  a  Stock  Growers  Assoc,  resolution  ^peeing 
-any  attemp\  to  increase  the  Federal  control  of  water  resources,  and  fa^joring 
State  contr^  of  these  resoiirces.  p,  972U 


7*  APPROPRIATIONS*\  Continued  debate  on  H.  R,  10986,  the  Defense  Depai^ent  approp¬ 
riation  bill  foXl957.  pp*  973h,  9785 


8*  EI-IPLOYEE  SECURnr.  '^en.  Johnston  commented  on  the  findings  ofVthe  Soecial  Sub¬ 
committee  to  investigate  the  Eirployee  Security  Program,  and  Announced  that  its 
report  was  in  the  fin^  stages  of  assembly,  p,  9750 


9,  RECLAMATION#  Sen,  Case  entered  a  motion  to  reconsider  tjrfe  vote  whereby  the 
Senate  agreed  to  the  amen^ents  of  the  House  to  S,  l6^,  to  authorize  the 
Secretary  of  the  Interior  make  paionent  for  certa:^  improvements  located  on 
public  lands  in  the  Rapid  Vrlley  unit,  S,  Dak,  of  the  Mo,  River  Basin  project* 

The  House  t^s  requested  to  re^rn  the  bill,  p,  ^ 

10,  RECESSED  until  Mon,,  June  25*  p,^785 


ITEMS  INNAPPEND] 


11,  PERSONNEL,  Sen.  Stennis  inserted  Asst,\^cretary  of  defense  Burgess’  statement 
before  the  Senate  Appropriations  Commitr^e  c’iscussing  the  problem  of  personnel 


losses  and  critical  technical  needs, /p,^^96ij 


12,  FARM  PROGRAM;  RECL^J-'L'lTIONo  Sen.  N^^^userger  inserted  portions  of  Elmer  McClure’s, 
Oregon  State  Grange,  address  st^dng  that  "iXannot  envision  how  the  present 
administration’s  so-called  lan^banlc  can  be  ofNsubstantial  benefit  to  farmers 
of  the  V'est;"  criticizing  tha/President’ s  veto  ^  the  certificate  plan  for 
wheat;  favoring  the  proposedr  Hells  Canyon  and  op^sing  the  Pelton  Dam,  p,AU967 


13#  SOIL  BANK,  Rep,  Multer  inserted  a  newspaper  articleX  "Benson  Switches  Confuse 
Farmers,"  criticizing  -^His  Department's  administratiX,  of  the  soil  baric  pro¬ 
gram.  p,  Alt 968 


BILLS  APPROVED  BY  THE  PPJESIDENT 


lit,  TOBACCO*  H,  R,  9475^  to  extend  the  time  for  announcing  markXi’^6  quotas  for 

tobacco,  except  flue-cured  tobacco,  to  not  later  than  the  fir^  day  of  February 
each  year,  /reproved  June  22,  1956  (Public  Law  609,  8itth  Congr^s), 


l5*  FORESTRY,  /S,  296?,  to  authorize  the  acquisition  of  additional  lame  within  the 
roadies^ area  of  the  Superior  National  Forest,  Approved  June  22,  15(56  (Public 
Law  607,  SUth  Congress)* 


PRINTED  HEARINGS  RECEIVED  IN  THIS  OFFICE 


16, 


SmS;  FOREIGN  TRADE,  S,  3868,  S,  3329,  and  S,  2256,  to  extend  the  ExportX^mport 
Bank  Act  of  19ii5*  Senate  Banking  and  Currency  Comriiittee, 


LABOR  STAI'TD/\RDS *  Minimum  wages  in  certain  territories,  possessions,  and  overs^ 
area  of  the  U,  S,  Part  II,  House  Education  and  Labor  Committee, 
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9749 


tl»t  light,  it  seems  to  have  been  regarded  by 
Col^ress.” 

LIAN  CONTROLS  IN  TIME  OF  WAR  OR 
EMERGENCY 

In  hlKfamous  message  of  September  7. 
1942,  Present  Roosevelt  laid  claim  to  a 
power  as  Commander  in  Chief  to  disregard 
an  explicit  pn^lslon  of  the  Emergency  Price 
Control  Act.  Hte  coupled  a  demand  for  the 
repeal  of  this  s^lon  with  the  warning  that 
(88  CONGRESSIoi^AL  RECORD,  7053-7054 
(1942) )  : 

‘‘I  ask  the  Congreik  to  take  this  action  by 
the  1st  of  October.  lection  on  your  part  by 
that  date  will  leave  mewlth  an  inescapable 
responsibility  to  the  peoj^of  this  country  to 
see  to  it  that  the  war  eSSort  is  no  longer 
imperiled  by  threat  of  econontiic  chaos. 

“In  the  event  that  the  degress  should 
fall  to  act,  and  act  adequately, \shall  accept 
the  responsibility,  and  I  will  acN 

“At  the  same  time  that  farm  ibices  are 
stabilized,  wages  can  and  will  be  s^bilized, 
also.  This  I  will  do. 

“The  President  has  the  powers,  und8r  the 
Constitution  and  under  congressional  ^ts, 
to  take  measures  necessary  to  avert  a  disa^r 
which  would  Interfere  with  the  winning 
the  war. 

“I  have  given  the  most  thoughtful  consid¬ 
eration  to  meeting  this  issue  without  further 
reference  to  the  Congress.  I  have  deter¬ 
mined,  however,  on  this  vital  matter  to  con¬ 
sult  with  the  Congress. 

*  «  *  •  • 

“I  cannot  tell  what  powers  may  have  to  be 
exercised  in  order  to  win  this  war. 

“The  American  people  can  be  sure  that  I 
will  use  my  powers  with  a  full  sense  of  my 
responsibility  to  the  Constitution  and  to  my 
country.  The  American  people  can  also  be 
sure  that  I  shall  not  hesitate  to  use  every 
power  vested  in  me  to  accomplish  the  defeat 
of  our  enemies  in  any  part  of  the  world  where 
our  own  safety  demands  such  defeat. 

“When  the  war  is  won,  the  power  under 
which  I  act  automatically  revert  to  the  peo¬ 
ple — to  whom  they  belong.” 

Taking  sharp  exception  to  this  claim  of 
power.  Congress  refused  to  pass  the  legisla¬ 
tion  sought  by  the  President.  Senator  L.a- 
Follette  repudiated  “without  equivocation 
the  extraordinary  doctrine  enunciated  in  the 
message  of  the  Chief  Executive.  •  »  »  He 
does  not  have  legislative  power  under  the 
Constitution  of  the  United  States  or  under 
any  statute  which  this  Congress  has  passed” 
•(id.  at  7586).  In  the  House  of  Representa¬ 
tives,  Whittington,  of  Mississippi,  declared 
that  “It  is  for  Congress  to  pass  laws;  it  is 
for  the  President  to  enforce  laws,  if  in  war, 
when  vast  powers  are  essential  in  the  PresU 
dent  as  Commander  in  Chief  of  the  Arni<y 
and  Navy,  any  statute  should  be  suspen^d, 
it  is  for  Congress  to  provide  for  sucy'sus- 
pensions.  The  exercise  or  usurpatlom^f  the 
authority  to  suspend  by  the  Presidein  smaks 
of  dictatorship  and  is  contrary  to  l(ne  demo¬ 
cratic  concept:  moreover,  it  is ywholly  un¬ 
necessary  in  the  prosecution  o^he  war”  (id. 
at  7343 ) .  These  were  typic^  of  the  views 
expressed  by  many  Member^  However,  some 
Members  supported  the  j^sition  taken  by 
the  President.  In  spiteyOf  the  explicit  pro¬ 
hibition  of  the  Emergeocy  Price  Control  Act, 
a  few  argued  that  he^ad  the  necessary  au¬ 
thority  under  othej^acts.  Senator  Barkley 
came  close  to  endowing  the  President’s  claim 
on  constitutiona^grounds  when  he  said  that 
“The  people  of  Jme  United  States  have  never 
yet  denied  tl^r  President,  the  Commander 
in  Chief  of  tneir  Army  and  Navy,  support  in 
the  exerci^ of  whatever  powers  he  may  have 
in  the  cojRduct  of  a  war,  and  I  recall  no  case 
in  whi^  the  Supreme  Court  has  not  sus- 
talne^such  powers”  (id.  at  7558).  Repre¬ 
sentative  McCormack  suggested  on  the  floor 
of  Jme  House  that  if  the  bill  were  passed  with 
amendment  opposed  by  the  President, 


“TTie  bill  will  be  vetoed  and  the  Pi-esldent,  as 
Commander  in  Chief,  will  act,  as  he  should, 
by  Executive  order”  (id.  at  7383). 

At  first  both  Houses  approved  amendments 
strongly  opposed  by  the  administration. 
These  were  modified  to  some  extent  before 
the  bill  was  finally  passed,  taut  the  measure 
sent  to  the  President  fell  far  short  of  what 
he  had  asked.  Nevertheless  he  signed  the 
bill  (56  Stat.  765). 

That  the  President  as  Commander  in  Chief, 
cannot  seize  the  property  of  private  citizens 
in  time  of  emergency,  contrary  to  an  act  of 
Congress,  is  the  teaching  of  the  early  case  of 
Little  Barreme  ((1804)  2  Cr.  170)  and  the 
recent  decision  in  Youngstown  Sheet  and 
Tube  Co.  V.  Sawyer  ((1952)  343  U.  S.  579). 
The  former  Involved  the  validity  of  the 
seizure  of  the  Flying  Fish,  a  vessel  bound 
from  a  French  port.  Congress  had  author¬ 
ized  seizure,  in  stated  circumstances,  of  ves¬ 
sels  bound  to  a  French  jxjrt.  The  President 
had  gone  beyond  this  and  Issued  instruc¬ 
tions  for  a  seizure  of  vessels  bound  either  to 
or  from  a  French  port.  The  Supreme  Court 
held  that  these  Instruction  were  unauthor¬ 
ized  and  did  not  “legalize  an  act  which,  with¬ 
out  those  instructions  would  have  been  a 
plain  trespass.”  Chief  Justice  Marshall 
,  wrote : 

“It  is  by  no  means  clear  that  the  President 
oX  the  United  States,  whose  high  duty  it  is 
toMake  care  that  the  laws  be  faithfully 
exerted,  and  who  is  Commander  in  Chi 
of  tlTfc  Armies  and  Navies  of  the  Vnifed. 
States,\nlght  not,  without  any  speciaj^  au¬ 
thority  i)m  that  purpose,  in  the  then/exlst- 
ing  state  ^things,  have  empowerec^he  offi¬ 
cers  comm^ding  the  armed  vess^s  of  the 
United  State^to  seize  and  send  ii^o  port  for 
adjudication,  l^erlcan  vesselsAvhich  were 
forfeited  by  belnt  engaged  in  -^s  illicit  com¬ 
merce.  But  whei^  is  observ^  that  the  gen¬ 
eral  clause  of  the^rst  sedition  of  the  act, 
which  declares  thaV  suon  vessels  may  be 
seized,  and  may  be  protected  in  any  district 
or  circuit  court,  wl^&i  shall  be  holden 
within  or  for  the  dlawicV  where  the  seizure 
shall  be  made,  oJ^lousl\  contemplates  a 
seizure  within  thp  United  T^ates;  and  that 
the  fifth  sectio^gives  a  specal  authority  to 
seize  on  the  Wgh  seas,  and  llnaits  that  au¬ 
thority  to  thre  seizure  of  vesel\  bound,  or 
sailing  to,  ^^rench  port,  the  legisftdure  seem 
to  have  pn^crlbed  that  the  manneNp  which 
this  lawj^all  be  carried  into  executnm,  was 
to  exchrae  a  seizure  of  any  vessel  not\pund 
to  a  ^ench  port.” 

InAhe  Steel  Seizure  case,  the  Court  deified 
tine  authority  of  the  President  to  seize  pr 
ite  property  in  time  of  emergency  to  pre¬ 
sent  interruption  of  the  production  of  sup¬ 
plies  for  the  Armed  Forces.  The  opinion  of 
the  Court  written  by  Mr.  Justice  Black 
seemed  to  say  that  the  President  has  no 
power  of  seizure  without  affirmative  author¬ 
ity  from  Congress.  That  also  appeared  to 
be  the  view  of  Mr.  Justice  Douglas.  Justices 
Frankfurter,  Jackson,  Clark,  and  Burton  put 
great  emphasis  upon  the  refusal  of  Congress 
to  insert  a  seizure  provision  in  the  Taft- 
Hartley  Act.  Mr.  Justice  Jackson  examined 
at  length  the  claim  of  justification  under  the 
Commander  in  Chief  clause.  He  said: 

“The  clause  on  which  the  Government  next 
relies  is  that  ‘The  President  shall  be  Com¬ 
mander  in  Chief  of  the  Army  and  Navy  of  the 
United  States  ♦  *  *.  These  cryptic  words 
have  given  rise  to  some  of  the  most  persistent 
controversies  in,  our  constitutional  history. 
Of  course,  they  imply  something  more  than 
an  empty  title.  But  just  what  authority 
goes  with  the  name  has  plagued  presidential 
advisers  who  would  not  waive  or  narrow  it  by 
nonassertion  yet  cannot  say  where  it  begins 
or  ends.  It  undoubtedly  puts  the  Nation’s 
Armed  Forces  under  Presidential  command. 
Hence,  this  loose  appellation  is  sometimes 
advanced  as  support  for  any  Presidential 
action,  internal  or  external,  involving  use  of 
force,  the  idea  being  that  it  vests  power  to 


do  anything,  anywhere,  that  can  be  done 
with  an  army  or  navy. 

•  *  •  • 

“The  Constitution  expressly  places  in 
gress  power  ‘to  raise  and  (support]  angles’ 
and  ‘to  [provide]  and  ] maintain]  ayRavy.’ 
(Words  in  brackets  supplied.)  This  cer¬ 
tainly  lays  upon  Congress  prlmarir  respon¬ 
sibility  for  supplying  the  Arm/M  Forces. 
Congress  alone  controls  the  ralarag  of  reve¬ 
nues  and  their  appropriation  >&nd  may  de¬ 
termine  in  what  manner  ancDby  what  means 
they  shall  be  spent  for  rn^tary  and  naval 
procurement.  I  suppose  no  one  would  doubt 
that  Congress  can  take ^ver  war  supply  as 
a  Government  entern/ise.  On  the  other 
hand,  if  Congress  se^  fit  to  relay  on  free 
private  enterprise  yxollectively  bargaining 
with  free  labor  for/support  and  maintenance 
of  our  Armed  Forces,  can  the  Executive,  be¬ 
cause  of  lawfu^disagreements  incidental  to 
that  process.^elze  the  facility  for  operation 
upon  Goverijnnent-imposed  terms? 

“There  indications  that  the  Constitu¬ 
tion  did  irct  contemplate  that  the  title  Com- 
mande^n  Chief  of  the  Army  and  Navy  will 
consUfaite  him  also  Commander  in  Chief  of 
the yTCuntry,  its  industries,  and  its  inhabi- 
taj^s.  He  has  no  monopoly  of  war  powers, 
latever  they  are.  While  Congress  cannot 
leprlve  the  President  of  the  command  of 
the  Army  and  Navy,  only  Congress  can  pro¬ 
vide  him  an  Army  or  Navy  to  command.  It 
is  also  empowered  to  make  rules  for  the 
‘Government  and  regulation  of  land  and 
naval  forces,’  by  which  it  may  to  some  un¬ 
known  extent  impinge  upon  even  command 
functions. 

“ITiat  military  powers  of  the  Commander 
in  Chief  were  not  to  supersede  representa¬ 
tive  government  of  internal  affairs  seems 
obvious  from  the  Constitution  and  from 
elementary  American  history.  77me  out  of 
mind,  and  even  now  in  many  parts  of  the 
world,  a  military  commander  can  seize  pri¬ 
vate  housing  to  shelter  his  troops.  Not  so, 
however,  in  the  United  States,  for  the  third 
amendment  says,  ‘No  soldier  shall,  in  time 
of  peace  be  quartered  in  any  house,  without 
the  consent  of  the  owner,  nor  in  time  of 
war,  but  in  a  manner  to  be  prescribed  by 
law.’  Thus,  even  in  wartime,  his  seizure 
of  needed  military  housing  must  be  author¬ 
ized  by  Congress.  It  also  was  expressly  left 
to  Congress  to  ‘provide  for  calling  forth  the 
militia  to  execute  the  laws  of  the  Union, 
suppress  insurrections,  and  repel  invasions.’ 
Such  a  limitation  on  the  command  power, 
written  at  a  time  when  the  militia  rather 
than  a  standing  army  was  contemplated  as 
^the  military  weapon  of  the  Republic,  under- 
Kores  the  Constitution’s  policy  that  Con- 
gliess,  not  the  Executive,  should  control  utili¬ 
zation  of  the  war  power  as  an  instrument 
of  da^estic  policy.  Congress,  fulfilling  that 
functNn,  has  authorized  the  President  to 
use  th^irmy  to  enforce  certain  civil  rights. 
On  the  Nher  hand.  Congress  has  forbidden 
him  to  TJse  the  Army  for  the  purpose  of 
executing  gNeral  laws  except  when  expressly 
authorized  b^tlie  Constitution  or  by  act  of 
Congress. 

“While  broad^laims  under  this  rubric 
often  have  been  Nade,  advice  to  the  Presi¬ 
dent  in  specific  m^ers  usually  has  carried 
overtones  that  powe:^even  under  this  head, 
are  measured  by  th^tcommand  functions 
usual  to  the  topmost  ofiS^r  of  the  Army  and 
Navy.  Even  then,  heed  laas  been  taken  of 
any  efforts  of  Congress  negative  his 
authority. 

•  ••’>*• 

“His  command  power  is  not  s^h  an  abso¬ 
lute  as  might  be  Implied  from  tmt  office  in 
a  militaristic  system  but  is  subject'm  limita¬ 
tions  consistent  with  a  constituti^al  Re¬ 
public  whose  law  and  policymaking  ^anch 
is  a  representative  Congress.  The  purporc  of 
lodging  dual  titles  In  one  man  was  to  Inlure 
that  the  civilian  would  control  the  milit^. 
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nt  to  enable  the  military  to  subordinate  the 
presidential  Office.” 

us  all  of  the  Justices  who  constituted 
the  VaJorlty  asserted  the  supremacy  of  Con- 
The  point  of  difference  among  them 
was  vMiether  the  President  had  any  power 
of  selAre  if  Congress  had  not  disapproved 
that  ccArse. 

These  \wo  cases,  in  combination  with  Texas 
V.  WhiteAupra,  lend  strong  support  to  the 
view  that  Miy  powers  the  President  may  have 
as  Commander  in  Chief  over  civilians  in  the 
United  Stat*  is  subordinate  to  the  legisla¬ 
tive  powers  oMongress  under  various  clauses 
of  article  I,  se^ion  8.  From  the  very  begin¬ 
ning,  Congress  jjas  asserted  the  right  to  de¬ 
termine  the  cirAmstances  under  which  the 
Armed  Forces  rAy  be  used  at  home  and 
abroad.  In  a  few  instances  it  has  also  under¬ 
taken  to  prescribe  the  methods  by  which  the 
power  of  command  ^all  be  exercised.  How¬ 
ever,  the  boundary  between  its  authority 


Presi 


and  that  of  the 
Forces  has  never 
charted. 


Jent  over  the  Armed 
een  authoritatively 


EMPLOYEE  SECURI 


PROGRAM 


Mr.  JOHNSTON  of  S^uth  Carolina. 
Mr.  President,  this  CongMss  has  been 
vitally  concerned  with  the  Employee  se¬ 
curity  program  being  condmjted  by  the 
Government. 

Early  in  1955  the  Senate  ap^oved  the 
•establishment  of  a  Special  Subcmnmittee 
to  Investigate  the  Employee  ISecurity 
Program  being  administered  by  tMe  GoV' 
ernment. 

This  subcommittee,  of  which  IV  am 
chairman,  has  been  probing  into  Uhe 
various  operations  of  the  security  P^- 
gram  and  pertinent  relative  matters  Ar 
over  a  year.  The  report  of  this  commiu 
tee  is  in  the  final-  stages  of  assembly. 

Some  Members  of  the  Senate  have 
been  concerned  with  the  possibility  that 
our  employee  security  program  has  been 
inadequate. 

Other  members  have  felt  that  the  pro¬ 
gram  has  been  conducted  too  harshly, 
with  concentration  of  security  efforts  on 
the  wrong  types  of  employees.  Still 
other  members  believe  the  program 
needs  strengthening  on  one  end  and  re¬ 
laxing  on  the  other. 

Certainly  a  great  majority  of  the  Sen¬ 
ate  has  not  been  satisfied  with  the  con¬ 
duct  of  the  security  program,  otherwise, 
the  investigation  would  not  have  bei 
authorized. 


More  recently  a  flurry  of  edi^-ial 
comment  and  statements  from  M^bers 
of  Congress  have  arisen  as  a  resx^of  the 
Cole  case  decision,  with  whicj?  I  know 
all  Senators  are  familiar. 

As  a  result  of  these  cc^ments  and 
other  factors,  public  cognfcance  of  the 
security  program  has  reined  a  new  tem¬ 
po.  Some  members  h^e  introduced  or 
talked  about  intruding  legislation  to 
deal  with  phases  o^the  security  prob¬ 
lem  and  perhap^ the  entire  security 
matter. 


Mr.  Presidenj^f  why  I  speak  to  you  here 
today  on  thi^^ubject  is  of  great  impor¬ 
tance  to  Senate.  As  I  said  before, 
the  repor^f  my  subcommittee’s  conclu¬ 
sions  aj^  recommendations  resulting 
from  US  study  and  investigation  of  the 
Government’s  employee  security  pro- 
grana  is  nearly  completed  and  will  be 
r^y  for  delivery  to  the  Members  of  the 
enate  in  the  immediate  future. 


The  findings  of  my  subcommittee  are 
very  extensive  and  deal  with  most  of 
the  security  problems  which  are  now  re¬ 
ceiving  the  attention  of  Members  of  Con¬ 
gress. 

I  believe  this  report  will  be  most  help¬ 
ful  to  all  of  us  to  aid  in  guiding  our  ac¬ 
tions  toward  the  accomplishment  which 
we  all  want — a  nonpartisan  effective  se¬ 
curity  program  which  will  keep  subver¬ 
sives  and  disloyal  employees  out  of  Gov¬ 
ernment  and  at  the  same  time  will  pro¬ 
tect  our  loyal  employees. 

I  therefore  suggest  and  recommend 
that  the  Senate  withhold  action  on  any 
security  legislation  until  the  Members 
shall  have  had  the  opportunity  to  receive 
the  benefit  of  information  contained  in 
my  subcommittee’s  report. 

No  Member  of  the  Senate  is  more  in¬ 
terested  than  I  am  in  the  enactment  of  a 
strong  and  fair  security  program.  But  I 
believe  we  would  err  to  take  any  legisla¬ 
tive  steps  until  we  have  first  studied  the 
report  which  will  be  in  the  hands  of  Sen¬ 
ators  in  the  immediate  future. 

Mr.  CARLSON.  Mr.  President,  will 
the  Senator  from  South  Carolina  yield  " 

Mr.  JOHNSTON  of  South  Carolina,/! 
yield. 

Mr,  CARLSON.  Mr.  President,  Vwish 
to  say  that'  the  distinguished  ^nator 
from  South  Carolina  held  som^ery  ex¬ 
tensive  hearings  and,  as  a  nrember  of 
that  subcommittee,  I  apprec/te  the  fine 
way  in  which  he  conducte^them. 

I  think  I  gathered  fron^ the  Senator’s 
statement  that  the  subcommittee  report 
will  soon  be  ready  foryprinting.  Is  that 
correct? 

Mr.  JOHNSTON/of  South  Carolina. 
^That  is  correct. 

Mr.  CARLSO^  Would  it  be  possible 
jr  the  minomy  member  to  see  and 
amlyze  the  r^ort  before  it  is  ready  for 
disVibutioi/to  the  full  committee  for 
appiraval^ 

mA  JOHNSTON  of  South  Carolina.  I 
shoulq^ink  so. 

M^^ARLSON.  I  should  like  very 
muon  tAhave  time  to  analyze  it.  I  par- 
ti^atedun  the  hearings  and  know  it  is 
)luminou6.  I  concur  in  the  suggestion 
^of  the  Senior  that  no  action  should  be 
taken  until  \he  committee  report  is  ap¬ 
proved  by  thkfull  committee  and  availa¬ 
ble  for  distribution.  I  think  it  will  con¬ 
tain  some  valfmble  suggestions.  Since 
we  are  dealing  Vith  the  protection  and 
security  of  our  Nation,  careful  analysis  is 
demanded  by  all. 

Mr.  JOHNSTONVf  South  Carolina.  I 
shall  take  it  up  imrnediately. 

Mr.  President,  I  sVould  like  to  com¬ 
mend  the  Senator  from  Kansas  for  the 
work  he  did  on  the  sub^mmittee.  I  was 
glad  to  hear  him  makeYhe  remarks  he 
has  made.  The  hearing  were  handled 
from  a  nonpartisan  stanctooint,  for  the 
good  of  the  United  States^  and  for  the 
good  of  the  employees  of  ^e  Govern¬ 
ment.  We  were  endeavorin^o  do  noth¬ 
ing  that  would  injure  the  security  of  the 
Nation. 

Mr.  SALTONSTALL.  Mr.  Pi-Sgident,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER\  The 
clerk  will  call  the  roll. 

The  Legislative  Clerk  proceeded  td^call 
the  roll. 


Mr.  JOHNSON  of  Texas.  Mr.  PrM 
dent,  I  ask  unanimous  consent  tha^he 
order  for  the  quorum  call  be  rescuaded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 


DEPARTMENT  OP  DI 
PRIATTONS, 


SE  APPRO- 


The  PRESIDING  OFFICER.  The 
hour  of  2  o’clock  h^ng  arrived,  the 
Chair  lays  before  tl^Senate  the  unfin¬ 
ished  business,  whifli  will  be  stated  by 
title. 

The  Legislat^  Clerk.  A  bill  (H.  R. 
10986)  makin|r  appropriations  for  the 
Department  of  Defense  for  the  fiscal  year 
ending  Junj^O,  1957,  and  for  other  pur¬ 
poses. 


EXTENSION  OF  DEFENSE  PRODUC¬ 
TION  ACT  OF  1950,  AS  AMENDED 


Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
.unfinished  business  be  temporarily  laid 
'aside  and  that  the  Senate  proceed  to  the 
consideration  of  Calendar  No.  2259,  H.  R.  > 
9852,  to  extend  the  Defense  Production  ( 
Act  of  1950,  as  amended.  Si: 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  Texas? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill  (H.  R. 
9852)  to  extend  the  Defense  Production 
Act  of  1950,  as  amended,  and  for  other 
purposes,  which  had  been  reported  from 
the  Committee  on  Banking  and  Currency, 
with  amendments. 


Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  on  behalf  of  the  distinguished 
minority  leader  and  myself,  I  submit  a 
proposed  unanimous-consent  agreement 
which  I  ask  to  have  read  for  the  infor¬ 
mation  of  the  Senate. 

The  PRESIDING  OFFICER.  The 
proposed  agreement  will  be  read. 

The  legislative  clerk  read  as  follows: 
Unanimous  Consent  Agreement 


Ordered,  That,  during  the  further  consid¬ 
eration  of  the  bill  (H.  R.  9852)  to  extend 
the  Defense  Production  Act  of  1950,  as 
amended,  debate  on  any  amendment,  motion, 
or  appeal,  except  a  motion  to  lay  on  the 
table,  and  as  hereinafter  indicated,  shall  be 
limited  to  1  hour,  to  be  equally  divided  and 
controlled  by  the  mover  of  any  such  amend¬ 
ment  or  motion  and  the  majority  leader: 
Provided,  however.  That  it  shall  be  in  order 
for  the  Senator  from  Connecticut,  Mr.  Bush, 
to  make  a  motion  to  lay  on  the  table  the 
committee  amendment  inserting  section  4 
on  pages  3  and  4,  upon  which  there  shall 
be  a  limitation  of  not  exceeding  2  hours’ 
debate,  to  be  equally  divided  and  controlled 
by  Mr.  Bush  and  the  majority  leader,  respec¬ 
tively:  Provided,  That  in  the  event  the  ma¬ 
jority  leader  is  in  favor  of  any  such  amend¬ 
ment  or  motion,  the  time  in  opposition 
thereto  shall  be  controlled  by  the  minority 
leader  or  some  Senator  designated  by  him: 
Provided  further.  That  no  amendment  that 
is  not  germane  to  the  provisions  of  the  said 
bill  shall  be  received. 

Ordered  further.  That  on  the  question  of 
the  final  passage  of  the  said  bill  debate  shall 
be  limited  to  2  hours,  to  be  equally  divided 
and  controlled,  respectively,  by  the  majority 
and  minority  leaders:  Provided,  That  the 
said  leaders  or  either  of  them,  may,  from 
the  time  under  their  control  on  the  passage 
of  the  said  bill,  allot  additional  time  to  any 
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Senator  during  the  consideration  of  any 
amendment,  motion,  or  appeal. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  unanimous-consent  re¬ 
quest? 

Mr.  JOHNSON  of  Texas.  Mr.  Pi-esi- 
dent,  I  may  say,  in  brief  explanation  of 
the  proposed  agreement,  that  it  is  im¬ 
material  to  the  minority  leader  or  the 
majority  leader  to  haj^e  a  unanimous- 
consent  agreement,  but  it  is  my  under¬ 
standing  that  those  who  are  directly  in¬ 
terested  in  House  bill  9852  have  met  and 
talked  about  such  an  agreement.  The 
proposed  agreement  is  similar  to  other 
agreements  the  Senate  has  entered  into. 
It  is  my  information  that  it  is  accepta¬ 
ble  to  both  opponents  and  proponents 
of  certain  amendments  to  be  offered,  and 
to  those  in  charge  of  the  bill. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  unanimous-consent 
agreement? 

The  Chair  hears  none,  and  it  is  so 
ordered. 


^YMENT  FOR  IMPROVEMENTS  ^ 
^ANDS  IN  RAPID  VALLEY  UN^, 
^OUTH  DAKOTA— MOTION  ^O 
l^CONSIDER— REQUEST  FOR^E- 
TfeN  OF  SENATE  BILL  1622  / 

Mr\  CASE  of  South  Dakot^  Mr. 
Presid^t,  I  desire  to  enter  a  moaion  to 
reconsiaer  the  vote  whereby  thy  Senate 
on  yestaday  agreed  to^he  am*idments 
of  the  Hi^se  of  Representatiy^s  to  the 
bill  (S.  16¥2)  to  authorize  thy  Secretary 
of  the  InWior  to  make  pafyment  for 
certain  improvements  locate  on  public 
lands  in  tha  Rapid  Vallew  unit.  South 
Dakota,  of  toe  Missouri/ River  Basin 
project,  and  rOr  other  pmposes. 

The  PRESIDING  OTFICER.  The 
motion  will  beNentered/ 

Mr.  BUSH.  Kir.  President,  is  that  a 
unanimous  consent  regliest? 

Mr.  CASE  of  S^ty  Dakota.  I  think 
that  is  a  privilegedvaatter. 

The  PRESIDINgYoFFICER.  It  is  a 
privileged  matter.  /\ 

Mr.  BUSH.  My  pVesident,  a  parlia¬ 
mentary  inquiry.  /  \ 

The  PRESIDING  ViFFICER.  The 
Senator  will  stole  it.  \ 

Mr.  BUSH,  mas  the  ^nate  not  just 
entered  into  a/manimous  consent  agree¬ 
ment  that  requires  us  to  proceed  with 
the  consideration  of  the  plmding  busi¬ 
ness?  /  \ 

The  PRESIDING  OFFICER.  This  is 
a  privileged  matter,  the  Chair  te  advised. 

Mr.  (^SE  of  South  Dak^a.  Mr. 
Presidem,  I  make  the  further  ynotion 
that  tlye  Secretary  be  directed  to  Kquest 
the  H/use  of  Representatives  to  Return 
the  lyessage  of  the  Senate  announcing 
its  alh’eement  to  the  amendments  on  the 
liox£e.  Y 

The  PRESIDING  OFFICER.  Without 
oWection,  the  House  will  be  requested  \p 
i/turn  the  bill,  and  the  motion  to  reconV 
fidev  will  be  entered.  ^ 


EXTENSION  OF  DEFENSE  PRODUC¬ 
TION  ACT  OF  1950,  AS  AMENDED 
The  Senate  resumed  the  consideration 
of  the  bill  (H.  R.  9852).  to  extend  the 


Defense  Production  Act  of  1950,  as 
amended,  and  for  other  purposes. 

The  PRESIDING  OFFICER.  The 
first  committee  amendment  will  be 
stated. 

The  Legislative  Clerk.  On  page  2 - 

Mr.  KUCHEL.  Mr.  Pi'esident,  a  par¬ 
liamentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  KUCHEL.  I  should  like  to  ask  the 
Chair  what  the  parliamentary  situation 
is  with  respect  to  the  desire  on  the  part 
of  the  Senator  from  Connecticut  [Mr. 
Bush]  to  move  to  table  one  of  the  com¬ 
mittee  amendments.  Is  it  in  order  for 
the  Senator  from  Connecticut  to  proceed 
in  that  fashion  at  any  time  he  desires  to 
make  such  a  motion? 

The  PRESIDING  OFFICER.  The 
Chair  is  advised  that  the  logical  time  to 
make  that  motion  to  lay  on  the  table  is 
when  the  committee  amendment,  which 
is  section  4,  is  reached. 

Mr.  BUSH.  I  now  serve  notice  that 
when  section  4  becomes  the  pending 
question,  I  shall  then  move  to  table ;  and 
under  the  unanimous-consent  agree¬ 
ment,  I  understand  an  hour  is  allowed  to 
each  side  on  that  motion. 

Tlie  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  PASTORE.  Mr.  President,  I  yield 
20  minutes  to  the  Senator  from  Arkansas. 

Mr.  FULBRIGHT.  Mr.  President,  the 
Banking  and  Currency  Committee  held 
hearings  on  S.  3407,  a  bill  to  provide  a 
2-year  extension  for  the  Defense  Pro¬ 
duction  Act.  This  bill  met  with  general 
approval  by  the  committee,  subject  to  a 
few  amendments.  The  House  passed 
H.  R.  9852,  a  bill  also  providing  a  2-year 
extension,  also  with  amendments,  and 
this  bill  was  referred  to  the  committee. 

The  Banking  and  Currency  Committee 
has  reported  out  H.  R.  9852,  and  recom¬ 
mends  favorable  action  on  this  bill. 

As  reported,  H.  R.  9852  provides  for  a 
2-year  extension  of  the  act,  to  June  30, 
1958,  along  with  a  2-year  extension  of 
the  title  III  contracting  authority,  to 
June  30,  1965.  The  bill  also  contains, 
first,  a  declaration  of  policy  supporting 
the  principle  of  geographical  dispersal; 
second,  a  requirement  that  the  Secretary 
of  Commerce  make  a  special  investiga¬ 
tion  and  study  of  nickel;  third,  an 
amendment  emphasizing  the  President’s 
authority  and  duty  to  take  action  for  the 
benefit  of  civilian  users  of  any  commod¬ 
ity  in  seriously  short  supply  as  a  result 
of  military  requirements;  and  fourth,  a 
technical  amendment  designed  to  sim¬ 
plify  payment  of  the  expenses  of  the 
Joint  Committee  on  Defense  Production. 

The  bill,  as  reported,  does  not  include 
the  provision  adopted  by  the  House  re¬ 
quiring  members  of  the  executive  re¬ 
serve  to  file  statements  of  their  financial 
interests  at  the  time  of  their  appoint¬ 
ment. 

The  committee’s  review  of  the  defense 
progi’am  and  the  defense  supporting  in¬ 
dustrial  program  left  no  doubt  that  con¬ 
tinuance  of  the  powers  in  the  Defense 
Production  Act  are  necessary.  I  shall, 
therefore,  not  attempt  to  elaborate  on 
this  aspect  of  the  matter. 

’The  committee  report  lists  the  powers 
now  contained  in  the  Defense  Production 


Act,  principally  the  priority  and  alloca¬ 
tion  authority  in  title  I,  and  the  financial 
authority  conferred  in  title  III  for  the 
purpose  of  expanding  productive  capa¬ 
city  and  supply.  Although  these  powers 
are  not  now  being  used  extensively,  they 
are  essential  at  the  moment  to  maintain 
the  present  state  of  mobilization  readi¬ 
ness;  and,  in  addition,  the  existence  of 
these  authorities  places  the  Government 
in  a  position  to  take  the  initial  steps  in 
the  event  of  an  emergency. 

The  bill  does  not  contain  any  authority 
for  controls  over  prices,  wages,  rents,  or 
credit.  These  standby  powers  were  not 
recommended  or  proposed  by  the  admin¬ 
istration  witnesses.  It  is  recognized  that 
such  controls  would  be  needed  in  the 
event  of  full  mobilization  or  war,  but 
there  was  no  indication  of  any  present 
need  for  such  authority. 

The  two  principal  amendments  pro¬ 
posed  by  the  committee  related  to  dis¬ 
persal  and  allocations  in  the  civilian 
market. 

The  dispersal  amendment  would  ex¬ 
press  congressional  approval  of,  and  sup¬ 
port  for,  the  existing  agency  policy  of  en¬ 
couraging  geographical  dispersal  of  new 
Government-assisted  industrial  facil¬ 
ities,  first,  when  practical;  second,  when 
consistent  with  existing  law,  and  third, 
when  consistent  with  the  desirablity  of 
maintaining  a  sound  economy.  The 
amendment  does  not  prevent  or  restrict 
the  use  of  existing  plants;  it  does  not 
apply  to  plants  which  do  not  get  assist¬ 
ance  of  some  sort  from  the  Government ; 
and  it  does  not  make  the  policy  of  geo¬ 
graphical  dispersal  the  only,  or  in  some 
cases  even  the  principal,  element  to  be 
considered  in  locating  a  new  Govern¬ 
ment-assisted  plant. 

A  sound  economy  must  be  maintained. 
All  the  factors  which  properly  go  into  the 
location  of  any  industrial  plant  must  be 
considered — access  to  raw  materials, 
transportation,  power,  water,  labor,  mar¬ 
kets,  and  so  on.  'The  amendment  would 
not  eliminate  consideration  of  these 
other  factors. 

All  the  Government  agencies  con¬ 
cerned  endorse  and  support  the  principle 
of  geographical  dispersal.  All,  except 
the  Air  Force,  support  an  amendment  ex¬ 
pressing  congressional  approval  and  sup¬ 
port  of  the  policy.  And  even  the  Air 
Force,  in  opposing  the  amendment  on 
the  ground  that  it  might  be  confusing, 
supports  the  principle  of  geographical 
dispersal,  and  states  that  the  amendment 
is  entirely  consistent  in  its  intent  with 
existing  Department  of  Defense  policy. 

If  we  consider  the  possibilities  which 
lie  before  us,  we  can  see  why  the  Congress 
should,  and  must,  accept  responsibility 
for  the  dispersal  program. 

Our  defense  plans  must  take  into  ac¬ 
count  the  possibility  of  an  attack  by  an 
aggressor,  an  attack  which  may  include 
a  Pearl  Harbor  or  a  number  of  Pearl 
Harbors.  If  this  occurs,  we  must  be  pre¬ 
pared  to  retaliate  immediately,  using 
weapons  in  being  at  the  time  of  such  an 
attack.  Equally  important,  we  must  be 
prepared  to  wage  a  continuing  all-out 
war,  which  may  not  be  of  short  duration. 
This  second  stage  will  require  a  strong, 
productive  industry,  capable  of  produc¬ 
ing  the  needed  weapons  of  war  and  capa¬ 
ble  of  supplying  everything  needed  to 
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maintain  the  military  and  civilian  pop¬ 
ulation. 

The  Nation’s  ability  to  carry  on  this 
second  stage  depends  to  a  large  extent 
on  how  much  of  its  productive  capacity 
has  been  wiped  out  in  the  first  attack. 
This  is  where  geographical  dispersal  of 
industrial  facilities  is  vital. 

The  principle  of  geographical  dispersal 
does  not  depend  on  the  argument  that 
one  spot  in  the  United  States  is  safer 
than  another  spot.  Perhaps  an  argu¬ 
ment  can  be  made  for  this  in  some  cases, 
although  usually  such  an  argument  is 
not  conclusive.  The  principle  of  geo¬ 
graphical  dispersal  is  much  simpler  and 
much  clearer  than  any  argument  over 
the  merits  of  one  location  as  compared 
with  the  merits  of  another  location. 

The  principle  of  geographical  dispersal 
is  merely  another  way  of  saying,  “Don’t 
put  all  your  eggs  in  one  basket.’’ 

If  all  the  Nation’s  supply  of  a  vital 
material  or  a  vital  piece  of  equipment 
comes  from  1  plant  or  from  plants  in 
1  small  area,  we  might  be  deprived  of 
our  supply  of  that  material  or  equip¬ 
ment  by  1  bomb.  But  if  we  obtain  the 
material  or  equipment  from  5  or  10 
widely  separated  sources,  we  are  much 
better  prepared  to  carry  on  the  second 
stage  of  defense. 

We  should  also  bear  in  mind — and  I 
think  this  is  extremely  important — that 
if  we  should  achieve  a  sound  degree  of 
dispersal  of  our  industry,  it  would  reduce 
the  danger  of  an  attack.  If  the  target 
is  less  attractive,  if  a  single  bomb  or  a 
few  bombs  could  not  accomplish  so  much 
damage  to  the  defense  effort,  the  tempta¬ 
tion  to  attack  the  country  would  be  re¬ 
duced.  Incidentally,  this  would  reduce 
the  danger  to  the  areas  which  now,  be¬ 
cause  of  the  concentration  of  industries, 
are  the  most  attractive  targets.  This 
thought  should  be  borne  in  mind  by 
those  who  might  wish  to  oppose  the 
amendment. 

I  particularly  invite  this  point  to  the 
attention  of  the  distinguished  Senators 
from  the  New  England  States,  because, 
as  our  defense  productivity  is  now  set  up, 
it  makes  New  England  an  especially  at¬ 
tractive  target  in  case  there  should  be 
trouble. 

Mr.  AIKEN.  Mr.  President,  will  the 
Senator  from  Arkansas  yield? 

The  PRESIDING  OFFICER  (Mr.  Laird 
in  the  chair) .  Does  the  Senator  from 
Arkansas  yield  to  the  Senator  from  Ver¬ 
mont? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  AIKEN.  Does  the  Senator  from 
Arkansas  consider  that  this  amendment, 
requiring  dispersal  among  regions,  would 
preclude  dispersal  of  industry  within  a 
region,  such  as  New  England? 

Mr.  FULBRIGHT.  The  amendment 
does  not  require  anything  of  so  rigid  a 
nature.  It  requires  consideration  of  the 
element  of  the  risk  of  destruction  of  our 
vital  production  and  supplies.  I  may 
say  that  I  used  the  term  “New  England’’ 
rather  broadly.  I  doubt  that  in  the  great 
State  of  Vermont  there  is  such  a  concen¬ 
tration  as  would  necessarily  be  involved. 
But  I  do  know  of  areas  around  the  great 
cities  of  Boston  and  Hartford  which  I 
think  create  a  very  tempting  target  in 
case  of  difficulty. 


Mr.  AIKEN.  In  the  committee 
amendment  is  there  anything  to  pre¬ 
clude  the  establishment  of  new  indus¬ 
tries  in,  let  us  say,  the  States  of  northern 
New  England — Maine,  New  Hampshire, 
and  Vei-mont — without  having  them 
considered  as  being  in  a  strategic  target 

Mr.  FULBRIGHT.  I  do  not  think  so. 
As  I  have  previously  said,  the  amend¬ 
ment  seeks  to  draw  attention,  particu¬ 
larly  the  attention  of  the  Defense  De¬ 
partment,  to  this  question,  and  to  give 
congressional  approval  to  a  policy  which 
already  is  being  followed  to  some  extent. 
That  policy  would  be  to  give  serious  con¬ 
sideration,  in  connection  with  the  con¬ 
struction  of  new  plants,  to  the  vulner¬ 
ability  to  attack  of  certain  industries 
having  significance  in  our  national  de¬ 
fense.  I  do  not  think  the  amendment 
necessarily  precludes  the  building  of  new 
plants  in  any  area,  depending  upon  a 
number  of  factors  which  I  have  just 
mentioned,  namely,  raw  materials, 
transportation,  and  all  the  other  ele¬ 
ments. 

Mr.  AIKEN.  And  perhaps  the  policy 
would  encourage  the  location  of  a  plant 
among  the  hills,  where  it  might  have 
much  more  protection  than  if  located  at 
a  greater  distance  from  a  strategic  cen¬ 
ter,  but  located  in  open  prairie  land? 

Mr.  FULBRIGHT.  Most  certainly 
that  could  be  considered. 

Mr.  AIKEN.  And  would  the  location 
as  it  relates  to  the  direction  of  the  pre¬ 
vailing  winds  have  a  bearing  on  the  dis¬ 
persal  program? 

Mr.  FULBRIGHT.  Certainly.  The 
question  of  fallout  is  a  very  material 
one;  and  the  recent  developments  re¬ 
garding  the  seriousness  of  fallout  con¬ 
stitute  one  of  the  major  reasons  for  the 
further  and,  I  think,  favorable  consider¬ 
ation  by  the  Congress  of  this  amend¬ 
ment.  Fallout  is  now  a  much  more  se¬ 
rious  problem,  we  know,  than  it  was  5 
years  ago. 

Mr.  AIKEN.  Bearing  in  mind  the 
protection  afforded  by  the  hills  and  the 
northern  winds  in  New  England,  would 
not  the  Senator  from  Arkansas  say  they 
constitute  one  of  the  factors  which 
might  well  be  favorably  considered  in 
connection  with  the  establishment  of 
defense  plants? 

Mr.  FULBRIGHT.  I  would  not  say 
the  contrary  at  all.  In  referring  to  New 
England,  of  course,  let  me  say  that  all 
of  us  know  about  the  great  concentra¬ 
tion  of  defense  plants,  particularly  in 
communities  near  the  coasts  of  Con¬ 
necticut,  Rhode  Island,  and  Massachu¬ 
setts.  Of  course,  I  can  understand  the 
concern  of  the  people  of  those  communi¬ 
ties  about  any  change  in  the  status  quo. 
Nevertheless,  this  is  an  extremely  im¬ 
portant  matter  affecting  our  national 
security. 

Mr.  KUCHEL.  Mr.  President,  will  the 
Senator  from  Arkansas  yield? 

Mr.  FULBRIGHT.  I  shall  be  glad  to 
yield  in  a  moment. 

Mr.  President,  this  might  be  a  proper 
place  for  me  to  insert  in  the  Record  a 
letter  which  came  too  late  to  be  inserted 
in  the  hearings.  The  letter  is  from  Mr, 
Val  Peterson,  Administrator  of  the  Civil 
Defense  Administration,  and  is  dated 


June  22 

May  16.  I  call  especial  attention  to  the 
next  to  the  last  paragraph  of  the  letter ; 
and  I  now  read  a  part  of  it: 

We  therefore  urge  that  the  committee  fa¬ 
vorably  consider  the  proposed  amendment 
by  Senator  Bennett  to  S.  3407,  and  we  rec¬ 
ommend  that  the  Congress  enact  the  meas¬ 
ure  into  law. 

I  ask  unanimous  consent  that  the  en¬ 
tire  letter  be  printed  in  the  Record  at 
this  point  as  a  part  of  my  remarks. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows; 

Federal  Civil 
Defense  Administration, 
National  Headquarters, 
Battle  Creek,  Mich.,  May  16,  1956. 
Hon.  J.  W.  FULBRIGHT, 

Chairman,  Committee  on  Banking  and 
Currency,  United  States  Senate, 
Washington,  D.  C. 

Dear  Mr.  Chairman;  This  is  in  reply  to 
the  request  of  Mr.  Matthew  Hale,  of  the 
committee  staff,  for  a  report  from  the  Federal 
Civil  Defense  Administration  on  the  merits 
of  S.  3407,  a  bill  “to  extend  the  Defense 
Production  Act  of  1950,  as  amended,  and  for 
other  purposes,”  and  the  amendment  to  the 
bill  intended  to  be  proposed  by  Senator 
Bennett,  dated  April  23,  1956. 

S.  3407  would  further  amend  section  717 
of  the  Defense  Production  Act  of  1950,  as 
amended,  to  extend  the  provisions  of  the  act 
until  June  30,  1958.  Section  2  would  amend 
section  303  to  extend  the  provisions  thereof, 
which  relate  to  the  purchase,  or  commit¬ 
ments  to  purchase,  of  critical  or  strategic 
metals,  minerals,  or  other  materials,  until 
June  30,  1965. 

As  S.  3407  relates  to  the  extension  of  the 
expiration  dates  of  sections  303  and  717  of 
the  Defense  Production  Act  of  1950,  as 
amended,  the  Federal  Civil  Defense  Admin¬ 
istration  would  interpose  no  objection  to  the 
proposed  extensions. 

The  amendment  to  S.  3407,  proposed  by 
Senator  Bennett,  would  further  amend  the 
declaration  of  policy  contained  in  section  2 
of  the  Defense  Productibn  Act  of  1950,  as 
amended,  to  state  that  it  is  the  policy  of  the 
Congress  to  promote  the  geographical  dis¬ 
persal  of  the  Industrial  facilities  of  the 
United  States,  and  to  discourage  concentra¬ 
tion  of  productive  facilities  within  limited 
geographical  areas  vulnerable  to  attack. 
Further,  the  amendment  also  provides  that 
in  the  construction  of  Government-owned 
industrial  facilities,  and  the  extension  of 
governmental  financial  assistance  for  the 
construction,  expansion,  or  improvement  of 
industrial  facilities,  or  in  the  procurement  of 
goods  or  services  under  the  Defense  Produc¬ 
tion  Act  or  any  other  act,  each  department 
or  agency  of  the  executive  branch  shall  apply, 
to  the  greatest  practicable  extent,  consistent 
with  existing  law,  the  principle  of  geo¬ 
graphical  dispersion  of  such  facilities  in  the 
interest  of  national  defense.  The  Office  of 
Defense  Mobilization  would  be  charged  with 
the  coordination  of  the  proposed  program. 
Nothing  in  the  program  would  preclude  the 
use  of  existing  industrial  facilities. 

The  Federal  Civil  Defense  Administration, 
under  Defense  Mobilization  Order  1-18,  is¬ 
sued  January  11,  1956,  is  charged  with  the 
responsibility  for  the  development  and  co¬ 
ordination  of  plans  and  programs  for  the 
reduction  of  urban  vulnerability,  including 
coordination  at  the  metropolitan  target-zone 
level  of  dispersion,  urban  redevelopment, 
highway,  and  other  programs  and  measures 
capable  of  making  a  contribution  to  the  re¬ 
duction  of  urban  vulnerability. 

Accordingly,  the  Federal  Civil  Defense  Ad¬ 
ministration  hold  the  view  that  statutory 
amendments  designed  to  encourage  the  re¬ 
duction  of  vulnerability  of  metropolitan 
target  zones  from  enemy  attack  through  in- 
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dustrlal  dispersal  of  the  nature  contained  in 
the  proposed  amendment  to  S.  3407  are  in 
the  national  Interest.  We,  therefore,  urge 
that  the  committee  favorably  consider  the 
proposed  amendment  by  Senator  Bennett  to 
S.  3407,  and  we  recommend  that  the  Con¬ 
gress  enact  the  measure  into  law. 

In  view  of  the  urgent  nature  of  the  com¬ 
mittee  request  for  a  report  by  this  Admin¬ 
istration  on  the  measure,  the  usual  Bureau 
of  the  Budget  clearance  has  not  been  ob¬ 
tained.  Should  revision  of  the  report  be 
necessary  upon  receipt  of  the  Bureau’s  com¬ 
ments,  the  revised  report  will  be  forwarded 
promptly  to  the  committee. 

Sincerely, 

Val  Peterson. 

Mr.  KUCHEL.  Mr.  Pi-esident,  will  the 
Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  KUCHEL.  I  believe  I  heard  the 
Senator  from  Arkansas  say  that  there 
were  some  who  objected  to  any  change 
in  the  status  quo.  May  I  ask  the  Senator 
if  any  change  in  the  current  Office  of 
Defense  Mobilization  order  on  dispersal 
is  contemplated  by  the  so-called  Ben¬ 
nett  amendment? 

Mr.  FULBRIGHT.  As  I  understand, 
the  effect  of  the  amendment  would  be 
to  carry  out  the  policy  and  to  give  it 
added  emphasis.  As  I  stated  in  the  ear¬ 
lier ’part  of  my  remarks,  the  Defense 
Department,  even  including  the  Air 
Force,  is  to  some  degree,  at  least,  carry¬ 
ing  out  this  policy.  I  certainly  believe 
it  is  entirely  proper  for  the  Congress 
to  state  its  own  views  as  to  this  policy. 
This  question  has  been  before  Congress 
several  times.  I  think  it  is  proper  for 
us  to  emphasize  the  importance  of  this 
policy  if  we  are  interested  in  our  own 
national  security.  As  I  understand,  the 
present  attitude  of  the  Office  of  Defense 
Mobilization  is  favorable  to  dispersal. 

Mr.  KUCHEL.  I  will  say  to  the  Sen¬ 
ator  from  Arkansas  that,  as  I  under¬ 
stand,  the  present  order  of  the  Office  of 
Defense  Mobilization  with  respect  to  dis¬ 
persal  has  been  in  effect  since  the  first  of 
the  year.  No  one  has  quarreled  with  it. 
I  believe  it  is  being  enforced  by  all 
branches  of  the  Defense  Department, 
and  I  further  believe  that  the  Depart¬ 
ment  of  the  Air  Force,  in  objecting  to 
the  language  in  the  bill  known  as  the 
so-called  Bennett  amendment,  speaks 
not  alone  for  the  Air  Force,  but  for  all 
branches  of  the  Defense  Department. 

Mr.  FULBRIGHT.  I  think  the  Sen¬ 
ator  is  incorrect.  The  Nelson  report  on 
this  subject  stated  that  the  policy  of 
dispersal  was  not  being  pursued  with 
the  proper  enthusiasm. 

Mr.  KUCHEL.  Can  the  Senator  in¬ 
dicate  where  it  is  not  being  pursued 
with  the  proper  enthusiasm? 

Mr.  FULBRIGHT.  If  the  Senator  will 
wait,  in  a  few  moments  I  shall  quote 
from  the  Nelson  report.  I  shall  reach  it 
after  about  two  more  pages. 

Mr.  KNOWLAND.  Mr.  President,  will 
the  Senator  yield? 

Mr.  FULBRIGHT,  I  yield, 

Mr.  KNOWLAND.  Apropos  of  a  ques¬ 
tion  raised  earlier  by  the  Senator  from 
Vermont,  I  think  one  additional  factor 
is  that  this  provision  would  give  a  con¬ 
gressional  blank  check  to  possible  fu¬ 
ture  executive  action,  with  respect  to 
which  I  think  there  is  some  grave  doubt. 


as  a  matter  of  public  policy.  I  think  it 
is  doubtful  if  the  Congress  should  grant 
such  authority. 

There  were  examples  in  my  own  State 
of  California  of  which  I  think  the  Senate 
should  be  advised,  and  which  I  think  are 
pertinent  to  the  discussion  on  the  floor 
today. 

Some  time  ago,  and  prior  to  the  latest 
order  by  the  Office  of  Defense  Mobiliza¬ 
tion,  there  had  been  a  very  definite  move 
to  prevent  a  subcontractor  from  going 
into  the  city  of  San  Diego,  Calif.,  from 
the  city  of  Fresno,  in  connection  with 
an  aircraft  industi’y  located  in  Los  An¬ 
geles.  It  so  happens  that  the  distance 
from  Fresno  to  San  Diego  is  315  miles. 
This  is  greater  than  the  distance  from 
Washington  to  Cleveland,  which  is  306 
miles;  it  is  greater  than  the  distance 
from  Dallas  to  Tulsa,  which  is  236  miles; 
the  distance  from  New  York  to  Washing¬ 
ton,  which  is  205  miles,  passing  through 
a  number  of  States  enroute;  the  dis¬ 
tance  from  Washington  to  Pittsburgh, 
which  is  192  miles;  the  distance  from 
Cleveland  to  Detroit,  which  is  90  miles; 
and  the  distance  from  New  York  to 
Philadelphia,  which  is  83  miles.  I  think 
it  becomes  pertinent  as  to  what  type  of 
decision  might  be  made  on  a  pure  mile¬ 
age  basis,  considering  the  distance  from 
an  existing  industrial  complex.. 

Certainly  before  Congress  gives  a 
blank-check  endorsement  to  the  amend¬ 
ment  which  has  been  proposed  to  the 
Senate,  I  think  this  question  should  be 
thoroughly  explored  and  debated;  and  I 
hope  the  amendment  will  be  rejected. 

Mr.  FULBRIGHT.  This  is  not  the 
first  time  the  subject  has  beeen  explored 
by  the  Senate.  This  is  the  third  time 
it  has  been  under  consideration,  and  it 
has  been  thoroughly  discussed. 

I  cannot  take  the  responsibility,  nor 
can  the  Congress,  for  what  may  or  may 
not  be  the  arbitrary  or  erroneous  deci¬ 
sion  of  the  Director  of  Defense  Mobiliza¬ 
tion  with  regard  to  Fresno.  We  are  stat¬ 
ing  a  policy,  which  I  think  is  perfectly 
reasonable  and  clear.  We  cannot  in  any 
case  guarantee  that  someone  in  the 
executive  department  who  administers 
the  law  will  not  be  arbitrary  and  make 
a  foolish  decision  imder  the  policy,  if  the 
policy  itself  is  sound  and  proper.  I  think 
the  Senator  himself  might  take  a  little 
responsibility  for  decisions  in  the 
executive  department.  The  fact  that 
a  certain  decision  was  made  in  the  case 
mentioned,  for  which  the  Senator  thinks 
there  is  no  reason,  does  not  mean  that 
the  principle  is  bad.  It  only  means  that 
someone  misinterpreted  the  policy.  Not 
knowing  any  more  facts  than  the  Sen¬ 
ator  has  mentioned,  it  seems  to  me  that 
300  miles  is  sufficient  dispersal  in  that 
case,  unless  there  may  have  been  other 
factors  related  to  Fresno.  I  do  not  know 
any  more  about  the  facts  than  what  the 
Senator  has  stated. 

Mr.  PURTELL.  Mr.  President,  will 
the  Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  PURTELL.  Did  the  Senator  from 
Connecticut  correctly  understand  the 
Senator  from  Arkansas  to  say  that  this 
amendment  would  not  change  the 
status  quo? 


Mr.  FULBRIGHT.  Not  entirely.  I 
said  that  those  who  did  not  wish  to 
change  the  status  quo  are  for  the  Bush 
motion  and  opposed  to  the  committee 
amendments.  As  I  understand,  it 
would  give  congressional  approval  and 
emphasis  to  a  policy  which  is  being  fol¬ 
lowed,  at  least  to  some  degree,  in  the 
Pentagon.  The  Nelson  committee  says 
that  it  needs  reinforcement.  The  en¬ 
dorsement  of  Congress  should  stiffen  the 
backs  of  the  administrators  in  applying 
the  policy  of  dispersal.  While  the  pol¬ 
icy  exists,  the  administrators  are  very 
easily  dissuaded  from  applying  it  in 
many  individual  cases.  I  suppose  that 
maybe  because  of  the  very  conscientious 
representations  which  Senators  make 
before  the  bureaus  when  they  are  con¬ 
sidering  questions  of  dispersal.  I  wish  to 
read  what  the  Nelson  committee  says  on 
the  subject. 

Mr.  PURTELL.  Is  it  the  Senator’s  in¬ 
tention,  before  he  concludes,  to  indicate 
in  what  way  the  status  quo  would  be 
changed? 

Mr.  FULBRIGHT.  It  would  be 
changed  by  reason  of  reinforcement  of 
the  determination  of  the  executive  de¬ 
partment  to  apply  a  principle  which  I 
think  is  sound.  In  that  sense  the  status 
quo  would  be  changed. 

Mr.  PURTELL.  Mr.  President,  will 
the  Senator  yield  for  a  further  question? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  PURTELL.  Is  that  on  the  as¬ 
sumption  that  the  policy  is  not  being 
administered  today? 

Mr.  FULBRIGHT.  That  is  correct. 
There  was  criticism  to  the  effect  that  the 
policy  was  not  being  applied  as  vigor¬ 
ously  as  it  should  be. 

We  had  a  demonstration  last  year  of 
what  terrible  disruption  to  our  economy 
even  a  hurricane  can  cause  in  the  State 
of  Connecticut.  We  do  not  need  an 
atomic  bomb  to  give  an  illustration.  We 
saw  pictiures  of  great  rubber  plants, 
chemical  plants,  and  other  plants  fall¬ 
ing  into  rivers.  Terrible  destruction  oc¬ 
curred  in  one  small  State  where  there 
was  an  unduly  high  degree  of  concentra¬ 
tion  of  defense  plants.  We  were  warned 
then  that  we  were  exposing  ourselves  to 
unnecessary  risks  by  continuing  to  pile 
up  one  factory  after  another  in  the 
Naugatuck  Valley  and  other  valleys  of 
Connecticut. 

Mr.  PURTELL.  Is  the  Senator  ac¬ 
quainted  with  the  testimony  given  before 
his  committee  by  the  Senator  from  Utah 
[Mr.  Bennett]  referring  to  the  question 
of  whether  or  not  these  policies  were 
being  administered?  I  read  from  page  2 
of  the  hearings.  The  Senator  from  Utah 
said: 

For  some  time  now  we  have  had  a  national 
policy  of  industrial  dispersal.  Considering 
the  problems  inherent  in  any  such  program, 
not  the  least  of  which  has  been  public 
apathy,  I  think  it  has  gone  pretty  well. 

That  would  indicate  to  the  Senator 
from  Connecticut  that  the  Senator  from 
Utah  felt  that  those  policies  were  being 
followed. 

Mr.  FULBRIGHT.  He  did  not  feel  it 
strongly  enough  to  deter  him  from  offer¬ 
ing  an  amendment.  The  Senator  from 
Utah  is  the  author  of  the  amendment  in 
the  bill.  The  Senator  from  Utah  can 
speak  for  himself.  He  is  in  the  Chamber, 
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and  will  speak  in  a  moment.  I  do  not 
think  it  is  proper  for  me  to  interpret  his 
thoughts  on  the  subject. 

Mr.  AIKEN.  Mr.  President,  will  the 

Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  AIKEN.  Is  it  possible  that  this 
amendment  would  activate  the  status 


Mr.  FULBRIGHT.  It  would  give  force 
to  a  policy  which  I  think  most  reason¬ 
able  people  agree  is  a  good  policy,  al¬ 
though  there  may  be  a  difference  of 
opinion  as  to  how  it  is  being  applied. 

Mr.  PASTORE.  Mr.  President,  will 
the  Senator  yield?  . 

Mr.  FULBRIGHT.  I  am  glad  to  yield 
to  the  Senator  from  Rhode  Island. 

Mr.  PASTORE.  I  should  like  to  ask 
a  question  of  the  Senator  from  Arkansas. 

Is  it  the  understanding  of  the  Senator 
that  if  the  dispersal  amendment  to  sec¬ 
tion  4  of  the  bill  should  be  adopted, 
that  amendment  would  expire  on  June 
30,  1958,  or  on  June  30,  1965? 

Mr.  FULBRIGHT.  It  would  expire  on 
June  30,  1958. 

Mr.  PASTORE.  1958? 

Mr.  FULBRIGHT.  Yes. 

Mr.  PASTORE.  Am  I  to  understand 
that  thei-e  is  nothing  contained  in  the 
amendment  which  precludes  the  use  of  , 
existing  industrial  facilities? 

Mr.  FULBRIGHT.  That  is  correct. 
There  is  no  intention  to  destroy  or  to 
change  the  use  of  existing  facilities. 
The  amendment  would  apply  to  new 
plants,  and  to  extensions  or  new  con¬ 
structions  built  with  Government  assist¬ 


ance. 

Mr.  PASTORE.  If  there  is  no  in¬ 
tention  to  affect  existing  facilities,  and 
if  in  truth  the  act  would  expire  on 
June  30,  1958,  wherein  would  the  na¬ 
tional  security  be  promoted  by  going  so 
far  as  to  say,  in  section  4,  “in  the  pro¬ 
curement  of  goods  and  services”?  Why 
is  that  phrase  used?  In  the  procurement 
of  goods  and  services,  what  is  expected 
to  happen  in  the  next  2  years  which  will 
jeopardize  the  national  security  unless 
there  is  dispersal,  and  unless  it  is  recog¬ 
nized  that  it  shall  not  apply  to  existing 
facilities?  I  believe  there  is  an  incon¬ 
sistency  there  which  is  very  serious  one. 

Mr.  FULBRIGHT.  I  suggest  that  the 
Senator  read  the  whole  sentence: 


In  the  construction  of  any  Government- 
owned — 


Mr.  PASTORE.  That  means  the  per¬ 
formance  of  a  future  act. 

Mr.  FULBRIGHT.  The  sentence 
reads : 

In  the  construction  of  any  Government- 
owned  industrial  facilities,  in  the  rendition 
of  any  Government  financial  assistance  for 
the  construction,  expansion,  or  Improvement 
of  any  industrial  facilities,  and  in  the  pro¬ 
curement  of  goods  and  services,  under  this 
or  any  other  act,  each  department  and  agency 
of  the  executive  branch  shall  apply — 

In  other  words,  in  the  process  of  pro¬ 
curement  that  assistance  is  given.  It  is 
necessary  to  read  the  remainder  of  the 
sentence. 

Mr.  PASTORE.  I  have  already  read 
the  whole  paragraph. 

Mr.  FULBRIGHT.  I  continue  to 
read: 

Each  department  and  agency  of  the  execu¬ 
tive  branch  shall  apply,  under  the  coordina¬ 


tion  of  the  Office  of  Defense  Mobilization, 
•when  practicable  and  consistent  with  ex¬ 
isting  law  and  the  desirability  for  main¬ 
taining  a  sound  economy,  the  principle  of 
the  geographical  dispersal  of  such  facllittes 
in  the  interest  of  national  defense. 

Suppose,  for  the  purpose  of  illustra¬ 
tion,  that  the  Government  needs  for  its 
Defense  Establishment  a  vital  commod¬ 
ity  or  goods,  and  that  that  commodity 
or  those  goods  are  located  in  only  one 
place.  If  a  new  plant  is  to  be  built,  I 
would  say  that  under  the  provision  “in 
the  procurement  of  goods  and  services,” 
it  would  mean  that  the  new  plant  would 
have  to  be  built  in  a  different  place. 

Mr.  BUSH.  Mr,  President,  will  the 
Senator  yield? 

Mr.  FUUBRIGHT.  I  do  not  know 
whether  the  Senator  from  Rhode  Island 
has  concluded  his  questions. 

Mr.  PASTORE.  I  should  like  to  ask 
another  question. 

Mr.  FULBRIGHT.  I  cannot  follow 
the  Senator  in  his  reasoning  that  that 
language  adds  any  peculiar  meaning  to 

Mr.  PASTORE.  In  reading  the 
amendment,  I  gained  the  impression 
that  the  last  sentence  in  the  amendment, 
which  starts  on  page  4,  line  5,  was  in¬ 
serted  to  reassure  those  who  might  think 
that  existing  facilities  were  included  or 
intended  to  be  affected.  The  only  con¬ 
cern  of  those  of  us  who  are  interested 
in  existing  facilities  would  be  in  the  case 
of  procurement.  Yet  procurement  has 
been  thrown  into  the  catch-all  of  the 
dispersal  plan.  I  am  convinced  that 
there  is  an  obvious  inconsistency  here. 
In  other  words,  the  provision  regarding 
procurement  on  page  3,  line  23,  vitiates 
the  spirit  and  meaning  and  intent  of 
the  last  sentence  of  the  amendment. 

Mr.  FULBRIGHT.  I  do  not  under¬ 
stand  that  to  be  so  at  all. 

Mr.  PASTORE.  I  hope  that  is  not 
the  meaning,  but  that  is  what  it  says. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  BENNETT.  Does  the  Senator 
from  Arkansas  realize  that  the  oppo¬ 
nents  of  the  amendment  are  using  up 
his  time  to  make  their  arguments? 

Mr.  PASTORE.  Oh,  I  have  an  hour 
on  the  bill,  and  I  am  perfectly  willing  to 
yield  any  part  of  it  to  the  distinguished 
Senator  from  Utah.  We  have  a  great 
deal  of  time  this  afternoon. 

Mr.  FULBRIGHT.  I  believe  we  will 
have  sufficient  time.  My  speech  is  not 
very  long,  although  I  have  gone  only 
half-way  through  it. 

Mr.  BUSH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  BUSH.  Inasmuch  as  the  Senator 
has  quoted  from  the  language  of  the 
committee  amendment  known  as  the 
Bennett  dispersal  amendment,  I  should 
like  to  point  out  that  that  amendment  is 
not  confined  in  its  present  language  to 
defense  procurement.  That  is  not  so  by 
any  means.  That  is  one  of  the  reasons  I 
object  so  strenuously  to  the  amendment. 
As  the  Senator  has  just  read  the  amend¬ 
ment,  it  provides: 

In  the  construction  of  any  Government- 
o'wneci  industrial  facilities,  in  the  rendition 
of  any  Government  financial  assistance  for 


the  construction,  expansion,  or  Improvement 
of  any  industrial  facilities,  and  in  the  pro¬ 
curement  of  goods  and  services— 

That  applies  to  GSA  or  any  other 
agency,  and  to  any  goods  or  services— 
under  this  or  any  other  act,  each  department 
and  agency  of  the  executive  branch  shall  ap¬ 
ply,  under  the  coordination  of  the  Office  of 
Defense  Mobilization,  when  practicable  and 
consistent  with  existing  law  and  the  de¬ 
sirability  for  maintaining  a  sound  economy, 
the  principle  of  the  geographical  dispersal  of 
such  facilities  in  the  interest  of  national 
defense. 

That  is  such  all-inclusive  language  as, 
in  my  opinion,  to  include  anything  the 
Government  might  wish  to  purchase. 

Mr.  FTJLBRIGHT.  The  whole  sub¬ 
ject  of  dispersal  is  significant  only  when 
applied  to  materials  or  plants  which 
have  relation  to  our  defense.  If  a  candy 
factory  were  involved,  for  example,  the 
idea  would  not  apply  at  all.  The  ques¬ 
tion  of  dispersal  would  not  arise  at  all. 
It  would  arise  only  in  connection  with 
such  geographical  dispersal  as  is  inher¬ 
ent  in  the  question  of  defense.  It  refers 
to  factories  or  procurement  which  have 
to  do  with  defense.  It  is  not  a  vital  com¬ 
modity  if  it  has  no  significance  to  de¬ 
fense. 

Mr.  BUSH.  But  that  language  is*in 
the  bill. 

Mr.  FULBRIGHT.  It  will  not  apply 
in  the  case  mentioned  by  the  Senator 
from  Connecticut. 

Mr.  BUSH.  The  provision  does  not 
refer  exclusively  to  commodities  vital  to 
defense. 

Mr.  FULBRIGHT.  Can  the  Senator 
give  us  an  example  of  the  fear  in  his 
mind?  What  is  bothering  him? 

Mr.  BUSH.  What  bothers  me  is  that 
the  language  is  so  broad  that  it  can  be 
used  to  apply  to  the  procurement  of  any 
kind  of  goods  and  for  any  purpose  for 
which  the  Government  buys  the  goods. 
It  could  apply  to  office  furniture  or  any¬ 
thing  else. 

Mr.  FULBRIGHT.  Does  the  Senator 
also  express  distrust  in  the  judgment  of 
the  executive  branch  of  the  Government 
in  the  application  of  the  law? 

Mr.  BUSH.  No;  I  do  not. 

Mr.  FULBRIGHT.  As  the  Senator 
from  California  seemed  to  do  a  moment 
ago?  Does  he  not  believe  the  Govern¬ 
ment  will  use  a  reasonable  interpretation 
of  the  language? 

Mr.  BUSH.  That  is  not  what  I  dis¬ 
trust.  I  distrust  the  Members  of  this 
particular  Congress  and  of  the  next  Con¬ 
gress,  and  of  the  one  after  that,  who  will 
use  this  amendment  as  a  club  with  which 
to  beat  departments  and  agencies  over 
the  head.  That  is  what  I  fear. 

Mr.  FULBRIGHT.  The  Senator  does 
not  have  much  confidence  in  his  col¬ 
leagues. 

Mr.  BUSH.  Not  when  it  comes  to  this 
kind  of  business.  I  have  a  great  deal  of 
confidence  in  them  ^  in  connection  with 
many  things,  but  not  when  it  comes  to  a 
question  such  as  this. 

Mr.  FULBRIGHT.  Why  does  not  the 
Senator  have  confidence  in  them  in  this 
particular  field? 

Mr.  BUSH.  Because  I  know  what  they 
will  do. 

Mr.  FULBRIGHT.  What  will  they 
do? 
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Mr.  BUSH.  They  will  use  it  as  a  club 
with  which  to  hit  the  Defense  Depart¬ 
ment  and  GSA  and  other  agencies  over 
the  head,  and  say  to  them,  “This  is  what 
the  law  says.  You  must  buy  a  certain 
article  in  Utah  or  in  Arkansas.” 

Mr.  FULiBRIGHT.  I  am  delighted  to 
have  the  Senator  say  that.  I  wish  he 
would  cite  one  example  of  what  he  has 
in  mind,  so  that  my  constituents  would 
appreciate  how  well  they  are  represented 
in  Congress. 

The  PRESIDING  OFFICER  (Mr. 
Hruska  in  the  chair).  The  time  of  the 
Senator  from  Arkansas  has  expired. 

Mr.  PASTORE.  Mr.  President,  I  yield 
10  minutes  on  the  bill  to  the  Senator 
from  Arkansas. 

Mr.  FULBRIGHT.  Another  factor 
which  must  be  considered  in  connection 
with  the  dispersal  amendment  is  the  re¬ 
cent  development  in  weapons,  in  their 
delivery  and  in  their  destructive  power. 
The  committee  report  quotes  from  the 
statement  by  Admiral  Strauss  of  the  ap¬ 
palling  effects  of  an  H-bomb,  both  the 
immediate  blast  and  heat  effects  and  the 
widespread  fallout  effects.  Earlier  de¬ 
fensive  concepts  are  obsolete.  Wide¬ 
spread  dispersal  is  the  only  answer. 

The  problem  has  been  the  subject  of 
serious  concern  to  the  executive  branch. 
ODM  early  in  1955  requested  a  com¬ 
mittee,  the  so-called  Nelson  committee, 
headed  by  Gen.  Otto  L.  Nelson,  Jr.,  vice 
president  of  the  New  York  Life  Insur¬ 
ance  Co.,  to  review  an  earlier  report  on 
the  subject  of  civil  defense  which  had 
been  made  in  1952.  The  Nelson  Com¬ 
mittee’s  report  was  submitted  in  October 
of  1955.  In  this  report  the  committee 
stressed  the  importance  of  industrial  dis- 
person  and  reduction  of  urban  vulner¬ 
ability  and  urged  that  renewed  em¬ 
phasis  be  given  to  these  programs.  The 
Nelson  Committee’s  recommendation  on 
the  subject  of  industrial  dispersion  is 
particularly  important : 

Leadership  in  the  field  of  industrial  disper¬ 
sion  is  essentially  a  Federal  responsibility. 
The  work  of  the  Office  of  Defense  Mobiliza¬ 
tion  in  analyzing  key  industries  to  uncover 
undue  concentration  in  any  one  locality  and 
to  induce  a  spreading  out  geographically 
should  be  continued  with  the  goal  that  with¬ 
in  the  next  10  years  a  reasonable  minimum 
and  properly  balanced  portion  of  our  total 
national  production  with  the  necessary  ac¬ 
cessory  facilities  therefor  be  established  out¬ 
side  of  metropolitan  target  zones.  Thirty 
percent  has  been  suggested  but  this  standard 
obviously  needs  testing,  and  any  standard 
will  probably  require  frequent  modification 
with  the  passage  of  time.  In  these  programs, 
emphasis  should  be  placed  on  the  location 
of  new  facilities  in  order  to  accomplish  the 
goals. 

If  it  should  be  said  that  the  present 
dispersal  policies  and  programs  of  the 
agencies  are  sufficient  to  Insure  the  Na¬ 
tion’s  security,  I  urge  the  Senate  to  con¬ 
sider  this  statement  by  the  Nelson  com¬ 
mittee  : 

It  had  been  hoped  that  the  National  Se¬ 
curity  Resources  Board  and  its  successor,  the 
Office  of  Defense  Mobilization,  would  gain 
better  acceptance  and  would  be  more  ade¬ 
quately  recognized  as  striving  to  carry  out 
effectively  a  most  important  function  in  the 
field  of  nonmilitary  defense  planning  and 
preparations.  The  declining  attention  in 
terms  of  personnel,  funds,  and  key-man  in¬ 
terest  in  the  problems  of  industrial  disper¬ 


sion,  reduction  of  urban  vulnerability,  and 
postattack  rehabilitation  is  particularly  dis¬ 
heartening.  In  the  face  of  the  development 
of  weaix>ns  of  more  and  more  destructive 
power,  this  work  would  seem  to  be  of  in¬ 
creasingly  greater  importance,  complexity, 
and  difficulty. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  at 
this  point  a  list  of  members  of  the 
Nelson  committee. 

"There  being  no  objection,  the  list  was 
ordered  to  be  printed  in  the  Record,  as 
follows : 

1955  Review  Committee  of  the  Report  op 
Project  East  River 

Gen.  Otto  L.  Nelson,  Jr.,  chairman,  vice 
president  in  charge  of  housing,  New  York  Life 
Insurance  Co.,  New  York,  N.  Y. 

Dr.  Lloyd  V.  Berkner,  president,  Associated 
Universities,  Inc.,  New  York,  N.  Y. 

Mr.  Horatio  Bond,  chief  engineer.  National 
Fire  Protection  Association,  Boston,  Mass. 

Mr.  Percy  Bugbee,  General  Manager,  Na¬ 
tional  Fire  Protection  Association,  Boston, 
Mass, 

Dr.  Richard  M.  Emberson,  assistant  to  the 
president.  Associated  Universities,  Inc.,  New 
York,  N.  Y, 

Dr.  Leland  J.  Haworth,  director.  Brook- 
haven  National  Laboratory,  Upton,  Long  Is¬ 
land,  N,  Y. 

Dr.  Albert  Gordon  Hill,  professor  of  physics, 
Massachusetts  Institute  of  Technology,  Cam¬ 
bridge,  Mass. 

Mrs.  Katherine  G.  Howard,  Boston,  Mass. 

Mr.  Burnham  Kelly,  associate  professor  of 
city  planning,  Massachusetts  Institute  of 
Technology,  Cambridge,  Mass. 

Dr.  J.  B.  H.  Kuper,  chairman  instrumenta¬ 
tion  and  health  physics,  Brookhaven,  Na¬ 
tional  Laboratory,  Upton,  Long  Island,  N.  Y. 

Hon.  Joseph  E.  McLean,  commissioner  of 
conservation  and  economic  development. 
State  of  New  Jersey,  Trenton,  N.  J. 

Mrs.  Marlene  D.  Morrisey,  administrative 
assistant  to  the  Librarian  of  Congress,  Li¬ 
brary  of  Congress,  Washington,  D.  C, 

Mr.  Elihu  Root,  Jr.,  New  York,  N.  Y. 

Mr.  Stephen  F.  Voorhees,  Voorhees,  Walker, 
Smith  &  Smith,  New  York,  N.  Y. 

Mr,  FULBRIGHT.  Mr.  President,  the 
National  Planning  Association  has  also 
considered  the  need  for  nonmilitary  de¬ 
fense  measures  and  in  May  of  1955  issued 
a  statement  by  a  special  policy  committee 
on  nonmilitary  defense  planning  which 
also  urged  major  efforts  in  the  field  of  in¬ 
dustrial  dispersal.  This  report  concluded 
that; 

Knowledge  of  the  threat  and  effective  non- 
military  defense  measures  against  the  threat 
can  save  millions  of  lives,  can  limit  damage 
to  resources,  can  minimize  postattack  con¬ 
fusion,  can  contribute  to  more  rapid  restora¬ 
tion  of  critical  community  in  Industrial  re¬ 
sources,  and  can  assure  and  speed  victory. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  at  this 
point  a  list  of  the  members  of  the  special 
policy  committee  signing  the  statements 
in  which  this  position  is  taken. 

There  being  no  objection,  the  list  was 
ordered  to  be  printed  in  the  Record,  as 
follows; 

Members  of  the  Special  Polict  Committee 

ON  Nonmilitary  Defense  Planning  Sign¬ 
ing  THE  Statement 

H.  Christian  Sonne,  chairman,  president. 
South  Ridge  Corp. 

Melvin  Anshen,  professor  of  industrial  ad¬ 
ministration,  Carnegie  Institute  of  Tech¬ 
nology. 


Cole  A.  Armstrong,  customer  equipment 
engineer,  American  Telephone  &  Telegraph 
Co. 

Gerhard  D.  Blelcken,  secretary,  John  Han¬ 
cock  Mutual  Life  Insurance  Co. 

Harry  A.  Bullls,  chairman  of  the  board. 
General  Mills,  Inc. 

David  F.  Cavers,  office  of  the  associate  dean. 
Harvard  University  Law  School, 

Walker  L.  CiBler,  president,  the  Detroit  Edi¬ 
son  Co. 

Charles  Falrman  Nagel,  professor  of  consti¬ 
tutional  law.  Washington  University. 

Clinton  S.  Golden,  executive  director, 
Trade  Union  Program,  Harvard  University. 

Luther  H.  Gulick,  city  administrator  of  the 
City  of  New  York. 

A.  J.  Hays,  international  president.  Inter¬ 
national  Association  of  Machinists. 

Joseph  D.  Keenan,  international  secretary. 
International  Brotherhood  of  Electrical 
Workers,  AFL. 

Murray  D.  Lincoln,  president.  Farm  Bureau 
Mutual  Insurance  Cos. 

Shaw  Livermore,  Rockefeller  Brothers 
Office,  New  York  City. 

J.  Murray  Mitchell,  Washington,  D.  C. 

Otto  L.  Nelson,  president.  New  York  Life 
Insurance  Co. 

Robert  Oliver,  assistant  to  the  president, 
Congress  of  Industrial  Organizations. 

Ethan  Allen  Peyser,  Peyser,  Cartano,  Bot- 
zer  &  Chapman. 

James  T.  Phillips,  vice  president.  New  York 
Life  Insurance  Co. 

Sumner  T.  Pike,  chairman,  Maine  Public 
Utilities  Commission. 

Ramsay  D.  Potts,  Jr.,  president.  Independ¬ 
ent  Military  Air  Transport  Association. 

John  H.  Redmond,  assistant  production 
manager,  Koppers  Co.,  Inc. 

H.  Gifford  Till,  director.  Industrial  and 
Agricultural  Research  and  Development  De¬ 
partment,  Mlssouri-Kansas-Texas  Lines. 

Ralph  J.  Watkins,  director  of  research.  Dun 
&  Bradstreet,  Inc. 

Frank  P.  Zeldler,  mayor,  city  of  Milwaukee. 

Mr.  FULBRIGHT.  Mr.  President.  I 
hope  as  all  Members  of  the  Senate  hope, 
that  no  A-bombs  or  H-bombs  fall  on  the 
United  States.  I  hope  that  the  defense 
program  and  the  dispersal  program  will 
accomplish  their  most  effective  result — 
preventing  any  attack  on  the  United 
States. 

But  we  cannot  sweep  the  H-bomb  un¬ 
der  the  rug  and  forget  it.  We  must 
shoulder  part  of  the  responsibility  for 
this  vital  program. 

The  second  substantive  amendment  is 
made  in  section  701  (c)  of  the  act.  This 
amendment  would  require  the  President 
to  exercise  such  controls  under  the  act 
as  he  may  deem  necessary  to  make  avail¬ 
able  for  firms  in  the  normal  channels  of 
distribution  a  fair  share  of  the  avail¬ 
able  civilian  supply,  if  the  share  allo¬ 
cated  to  the  military  is  so  great  as  to 
cause  a  significant  dislocation  of  the 
normal  distribution  in  the  civilian  mar¬ 
ket.  Due  consideration  is  to  be  given 
to  the  needs  of  new  concerns,  individual 
hardships  and  the  needs  of  smaller  con¬ 
cerns. 

The  amendment  provides  ample  lee¬ 
way  and  discretion  to  the  President.  He 
is  not  required  to  act  unless  he  finds  that 
to  do  so  would  alleviate  the  hardship 
without  having  an  unfavorable  effect  on 
the  civilian  economy  as  a  whole.  The 
President  may  allocate  all  of  the  avail¬ 
able  civilian  supply,  if  the  requirements 
of  section  101  (b)  are  met;  he  may  exer¬ 
cise  end-use  controls  or  conservation 
measures;  he  may  require  set-asides  for 
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segments  of  industry  or  small  businesses: 
he  may  impose  inventoiT  restrictions ;  or 
he  may  devise  other  forms  of  allocation 
or  priority  measures  to  suit  the  need. 
The  form  of  controls  to  be  exercised  is 
entirely  within  his  discretion.  He  is  not 
required  to  take  any  action  which  is  not 
practicable. 

This  amendment  was  adopted  because 
it  was  felt  that  the  Government  owes  a 
duty  to  civilian  users  of  a  material  to 
take  all  practicable  steps  to  assure  fair 
distribution,  when  the  mandatory  fulfill¬ 
ment  of  defense  requirements  leaves  only 
a  hopelessly  inadequate  supply  for 
civilian  users. 

This  amendment  would  apply  to  any 
material.  The  particular  situation 
which  led  to  its  adoption  was  the  dis¬ 
tressing  nickel  situation.  Defense  re¬ 
quirements,  including  the  stockpile,  now 
take  a  very  large  share  of  the  supply. 
The  balance  is  parcelled  out  among  civ¬ 
ilian  users  under  an  informal  arrange¬ 
ment  between  the  Commerce  Depart¬ 
ment  and  nickel  producers  and  suppliers, 
more  or  less  on  the  basis  of  the  old  NPA 
allocation  orders  which  were  repealed 
in  1953. 

In  one  breath  the  Commerce  Depart¬ 
ment  says  that  it  is  not  controlling  the 
distribution  of  nickel  in  the  civilian 
market:  that  private  enterprise  is  prefer¬ 
able  to  Government  controls ;  and  that  it 
has  no  responsibility  for  the  present  diffi¬ 
culties.  In  the  next  breath  the  Com¬ 
merce  Department  refers  to  its  agree¬ 
ment  with  the  producers  and  suppliers: 
it  explains  its  elaborate  inspections  of 
the  books  of  the  producers  and  suppliers : 
it  tells  of  the  corrections  of  inequities  it 
has  accomplished  by  calling  them  to  the 
attention  of  the  producers  and  suppliers : 
and  it  assures  the  public  that  the  pres¬ 
ent  system  is  fair  and  equitable  and 
orderly. 

The  committee  did  not  find  the  pres¬ 
ent  voluntary  allocatoin  agi-eement  sat¬ 
isfactory.  Nickel  is  apparently  sold 
regularly  at  three  different  prices.  A 
so-called  markt  price  of  around  65  or  70 
cents  a  pound,  a  premium  price  of  about 
$1.25  and  a  grey  market  price  in  the 
neighborhood  of  $2.50  to  $3  a  pound. 
The  platers  and  other  users  of  nickel  get 
only  about  20  or  25  percent  of  their  base- 
period  receipts  at  the  so-called  market 
price.  If  they  can  afford  it,  they  supple¬ 
ment  this  inadequate  supply  with  $1.25 
or  $3  nickel.  The  difficulties  of  carrying 
on  a  legitimate  business  under  these  con¬ 
ditions  are  obvious.  No  wonder  small 
firms  are  being  forced  to  the  wall,  while 
the  big  firms  and  the  integrated  firms 
which  can  absorb  these  high  prices  get 
all  the  nickel  they  want  and  take  over 
the  small  firms’  business  in  the  process. 

The  ODM  is  trying  to  cure  this  situa¬ 
tion  by  increasing  the  supply  of  nickel. 
They  have  been  trying  to  do  this  under 
the  financial  assistance  provision  of  title 
III  of  the  act  for  5  or  6  years.  The  sup¬ 
ply  has  increased  but  most  of  the  in¬ 
crease  goes  to  defense  requirements  and 
even  at  that  the  supplies  intended  for  the 
stockpile  are  constantly  being  diverted 
to  industry.  There  is  no  indication  of 
immediate  relief  for  the  small  businesses 
which  are  suffering  so  severely. 

This  situation  is  the  result  of  the  allo¬ 
cations  of  nickel  to  defense  programs. 


The  Government  cannot  wash  its  hands 
of  responsibility. 

And  I  think  the  Government’s  respon¬ 
sibility  cannot  be  met  by  an  informal 
voluntary  allocation  agreement,  run  on 
the  basis  of  informal  agreements  with 
nickel  producers  and  suppliers,  of  which 
the  public  is  only  now  becoming  aware, 
under  which  the  nickel  consumers  are 
dependent  upon  the  whim  of  their  sup¬ 
pliers,  and  with  no  recourse  to  written 
regulations,  formal  procedures,  rules  or 
regulations.  As  Dr.  Flemming  said:  “If 
we  are  going  to  have  controls,  they  should 
be  formal  controls  so  that  everyone 
knows  the  rules  of  the  game.” 

The  amendment  relating  to  the  pay¬ 
ment  of  the  expenses  of  the  Joint  Com¬ 
mittee  on  Defense  Production  is  entirely 
technical.  It  is  acceptable  to  the  dis¬ 
bursing  officers  of  the  Senate  and  the 
House.  Its  only  purpose  is  to  simplify 
paperwork  and  to  do  away  with  unnec¬ 
essary  obligation  of  funds. 

In  view  of  the  expiration  of  the  De¬ 
fense  Production  Act  on  June  30,  1956, 
I  urge  that  H.  R.  9852  be  acted  upon 
promptly  and  favorably  by  the  Senate. 

Mr.  President,  before  I  take  my  seat, 
there  is  a  technical  change  which  I  am 
afraid  I  might  overlook,  and  which  I 
ask  unanimous  consent  to  make  in  the 
bill. 

On  page  3,  line  2,  the  study  and  re¬ 
port  are  required  to  be  made  by  July  15, 
1956.  It  was  expected  that  the  bill 
would  have  been  enacted  sooner  than 
this.  I  therefore  ask  unanimous  con¬ 
sent  that  the  date  be  changed  to  Au¬ 
gust  15,  1956,  because  there  would  not 
be  time  enough  in  which  to  submit  a 
report  by  July  15,  1956. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  amendment  proposed 
by  the  Senator  from  Arkansas? 

The  Chair  hears  none,  and  the  amend¬ 
ment  is  agreed  to. 

Mr.  CARLSON.  Mr.  President,  will 
the  Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  CARLSON.  I  should  like  to  know 
if  the  Senator  has  given  any  thought  to 
dispersal  to  areas  which  can  support  it 
or  to  areas  where  there  is  a  large  amount 
of  unemployment? 

Mr.  FULBRIGHT.  That  is  not  the 
purpose  of  the  bill.  There  are  other 
pieces  of  proposed  legislation  which  are 
devoted  to  that  purpose. 

I  do  not  think  that  what  the  Senator 
from  Kansas  has  referred  to  is  a  con¬ 
sideration.  Certainly  it  was  not  one  of 
the  motives  in  the  adoption  of  this  par¬ 
ticular  amendment.  However,  common- 
sense  tells  us  that  the  labor  supply  is  an 
important  factor.  I  think  it  is  a  matter 
which,  with  the  location  of  any  plant, 
regardless  of  its  effect  upon  the  vulnera¬ 
bility  of  our  Defense  Establishment, 
should  receive  proper  consideration. 

Mr.  CARLSON.  I  notice  in  the  re¬ 
port  that  one  of  the  considerations  to 
be  given  is  “when  consistent  with  the 
desirability  of  maintaining  a  sound 
economy.”  Of  course,  unemployment 
areas  affect  the  general  economy  of  the 
Nation.  I  assume  that  that  might  have 
something  to  do  with  the  situation. 

Mr.  FULBRIGHT.  I  would  say  that 
the  Government  is  free,  within  a  reason¬ 
able  contemplation  of  the  matter,  to  take 
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into  consideration  all  factors  which  may 
relate  to  a  sound  economy. 

We  do  not  say,  and  I  certainly  do  not 
intend  to  say,  that  the  economy  shall  be 
distorted  or  crippled  in  any  way  in  order 
to  secure  dispersion.  On  the  other  hand, 
we  do  not  wish  to  concentrate  every-  . 
thing  in  a  particular  area  merely  be¬ 
cause  that  is  where  the  industry  has 
been  in  the  past.  There  is  a  certain 
amount  of  inertia  in  these  matters  which 
might  prevent  the  dispersal  of  all  or  a 
substantial  part  of  a  vital  industry. 

Mr.  CARLSON.  Is  it  not  reasonable 
to  assume  that  in  a  program  of  the  dis¬ 
persal  of  defense  industries  and  other 
industries  in  which  the  Federal  Govern¬ 
ment  makes  great  investments  or  makes 
special  provisions,  such  as  amortization, 
the  entire  economy  should  be  considered, 
including  the  unemployment  factor  and 
all  other  factors? 

Mr.  FULBRIGHT.  What  I  meant  to 
say  in  my  first  remark  was  that  we  were 
not  seeking  to  relieve  distressed  areas 
by  dispersal.  Commonsense  tells  us 
that  when  we  examine  into  a  situation 
and  have  the  responsibility  of  deciding 
whether  a  new  plant  shall  be  located  in 
an  area  where  there  is  a  great  scarcity 
of  labor,  and  there  is  great  difficulty  in 
securing  labor,  but  there  is  another  area 
where  all  the  necessary  factors  are  pres¬ 
ent,  of  course  those  situations  must  be 
taken  into  consideration. 

I  still  do  not  believe  the  Senator  from 
Utah  [Mr.  Bennett]  was  seeking  to  re¬ 
lieve  unemployment.  There  are  other 
bills,  including  one  before  the  Commit¬ 
tee  on  Banking  and  Currency  and  one 
before  the  Committee  on  Labor  and 
Public  Welfare,  which  seek  to  attack 
that  problem  directly.  I  do  not  consider 
that  this  amendment  was  primarily 
drawn  for  that  purpose,  although  I  rec¬ 
ognize  that  sensible  men  in  examining 
the  economy  would  certainly  take  into 
consideration  whether  there  was  an 
ample  labor  supply,  whether  there  was 
a  tight  supply  in  the  labor  market,  and 
whether  that  condition  had  existed  for 
a  long  time.  ^ 

Mr.  CARLSON.  Could  the  Senator 
from  Arkansas  advise  me  if  rapid  amorti¬ 
zation  or  additional  rapid  amortization 
for  defense  industries  to  locate  in  unem¬ 
ployment  areas  was  a  factor  which  was 
given  consideration? 

Mr.  FULBRIGHT.  I  think  it  is  a  fac¬ 
tor  in  rapid  amortization.  That  is  the 
situation  under  existing  law.  It  is  my 
information  that  that  is  sometimes  con¬ 
sidered. 

Mr.  CARLSON.  At  one  time  addi¬ 
tional  rapid  amortization  was  offered  as 
an  incentive  in  unemployment  areas.  I 
simply  wondered  if  the  Senator  from 
Arkansas  could  advise  me  if  that  situa¬ 
tion  still  prevailed. 

Mr.  FULBRIGHT.  I  do  not  know:  I 
cannot  answer  the  Senator  positively  on 
that  point.  That  is  not  a  matter  within 
the  jurisdiction  of  our  committee. 

Mr.  CARLSON.  I  thank  the  Senator. 

Mr.  FULBRIGHT.  Mr.  President,  I 
believe  it  is  now  in  order  that  I  move  the 
adoption  of  the  committee  amendments, 

Mr.  BUSH.  Mr.  President,  a  parlia¬ 
mentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  from  Connecticut  will  state  it. 
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Mr.  BUSH.  Does  the  Senator’s  mo¬ 
tion  apply  to  the  amendment  on  page  2 
of  the  bill? 

Mr.  PULBRIGHT.  That  is  at  the  top 
of  page  2  where  the  executive  reserve  re¬ 
quirement  is  omitted.  Is  that  what  the 
Senator  from  Connecticut  refers  to? 

Mr.  BUSH.  Does  the  language  which 
is  stricken  constitute  the  amendment  to 
which  the  Senator  from  Arkansas  refers? 

Mr.  PULBRIGHT.  No;  I  am  referring 
to  all  the  committee  amendments. 

Mr.  BUSH.  Is  the  Senator’s  motion  to 
consider  all  the  amendments  en  bloc  or 
to  vote  on  them  en  bloc? 

Mr.  PULBRIGHT.  That  would  be 
perfectly  agreeable  to  me. 

Mr.  BUSH.  I  would  object  strongly. 

Mr.  PULBRIGHT.  Would  the  Senator 
object  to  that? 

Mr.  BUSH.  I  certainly  would. 

Mr.  PULBRIGHT.  Then,  if  it  is  in 
order  to  do  so,  we  shall  have  to  consider 
the  amendments  one  at  a  time. 

Mr.  KNOWLAND.  Let  us  consider  the, 
first  committee  amendment. 

Mr.  PULBRIGHT.  The  first  commit¬ 
tee  amendment  is  at  the  top  of  page  2. 

Mr.  KNOWLAND.  That  is  a  section 
which  is  stricken  out. 

The  PRESIDING  OPPICER.  The 
Chair  may  state  that  it  would  be  in  order 
to  ask  for  the  adoption  of  all  committee 
amendments  except  section  4. 

Mr.  BUSH.  I  would  not  object  to  that. 

Mr.  PULBRIGHT.  Very  well.  I  ask 
unanimous  consent  that  all  the  commit¬ 
tee  amendments  except  section  4,  on  page 
3,  line  10,  be  agreed  to  en  bloc. 

The  PRESIDING  OPPICER.  Is  there 
objection?  The  Chair  hears  none,  and 
it  is  so  ordered. 

The  committee  amendments  agreed  to 
en  bloc  are  as  follows: 

On  page  2,  at  the  beginning  of  line  1,  to 
strike  out: 

“Sec.  3.  Subsection  (e)  of  section  710  of 
the  Defense  Production  Act  of  1950,  as 
amended,  is  hereby  amended  by  adding  at 
the  end  thereof  the  following  new  sentence: 
‘No  such  person  shall  become  a  member  of 
the  executive  reserve  unless  he  has  complied, 
to  the  extent  applicable,  with  the  same  re¬ 
quirements  as  apply  with  respect  to  persons 
appointed  under  subsection  (b)  of  this  sec¬ 
tion;  this  sentence  shall  not  be  construed  as 
requiring  any  member  of  the  executive  re¬ 
serve  to  file  a  statement  of  changes  in  in¬ 
terests  in  conformity  with  the  last  sentence 
of  paragraph  (6)  of  subsection  (b).’” 

On  page  2,  line  12,  to  renumber  the  sec¬ 
tion. 

On  page  4,  after  line  6,  to  insert; 

“Sec.  5.  Subsection  (c)  of  section  701  of 
the  Defense  Production  Act  of  1950,  as 
amended,  is  hereby  amended  by  striking  out 
•in  the  civilian  market,  he  shall  do  so  in  such 
a  manner  as’  and  inserting  in  lieu  thereof 
the  follov/ing;  ‘and  finds  that  such  action 
will  result  in  a  significant  dislocation  of  the 
normal  distribution  of  such  material  in  the 
civilian  market,  to  such  a  degree  as  to  cause 
appreciable  hardship,  he  shall,  whenever  he 
finds  that  such  action  will  alleviate  such 
hardship  without  having  an  unfavorable 
effect  on  the  civilian  economy  as  a  whole, 
exercise  such  controls  under  this  act  as  he 
may  deem  necessary.’  ” 

And,  on  page  4,  after  line  17,  to  insert; 

“Sec.  Effective  July  1,  1956,  section  712 
(e)  of  the  Defense  Production  Act  of  1950, 
as  amended,  is  amended  to  read  as  follows: 

“  ‘(e)  The  expenses  of  the  committee  un¬ 
der  this  section,  which  shall  not  exceed 
$65,000  in  any  fiscal  year,  shall  be  paid  from 


the  contingent  fund  of  the  House  of  Repre¬ 
sentatives  upon  vouchers  signed  by  the 
chairman  or  vice  chairman.’  ’’ 

The  PRESIDING  OFFICER.  The  re¬ 
maining  committee  amendment  will  now 
be  stated. 

The  Chief  Clerk.  On  page  2,  after 
line  9,  it  is  proposed  to  insert; 

Sec.  4.  Section  2  of  the  Defense  Production 
Act  of  1950,  as  amended,  is  hereby  amended 
by  inserting  at  the  end  thereof  the  following 
new  paragraph: 

“In  order  to  insure  productive  capacity  in 
the  event  of  such  an  attack  on  the  United 
States,  it  is  the  policy  of  the  Congress  to 
promote  the  geographical  dispersal  of  the 
industrial  facilities  of  the  United  States  in 
the  interest  of  the  national  defense,  and  to 
discourage  the  concentration  of  such  pro¬ 
ductive  facilities  within  limited  geographical 
areas  which  are  vulnerable  to  attack  by  an 
enemy  of  the  United  States.  In  the  con¬ 
struction  of  any  Government-owned  indus¬ 
trial  facilities,  in  the  rendition  of  any  Gov¬ 
ernment  financial  assistance  for  the  con¬ 
struction,  expansion,  or  improvement  of  any 
industrial  facilities,  and  in  the  procurement 
of  goods  and  services,  under  this  or  any 
other  act,  each  department  and  agency  of 
the  executive  branch  shall  apply,  under  the 
coordination  of  the  Office  of  Defense  Mobili¬ 
zation,  when  practicable  and  consistent  with 
existing  law  and  the  desirability  for  main¬ 
taining  a  sound  economy,  the  principle  of  the 
geographical  dispersal  of  such  facilities  in 
the  interest  of  national  defense.  Nothing 
contained  in  this  paragraph  shall  preclude 
the  use  of  existing  industrial  facilities. 

Mr.  BUSH.  Mr.  President,  under  the 
special  provision  of  the  unanimous-con¬ 
sent  agreement,  I  now  move  to  lay  on 
the  table  the  amendment  on  page  3, 
line  10. 

Mr.  KNOWLAND.  Mr.  President,  a 
parliamentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  from  California  will  state  it. 

Mr.  KNOWLAI'ID.  Under  the  rules  of 
the  Senate,  a  motion  to  table  is  not  de¬ 
batable.  But  under  the  peculiar  unani¬ 
mous-consent  agreement  which  has  been 
entered  into  with  respect  to  the  motion 
of  the  Senator  from  Connecticut,  the 
motion  to  table  is  open  to  debate. 

The  PRESIDING  OFFICER.  That  is 
correct:  and  1  hour  of  debate  has  been 
allotted  to  each  side. 

Mr.  BUSH.  Mr.  President,  I  yield  my¬ 
self,  first,  15  minutes. 

I  am  opposed  to  the  Bennett  amend¬ 
ment,  which  is  now  before  the  Senate, 
and  which  relates  to  geographical  dis¬ 
persal,  because  I  consider  it  to  be  a  dag¬ 
ger  thrust  at  the  heart  of  my  own  State 
and  region,  and  of  every  other  industrial 
area  from  the  east  coast  to  the  west 
coast  of  the  Nation.  I  am  opposed  to  it 
for  many  reasons,  which  are  more  fully 
set  forth  in  the  committee  report  on  the 
bill,  but  especially  for  these  reasons; 

First,  should  the  amendment  creep 
into  the  law,  pork-barrell  pressures 
would  be  exerted  upon  Federal  officials 
to  use  Government  procurement,  tax 
favors,  loans,  and  other  forms  of  finan¬ 
cial  assistance  as  a  means  of  developing 
some  States  to  the  detriment  of  other 
States. 

Second,  the  resulting  social  and  eco¬ 
nomic  dislocations  would  seriously 
weaken  the  national  security,  instead  of 
strengthening  it,  as  the  amendment 
would  pretend  to  do. 


Third,  under  the  guise  of  promoting 
the  national  security  by  reinforcing  ex¬ 
isting  law  and  policy,  the  amendment 
seems  to  make  new  law  and  to  change 
future  policy  by  requiring  the  applica¬ 
tion  of  “geographical  dispersal”  to  all 
industries,  whether  defense  or  nonde¬ 
fense,  and  to  all  Government  purchases 
of  all  goods  and  services,  whether  or  not 
they  are  essential  for  security  reasons. 
In  a  colloquy  with  the  Senator  from  Ar¬ 
kansas,  I  have  pointed  that  out  specifi¬ 
cally  in  connection  with  the  amendment. 

In  an  age  of  rapid  development  of 
long-range  guided  missiles  having 
atomic  warheads,  every  wise  precaution 
should  be  taken  against  undue  concen¬ 
tration  of  industries  which  are,  in  fact, 
essential  to  the  national  security.  I  wish 
to  make  it  very  clear  that  I  am  not  in 
any  way  opposed  to  proper  dispersal.  I 
strongly  favor  the  dispersal  policy  of  the 
Department  of  Defense,  as  it  appears  in 
the  hearings  on  the  bill.  Much  dis¬ 
persal  of  essential  industries  has,  in  fact, 
taken  place  during  and  since  World 
War  II. 

Mr.  PASTORE.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BUSH.  I  yield. 

Mr.  PASTORE.  I  am  very  much  In¬ 
terested  in  the  argument  which  is  being 
developed  by  the  distinguished  Senator 
from  (Connecticut.  The  proposed  amend¬ 
ment  which  appears  on  page  3  of  the  bill 
is  so  broad  and  general  that,  in  my  be¬ 
lief,  it  includes  all  industry,  not  only  in¬ 
dustry  connected  with  the  development 
of  national  security. 

Mr.  BUSH.  The  Senator  from  Rhode 
Island  is  absolutely  correct. 

Mr.  PASTORE.  The  reason  I  say  that 
is  that  if  the  Senator  will  contrast  the 
language  of  section  4 — and  I  hope  the 
Senator  from  Utah  will  address  his  argu¬ 
ment  to  this  point,  because,  in  my  opin¬ 
ion,  it  is  very  important — with  the  direc¬ 
tive  which  is  now  in  existence,  he  will 
see  that  it  says — and  I  read  now  from  the 
directive,  not  from  the  language  of  the 
amendment : 

It  is  the  policy  of  the  United  States  to  en¬ 
courage  and,  when  appropriate,  to  require 
that  new  facilities  and  major  expansions  of 
existing  facilities  important  to  the  national 
defense — 

There  is  no  such  language  in  the 
amendment.  In  other  words,  the  direc¬ 
tive  is  aimed  exclusively  at  industries 
which  are  important  to  the  national  se¬ 
curity.  There  is  no  such  language  in  the 
amendment.  In  other  words,  under  the 
bill,  it  would  be  hard  to  imagine  that  any 
industry  would  not  be  entitled  to  fast 
amortization,  because  the  language  is 
not  directed  alone  to  industries  impor¬ 
tant  to  the  national  security.  I  think  the 
point  ought  to  be  clarified,  because  that 
is  the  fault  I  find  with  the  amendment 
on  page  3.  It  is  too  broad,  and  includes 
almost  everything  and  anything. 

Mr.  BUSH.  The  Senator  is  absolutely 
correct.  That  is  the  trouble  with  the 
amendment.  It  is  all-inclusive.  It  is 
not  directed  to  defense  plants,  but  is 
directed  to  every  kind  of  Government 
procurement.  I  am  glad  the  Senator 
has  lent  emphasis  to  that  point. 

Mr.  President,  I  was  speaking  of  the 
fact  that  communities  in  the  interior 
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were  no  more  safe  from  air  attack  than 
were  cities  on  the  seacoast. 

It  is  far  from  clear,  however,  that 
dispersal  of  industries  over  widely  sepa¬ 
rated  areas  is  the  soundest  way  of  pro- 
tecting  ourselves  against  interconti- 
nental  missiles  or  other  forms  of  air 
attacl^* 

Already,  communities  in  the  interior  of 
the  Nation  are  no  safer  from  air  attack 
than  communities  on  or  near  the  coasts. 

Salt  Lake  City  is  no  more  immune 
from  such  attack  by  our  present  poten¬ 
tial  enemy  than  San  Francisco  or  Syra- 
cuse 

In  a  few  years,  it  may  become  apparent 
that  the  best  protection  of  our  industrial 
mobilization  base  lies  in  tunneling  into 
mountainsides  for  factoi'y  sites,  or  put¬ 
ting  them  underground. 

I  am  no  expert  on  these  matters.  Few 
Senators  are.  And  the  Department  best 
qualified  to  advise  us,  the  Department  of 
Defense,  has  said  that  the  proposed 
amendment  is  not  only  unnecessary,  but 
may  cause  harm  by  creating  confusion. 

Incidentally,  I  wish  to  reiterate  my 
observation  about  the  confusion  which 
it  may  cause,  since  I  think  Members  of 
Congress  are  apt  to  use  it  as  a  weapon 
to  make  many  demands  on  the  Depart¬ 
ment  of  Defense,  and  interfere  with  the 
proper  conduct  of  its  business,  as  well 
as  that  of  other  departments. 

The  advice  of  the  Department  which 
bears  the  heaviest  responsibility  for  an 
effective  national  defense  and  for  pro¬ 
tecting  the  national  security  was  dis¬ 
regarded  by  our  committee,  which  de¬ 
voted  shockingly  little  time  and  atten¬ 
tion  to  so  serious  a  matter. 

Although  the  amendment  may  have 
the  most  far-reaching  and  harmful  ef¬ 
fects  upon  the  Nation’s  industrial  mo¬ 
bilization  base,  essential  to  the  effective¬ 
ness  of  all  our  Armed  Forces,  no  expert 
military  witnesses  were  heard.  Nor  was 
any  consultation  sought  with  committees 
of  the  Senate  possessing  more  detailed 
information,  much  of  a  highly  classified 
nature,  bearing  on  the  problem. 

Mr.  KNOWLAND.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BUSH.  I  yield. 

Mr.  KNOWLAND.  Were  there  any 
hearings  before  the  committee  on  this 
particular  amendment,  where  not  only 
the  testimony  of  the  defense  witnesses 
was  heard,  but  also  the  testimony  from 
industrial  managers  and  others  who  have 
also  contributed  their  part  to  the  build¬ 
ing  of  the  Nation’s  defense  and  economy? 

Mr.  BUSH.  I  am  glad  the  Senator 
from  California  raises  that  question.  I 
do  not  think  there  was  a  single  witness 
of  that  kind  called  before  the  commit¬ 
tee,  and  I  object  very  strongly  to  that 
procedure.  I  am  glad  the  Senator  has 
brought  out  that  point. 

Mr.  PULBRIGHT,  Mr.  President,  will 
the  Senator  yield? 

Mr.  BUSH.  I  yield. 

Mr.  PULBRIGHT.  Is  it  not  true  that 
the  committee  called  everybody  the  Sen¬ 
ator  from  Connecticut  asked  the  com¬ 
mittee  to  hear? 

Mr.  BUSH.  I  beg  the  Senator’s  par¬ 
don? 

Mr.  PULBRIGHT.  Did  not  the  com¬ 
mittee  hear  everybody  the  Senator  from 


Connecticut  or  anyone  else  asked  to  be 
heard?  Did  the  committee  refuse  to  hear 
anyone  the  Senator  from  Connecticut 
requested  the  committee  to  hear? 

Mr.  BUSH.  I  do  not  recall  that  the 
committee  refused  any  request  of  mine. 
I  simply  observe  that  the  hearings  were 
very  scanty,  and  little  attention  was 
given  to  the  matter,  and  when  the  vote 
was  taken  only  6  members  of  the  15  mem¬ 
bers  of  the  committee  voted  on  the  bill. 

Mr.  PULBRIGHT.  Will  the  Senator 
yield  further? 

Mr.  BUSH.  I  yield. 

Mr.  PULBRIGHT.  If  the  hearings 
were  scanty,  the  Senator  from  Cormecti- 
cut  has  some  responsibility  for  it.  He  is 
on  the  committee.  The  other  members 
of  the  committee  were  satisfied  with  the 
testimony  as  it  stood.  If  the  Senator 
from  Connecticut  thought  the  testimony 
was  not  sufficient,  or  that  there  was  any 
merit  in  his  position,  why  did  he  not  pro¬ 
pose  testimony?  We  were  perfectly  will¬ 
ing  to  receive  anything  the  Senator  from 
Connecticut  cared  to  offer.  I  do  not  be¬ 
lieve  he  should  be  complaining  about  the 
scantiness  of  the  hearings.  We  would 
have  heard  50  witnesses  if  he  cared  to 
offer  them.  We  never  refused  to  let  any¬ 
body  who  wished  to  testify  do  so.  We 
had  the  benefit  of  the  Nelson  committee, 
on  which  some  of  the  most  outstanding 
men  of  this  country  serve.  For  that  rea¬ 
son,  and  for  other  reasons,  we  thought  we 
had  adequate  justification  for  the 
amendment.  I  do  not  think  the  Senator 
from  Connecticut  is  in  a  position  to  com¬ 
plain  that  the  Committee  rushed  through 
the  consideration  of  the  bill  and  did  not 
adequately  consider  it.  We  gave  it  a,ll 
the  consideration  the  Senator  from  Con¬ 
necticut  wanted  us  to  give  to  it. 

Mr.  BUSH.  I  do  not  recall  that  the 
committee  did  or  did  not  give  it  all  the 
consideration  I  wanted  the  committee 
to  give  to  it.  I  simply  assert  that  the 
hearings  were  very  brief  and  very  few 
witnesses  were  called,  and  there  was  not 
any  attempt  to  get  representatives  of  in¬ 
dustrial  management  before  the  commit¬ 
tee.  Frankly,  I  think  the  fact  is  that 
very  few  persons  realized  what  a  very 
serious  effect  the  proposal  would  have. 
It  is  possible  that  I  myself  did  not  so 
realize  until  after  the  subcommittee  sud¬ 
denly  adopted  this  amendment. 

Mr.  PULBRIGHT.  If  the  Senator  will 
yield  further,  I  think  this  is  a  very  serious 
statement.  First,  I  should  like  to  say 
that  Mr.  Flemming,  Mr.  Weeks,  and  Mr. 
Peterson  gave  their  evidence. 

Mr.  BUSH.  I  know  they  did. 

Mr.  PULBRIGHT.  Tlien  the  Senator 
has  mentioned  the  lack  of  testimony  by 
representatives  of  industry.  I  do  not 
wish  to  read  the  entire  list  again.  I 
thought  the  Senator  from  Connecticut 
was  familiar  with  the  facts.  I  never 
dreamed  he  would  say  that  no  considera¬ 
tion  was  given  to  the  bill.  The  policy 
committee  which  I  mentioned,  and  which 
made  such  a  strong  recommendation  for 
it,  had  on  it  such  persons  as  Mr.  Walker 
L.  Cisler,  president  of  the  Detroit  Edison 
Co.;  Mr.  James  T.  Phillips,  vice  president 
of  the  New  York  Life  Insurance  Co.;  Mr. 
Sumner  T.  Pike,  chairman  of  the  Maine 
Public  Utilities  Commission;  Mr.  H.  Gif¬ 
ford  Till,  director,  Industrial  and  Agri¬ 


cultural  Research  and  Envelopment  De¬ 
partment,  Missouri-Kansas-Texas  Lines; 
Mr.  Ralph  J.  Watkins,  director  of  re¬ 
search,  Dun  &  Bradstreet,  Inc.  There 
were  many  others. 

Mr.  BUSH.  Did  those  witnesses  ap¬ 
pear  to  testify  on  the  amendment? 

Mr.  PULBRIGHT.  The  names  I  read 
are  those  of  some  of  the  persons  who 
composed  the  committee  of  the  National 
Planning  Association  that  made  the  re¬ 
port  from  which  I  read,  very  strongly 
recommending  the  proposal. 

Mr.  BUSH.  I  asked  the  Senator  if 
those  witnesses  testified.  I  remind  the 
Senator  that  my  statement  was  that  no 
expert  military  witnesses  were  heard. 
Will  the  Senator  state  who  was  called 
that  was  an  expert  military  witness? 

Mr.  PULBRIGHT.  Mr.  Flemming,  Mr. 
Weeks,  and  Mr.  Peterson. 

Mr.  BUSH.  I  beg  to  disagree  with  the 
Senator. 

Mr.  PULBRIGHT.  I  happen  to  be  one 
who  does  not  think  that  military  experts 
know  everything.  In  fact,  I  think  their 
knowledge  is  very  limited  on  anything 
but  military  matters.  The  point  I  want 
to  make  is  that  the  Senator  from  Con¬ 
necticut  is  a  prominent  and  influential 
member  of  the  Banking  and  Currency 
Committee.  He  was  free  to  ask  the 
chairman  to  invite  anybody  he  wished 
to  have  invited.  Now,  what  happened? 
He  had  no  witnesses  there.  I  submit,  if 
he  felt  they  were  necessary,  he  had  every 
right  to  ask  for  them. 

Mr.  KNOWLAND.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BUSH.  I  yield. 

Mr.  KNOWLAND.  Is  it  not  a  fact 
that,  so  far  as  the  hearings  were  con¬ 
cerned,  the  hearings  were  called  on  Sen¬ 
ate  bill  3407,  84th  Congress,  2d  session, 
which  is  a  bill  to  extend  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and  for 
other  purposes,  and  that  does  not  con¬ 
tain  the  Bennett  amendment?  So  far 
as  concerns  notice  to  the  public,  to  the 
people  scattered  over  the  48  States  of 
the  Union,  they  thought  it  was  a  bare 
extension  of  the  Defense  Production  Act. 
The  Bennett  amendment  proposes  new 
language,  and  the  people  did  not  have 
full  notice  as  to  its  far-reaching  conse¬ 
quences. 

I  think  no  one  will  disagree,  in  gen¬ 
erality,  as  to  the  importance  of  disper¬ 
sion,  as  recommended  in  the  general 
policy  announced  by  the  distinguished 
persons  whose  names  were  mentioned  by 
the  Senator.  But  there  is  involved  the 
entire  problem  of  production.  If  we 
were  to  disperse  our  industries  and,  as  a 
result,  lose  our  production  at  a  time 
when  we  are  complaining  that  we  need 
more  missiles,  more  airplanes,  more 
tanks,  and  more  of  the  other  articles  of 
defense,  we  might  actually  jeopardize  the 
defense  of  the  Nation  by  carrying  out 
the  dispersal  to  such  an  extent  as  to  pre¬ 
vent  us  from  obtaining — at  the  time 
when  they  are  desperately  needed — the 
necessary  instruments  of  defense.  I 
think  that  point  has  been  ignored. 

If  the  far-reaching  consequences  of 
the  Bennett  amendment  had  been  gen¬ 
erally  known.  I  think  that  witnesses  from 
practically  all  48  of  the  States  of  the 
Union  would  have  asked  to  be  heard. 
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Mr.  BUSH.  I  thank  the  Senator  from 
California  for  his  observation  on  that 
point,  and  I  think  he  is  correct. 

Mr.  President - 

The  PRESIDING  OFFICER  (Mr. 
Kruska  in  the  chair) .  The  time  of  the 
Senator  from  Connecticut  has  expired. 

Mr.  BUSH.  Mr.  Pi-esident,  I  yield  my¬ 
self  an  additional  10  minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Connecticut  is  recognized 
for  an  additional  10  minutes. 

Mr.  BUSH.  Mr.  President,  I  was  say¬ 
ing  that  no  consultation  was  sought  with 
committees  of  the  Senate  possessing 
more  detailed  information,  much  of  a 
highly  classified  nature,  bearing  on  the 
problem. 

Instead,  the  Subcommittee  on  Produc¬ 
tion  and  Stabilization  held  brief  hear¬ 
ings  on  2  days  only,  and  devoted  much  of 
the  time  to  subjects  other  than  this 
amendment. 

Not  all  members  of  the  subcommittee 
attended.  As  a  result,  when  the  matter 
came  before  the  full  Committee  on 
Banking  and  Currency,  few  of  its  mem¬ 
bers  had  heard  the  testimony.  And 
when  the  vote  was  taken,  only  six  mem¬ 
bers  of  our  15-mah  committee  were 
recorded  in  favor,  some  of  them  by 
proxy. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  from  Connecticut  yield? 

Mr.  BUSH.  I  yield. 

Mr.  BENNETT.  Is  it  the  opinion  of 
the  Senator  from  Connecticut  that  all 
legislative  proposals  reported  to  the 
Senate  are  reported  by  the  vote  of  a  full 
committee,  with  all  it  members  present? 
Is  not  the  pattern  by  means  of  which  this 
amendment  was  reported  to  the  Senate 
the  same  as  that  by  which  almost  all 
proposed  legislation  comes  to  the  fioor 
of  the  Senate? 

Mr.  BUSH.  I  would  say  that  is  not 
the  case  in  connection  with  so  important 
a  matter.  Only  six  members  of  the 
committee  were  recorded  as  being  in 
favor  of  the  amendment,  and  I  think 
that  is  an  unusual  situation  in  connec¬ 
tion  with  such  a  very  important  mat¬ 
ter  as  this  is. 

Mr.  BENNETT.  Was  a  quorum  pres¬ 
ent  in  the  committee? 

Mr.  BUSH.  Does  the  Senator  from 
Utah  mean  when  the  vote  was  taken? 
Mr.  BET-TNEPT.  Yes. 

Mr.  BUSH.  Presumably  so,  or  else 
the  amendment  would  not  be  before  the 
Senate  now.  Of  course  some  of  the  votes 
in  the  committee  may  have  been  re¬ 
corded  by  proxy. 

Mr.  BENNETT.  So  the  amendment 
has  come  to  the  floor  of  the  Senate  in 
an  entirely  legal  way,  has  it  not? 

Mr.  BUSH.  Oh,  yes;  I  do  not  question 
that  at  all.  I  merely  say  that  the  mat¬ 
ter  was  handled  by  the  committee  in 
much  too  casual  a  fashion,  for  a  matter 
of  such  far-reaching  import.  Fi’om  my 
own  observations,  I  do  not  think  the 
members  ot  the  Banking  and  Currency 
Committee  realized  the  implications  of 
the  amendment.  After  studying  the 
matter  further,  during  the  past  few  days, 
I  realize  now,  even  more  than  I  did  when 
I  voted  on  the  amendment,  what  some 
of  its  far-reaching  effects  may  be. 


Dispersal  without  the  most  careful 
consideration  of  all  the  factors  involved, 
and  on  a  case-by-case  basis,  may  do  far 
more  harm  than  good. 

Dr.  Arthur  S.  Flemming,  Director  of 
the  Oflace  of  Defense  Mobilization,  has 
expressed  support  of  the  amendment,  in 
principle.  But  he  carefully  qualified  his 
support  by  mentioning  many  other  fac¬ 
tors  which  must  be  considered  in  addi¬ 
tion  to  geographical  dispersal. 

He  summed  up  his  position  by  saying; 
If  we  permit  the  objective  of  dispersal  to 
undermine  our  effectively  functioning  urban 
economy,  then  in  terms  of  our  total  strength 
we  have  not  accomplished  anything.  Prob¬ 
ably  we  have  weakened  ourselves. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  from  Connecticut  yield  to 
me  at  this  point? 

Mr.  BUSH.  I  yield. 

Mr.  BENNETT.  In  the  amendment 
is  there  anything  which  would  preclude 
consideration  of  the  other  factors  to 
which  reference  has  been  made? 

Mr.  BUSH.  I  cannot  say  “yes”  or  “no,” 
in  reply.  But  I  very  much  fear  there  is. 
For  instance,  no  mention  is  made  of  other 
factors:  the  entire  emphasis  of  the 
amendment  is  on  geographical  dispersal, 
regardless  of  the  effect  on  production. 

Mr.  BENNETT.  Does  not  the  Senator 
from  Connecticut  consider  that  the 
phrase  “consistent  with  existing  law  and 
the  desirability  for  maintaining  a  sound 
economy”  provides  adequate  protection? 

Mr.  BUSH.  That  is  so  vague  a  phrase 
that  I  do  not  think  it  constitutes  ade¬ 
quate  protection  by  any  means.  If  we 
wish  to  spell  out  what  some  of  the  ne¬ 
cessities  are  in  connection  with  main¬ 
taining  a  sound  economy,  we  would  come 
back - 

Mr.  BENNETT.  Does  not  the  Senator 
from  Connecticut  think  that  if  all  those 
terms  were  to  be  spelled  out,  we  would 
arrive  at  a  list  so  long  and  a  set  of 
specifications  so  rigid  as  to  make  the  in- 
teiTi'etation  rather  difficult? 

Mr.  BUSH.  No.  I  say  to  the  Senator 
from  Utah  that  is  exactly  how  the  dis¬ 
persal  policy  has  been  executed  by  the 
Defense  Department.  It  has  a  list  of  all 
kinds  of  factors  which  have  to  be  taken 
into  account. 

Mr.  PASTORE.  Mr.  President,  on 
that  point  will  the  Senator  from  Con¬ 
necticut  yield  to  me? 

Mr.  BUSH.  I  yield  to  the  Senator 
from  Rhode  Island. 

Mr.  PASTORE.  If  it  were  necessary 
to  nail  down  legislatively  the  order  of 
the  Defense  Department,  which  has  been 
tried  and  tested  and  found  to  be  true, 
then  why  would  it  not  have  been  wiser 
to  have  included  as  section  4  the  lan¬ 
guage  of  the  order  itself,  if  it  were  the 
purpose  to  say  from  a  congressional 
standpoint  and  a  congressional  view 
what  the  policy  of  the  United  States  is. 

But  the  fact  is - 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  from  Connecticut  yield  to 
me,  so  that  I  may  reply? 

Mr.  PASTORE.  Mr.  President,  I  have 
not  finished. 

I  suggest  that  the  fact  is  that  under 
the  guise  of  adopting  in  principle  a  dis¬ 


persal  program,  the  committee  have  ac¬ 
tually  proposed  language,  the  legal  con¬ 
sequences  of  which  are  unforeseeable, 
now. 

Mr.  BEINNETT.  Mr.  President,  will 
the  Senator  from  Connecticut  yield  to 
me  now,  so  that  I  may  make  an  obser¬ 
vation,  in  reply. 

Mr.  BUSH.  I  yield  for  that  purpose. 

Mr.  BEETNETT.  Of  course,  the  lan¬ 
guage  of  the  directive  is  subject  to 
change  by  executive  decision  at  any  time. 
If  we  were  to  attempt  to  write  similar 
language  in  the  proposed  legislation,  we 
would  fix  it  definiteley  in  the  policy  of 
Congress,  which  is  not  subject  to  change 
at  any  time. 

Mr.  BUSH.  That  is  one  of  the  chief 
objections  we  have. 

Mr.  PASTORE.  Mr.  President,  will 
the  Senator  from  Connecticut  yield  at 
this  point? 

Mr.  BENNETT.  I  wish  to  finish  my 
comment. 

So  I  would  say  that  the  general  lan¬ 
guage  of  the  bill,  which  is  a  statement 
of  the  attitude  and  policy  of  the  Con¬ 
gress,  backs  up  the  specific  language  of 
the  directive,  and  still  leaves  the  execu¬ 
tive  department  free  to  change  its 
specifications  as  times  change. 

Mr.  PASTORE.  Mr.  President,  on 
that  point  will  the  Senator  from  Con¬ 
necticut  yield  to  me? 

Mr.  BUSH.  I  yield. 

Mr.  PASTORE.  Of  course,  the  exact 
opposite  is  true,  because  the  substance 
of  language  which  has  legislative  mean¬ 
ing  cannot  be  changed  by  means  of  ad¬ 
ministrative  rules  and  procedures.  In 
this  case  we  would  be  adopting  as  a  mat¬ 
ter  of  law  language  which  could  not  be 
enlarged  by  administrative  rules  and 
regulations.  In  this  case  we  would  be 
saying — and  I  refer  now  to  the  language 
appearing  on  page  3,  in  line  21,  where 
the  statement  is  made  in  plain  English 
which  on  one  can  misinterpret — 

In  the  rendition  of  any  Government  finan¬ 
cial  assistance— 

And  surely  that  means  any  Govern¬ 
ment  financial  assistance  at  all — 
for  the  construction,  expansion,  or  improve¬ 
ment  of  any  industrial  facilities — 

How  could  the  language  which  is  used 
be  interpreted  otherwise  than  as  I  have 
indicated? 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  from  Rhode  Island  finish 
the  sentence? 

Mr.  PASTORE.  Yes,  I  will — 
and  in  the  procurement  of  goods  and  serv¬ 
ices,  under  this  or  any  other  act — 

Mr.  BENNETT.  Vei-y  well;  I  ask  the 
Senator  please  to  finish  the  sentence. 

Mr.  PASTORE.  Certainly— 
each  department  and  agency  of  the  executive 
branch  shall  apply,  under  the  coordination 
of  the  Oface  of  Defense  Mobilization,  when 
practicable — • 

Mr.  BENNETT.  Now  the  Senator 
from  Rhode  Island  is  getting  to  the  im¬ 
portant  part. 

Mr.  PASTORE.  I  am  right  at  it  now— 
and  consistent  with  existing  law— 
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Which  cannot  be  changed  by  adminis¬ 
trative  rules  or  regulations — 
and  the  desirability  lor  maintaining  a  sound 
economy — 

Which  might  mean  anything  in  any¬ 
body’s  country— 

The  principle  of  the  geographical  dispersal 
of  such  facilities  in  the  interest  of  national 
defense. 

Mr.  BENNETT.  Vei-y  well.  May  I 
reply? 

Mr.  BUSH.  Mr.  President,  I  trust  that 
the  Senator  from  Utah  will  be  as  gener¬ 
ous  with  his  time  as  I  am  with  mine. 

Mr.  PASTORE.  I  will  yield  time  to 
the  Senator  from  Utah  from  my  time,  in 
order  to  permit  him  to  answer  the  ques¬ 
tion. 

Mr.  BUSH.  Mr.  President,  I  am  very 
glad  to  yield  to  the  Senator  from  Utah. 

Mr.  BENNETT.  Mr.  President,  it 
seems  to  me  that  we  come  to  the  key  of 
the  sentence  when  we  reach  the  word 
“practicable.”  These  provisions  are  not 
mandatory,  without  any  opportunity  to 
exercise  good  judgment.  The  words 
“practicable  and  consistent  with  existing 
law  and  the  desirability  for  maintaining 
a  sound  economy”  I  think  are  sufficiently 
broad  to  make  it  possible  for  this  system 
to  operate  without  becoming  an  absolute 
mandate. 

Mr.  PASTORE.  Mr.  President,  will 
the  Senator  from  Connecticut  yield  for 
one  further  observation? 

Mr.  KUCHEL.  Mr.  President - - 

Mr.  BUSH.  I  yield  first  to  the  Sena¬ 
tor  from  Rhode  Island,  and  then  I  shall 
yield  to  the  Senator  from  California. 

Mr.  PASTORE.  That  is  precisely  the 
point  the  junior  Senator  from  Rhode 
Island  is  making.  Once  we  enact  legisla¬ 
tion,  anything  which  is  subsequently 
done  must  be  consistent  with  the  law.  If 
anyone  believes  that  rules  or  regulations 
can  be  used  to  water  down  the  law,  I 
submit  that  such  a  course  is  inconsistent 
with  sound  legal  principles,  and  that  it 
ought  not  be  followed. 

Mr.  BENNETT.  The  Senator  would 
wipe  out  the  word  “practicable”  and  he 
would  wipe  out  the  phrase  “and  the  de¬ 
sirability  for  maintaining  a  sound  econ¬ 
omy,”  leaving  only  the  phrase  “consist¬ 
ent  with  existing  law.” 

Mr.  PASTORE.  We  could  give  any 
Government  assistance  to  any  industry, 
or  any  industrial  facility,  unless  there 
was  dispersal. 

Mr.  BENNETT.  We  could  not  have 
any  dispersal  unless  it  was  practicable, 
consistent  with  existing  law,  and  in  the 
interest  of  national  defense. 

Mr.  PASTORE.  Now  we  have  gone 
from  homicide  to  murder. 

The  PRESIDING  OFFICER.  The  ad¬ 
ditional  10  minutes  of  the  Senator  from 
Connecticut  has  expired. 

Mr.  BUSH.  Mr.  President,  I  will  take 
5  minutes  more.  I  yield  to  the  Senator 
from  California  [Mr.  KuchelI. 

Mr.  KUCHEL.  Mr.  President,  one  of 
the  best  arguments  against  writing  this 
dispersal  amendment  into  the  pending 
legislation  has  been  made  by  the  distin¬ 
guished  author  of  the  amendment,  the 
Senator  from  Utah  [Mr.  Bennett].  The 
distinguished  Senator  from  Utah  has 
suggested  that  he  wanted  something  less 
in  this  bill  than  the  careful  and  painstak¬ 


ing  approach  which  has  been  made  by  the 
executive  branch  of  the  Government. 
He  indicated  that  from  time  to  time  the 
present  dispersal  order  of  the  Govern¬ 
ment  of  the  United  States  is  subjected 
to  changes  which  are  necessary  and  ad¬ 
visable.  Yet  the  Senator  from  Utah  sug¬ 
gests  that  he  wants  to  rivet  into  the  law 
a  dispersal  policy  which  is  neither  con¬ 
sonant  with  the  present  dispersal  order 
of  the  Government,  nor  does  it  recognize 
that  changes  have  been  necessary  in  or¬ 
der  to  pefect  it  to  its  present  position.  I 
believe  the  Senator  from  Utah  has  made 
an  excellent  argument  in  favor  of  defeat¬ 
ing  the  dispei’sal  amendment. 

Mr.  BUSH.  I  thank  the  Senator  from 
California. 

Will  the  Chair  advise  me  how  much 
time  I  have  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  from  Connecticut  has  30 
minutes  remaining. 

Mr.  BUSH.  I  will  proceed  from  the 
point  where  I  was  interrupted  some  time 
ago. 

The  whole  drive  of  the  afhendment  is 
to  focus  attention  primarily,  indeed  al¬ 
most  exclusively,  on  geographical  dis¬ 
persal,  and  the  effect  might  well  be  to 
undermine  the  present  structure  of  our 
economy  upon  which  must  depend  our 
military  strength. 

The  committee  report  disclaims  such 
intention,  but  the  language  of  the 
amendment  speaks  for  itself.  It  speaks 
of  geographical  dispersal  as  if  it  were  the 
be-all  and  end-all.  Nowhere  is  there 
mention  of  the  many  other  factors  which 
must  be  considered,  such  as  cost,  avail¬ 
ability  of  materials,  power,  skilled  labor 
supply,  ability  to  deliver  promptly  and  so 
forth. 

It  is  true  that  the  committee  sought  to 
lessen  opposition  by  modifying  the  orig¬ 
inal  language  through  insertion  of  the 
phrase,  “when  practicable  and  consistent 
with  existing  law  and  the  desirability  for 
maintaining  a  sound  economy.”  Such  a 
phrase,  however,  is  vague  and  almost 
meaningless  when  compared  with  the  de¬ 
tailed  specifications  of  the  present  Air 
Force  policy  on  industrial  production 
readiness.  And  it  would  lead  to  intoler¬ 
able  pressures,  difficult  to  resist,  for 
changes  in  that  well-considered  policy, 
and  would  thwart  sound  adaptions  to 
new  circumstances  arising  from  the  de¬ 
velopment  of  new  weapons. 

I  urge  my  fellow  Senators  to  be  alert 
to  the  evils  which  could  flow  from  the 
amendment,  however  well-intentioned 
may  be  its  sponsors. 

Let  us  lock  fast  the  Pandora’s  box  of 
evils  which  this  amendment  proposes  to 
open. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  that  my  individual  views  in  the  com¬ 
mittee’s  report  on  the  bill  be  printed  in 
the  Record  following  these  remarks. 

There  being  no  objection,  Mr.  Bush’s 
individual  views  were  ordered  to  be 
printed  in  the  Record,  as  follows: 

Individual  Views  of  Mr.  Bush 

While  I  favor  a  reasonable  extension  of  the 
present  provisions  of  the  Defense  Production 
Act  of  1950,  as  amended,  I  strongly  oppose 
the  “geographical  dispersal”  amendment 
added  to  the  bill  by  a  vote  of  only  6  members 
of  our  15-man  committee. 
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I  oppose  the  proposed  amendment  be¬ 
cause — 

1.  It  greatly  overemphasizes  the  Impor¬ 
tance  of  dispersal  of  Industry  as  a  measure  of 
national  security. 

2.  It  creates  a  grave  danger  that  decision¬ 
making  Federal  officials  would  be  exposed  to 
heavy  political  pressures  in  procurement  and 
in  location  of  industrial  facilities. 

3.  Instead  of  strengthening  the  national 
defense,  it  could  seriously  weaken  our 
mobilization  base  by  forcing  dislocations  in 
the  industrial  and  social  structures. 

DISPERSAL  ONLY  ONE  FACTOR 

In  an  age  of  rapid  development  of  guided 
missiles  with  atomic  warheads,  no  one  con¬ 
scious  of  the  national  security  would  deny 
that  geographical  dispersal  is  a  factor  which 
should  be  taken  into  consideration.  But  it 
is  only  one  factor,  and  in  many  cases  by 
no  means  the  most  important.  An  indus¬ 
trial  establishment  at  the  South  Pole  would 
undoubtedly  satisfy  the  aim  of  locating 
plants  at  a  desirably  safe  distance  from  the 
striking  base  of  our  present  potential  enemy. 
By  the  same  token,  if  we  were  to  locate  all 
new  industrial  facilities  solely  in  United 
States  territories  in  the  Pacific  and  Carib¬ 
bean,  we  would  come  close  to  achieving  max¬ 
imum  geographic  dispersal  on  soil  under 
United  States  control,  considering  the  in¬ 
dustrial  development  already  existing  on  the 
mainland.  But  it  is  apparent  that  such  ac¬ 
tion  would  not  best  contribute  to  the  efficient 
economic  mobilization  of  United  States 
resources. 

OTHER  FACTORS 

other  factors  that  come  readily  to  mind 
in  the  economic  evaluation  of  plant  location 
are  as  follows: 

1.  Convenient  availability  of  production 
materials. 

2.  Adequacy  and  productivity  of  labor. 

3.  Availability  of  adequate  Industrial  fuel. 

4.  Sufficiency  of  transportation  facilities. 

5.  Proximity  to  markets. 

6.  Adequacy  of  distribution  facilities. 

7.  Dependability  of  power  and  water. 

8.  Acceptability  of  living  conditions,  in¬ 
cluding  adequacy  and  cost  of  housing  and 
community  facilities  (stores,  schools,  places 
of  worship,  hospitals,  water  and  sewer  sys¬ 
tems,  power  and  fuel,  cultural  and  recrea¬ 
tional  facilities) . 

9.  Availability  of  adequate  sites. 

10.  Pavorability  of  construction  costs. 

11.  Acceptability  of  climate. 

12.  Ready  accessibility  to  servicing,  repair, 
and  replacement  facilities  for  machinery, 
components,  and  parts. 

13.  Attractiveness  of  tax  structure. 

14.  Acceptability  of  State  and  local  laws 
and  regulations. 

15.  Overall  economy  and  efficiency  of 
operation. 

16.  Ability  to  meet  deadlines  for  timely 
delivery  of  end  products  at  specified  places. 

17.  In  the  case  of  a  defense  plant,  prox¬ 
imity  to  supply  of  capable  employees  who  be¬ 
come  available  for  defense  work  as  production 
for  civilian  use  dwindles  during  a  national 
emergency. 

In  time  of  national  emergency  the  best 
production  with  the  least  possible  amount  of 
money  is  called  for,  in  view  of  the  tremen¬ 
dous  costs  necessarily  heaped  upon  the 
American  taxpayer  during  such  an  emer¬ 
gency,  and  the  need  for  obtaining  the  opti¬ 
mum  return  from  the  use  of  each  dollar  in 
order  to  protect  the  solvency  of  the  Nation 
and  dampen  tendencies  toward  Inflation. 

As  noted  by  one  of  our  senatorial  colleagues 
experienced  in  industrial  operation,  there 
are  some  40  to  50  different  considerations  a 
private  firm  bears  in  mind  in  deciding  upon 
a  location  for  its  activities. 

In  large  measure,  these  have  determined 
the  present  pattern  of  industrial  location.  In 
the  absence  of  any  dispersal  requirement,  in¬ 
dustrial  facilities  in  World  War  II  sprang  up 
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In  many  sections  of  the  Nation.  Their  loca¬ 
tion  was  not  dictated  solely  by  dispersal  con¬ 
siderations,  even  when  constructed  by  the 
Federal  Government  itself.  Since  the  end  of 
the  war  factors  apart  from  national  defense 
considerations  have  prompted  continuation 
of  the  trend  to  decentralize  industry  into 
small  communities. 

Even  the  Federal  official  chiefly  relied  upon 
by  the  proponents  of  -  the  amendment  has 
testified : 

“I  have  taken  this  position  consistently; 
That  dispersal  as  an  objective  cannot  be  the 
only  objective  that  can  be  taken  into  consid¬ 
eration.  I  have  stressed  a  great  many  times 
my  own  feeling  that  one  of  the  objectives  we 
have  to  keep  in  mind  in  this  country  at  all 
times  is  an  effective  functioning  urban  econ¬ 
omy.”  (See  testimony  of  Dr.  Arthur  S.  Flem¬ 
ming,  Director,  Office  of  Defense  Mobilization, 
given  to  Subcommittee  on  Production  and 
Stabilization  of  U.  S.  Senate  Committee  on 
Banking  and  Currency  on  April  23.  1956,  rela¬ 
tive  to  S.  3407,  hearings,  p.  12.) 

Yet  the  amendment  would  amend  the  basic 
declaration  of  policy  of  the  Defense  Produc¬ 
tion  Act  of  1950  by  referring  only  to  the  policy 
of  geographic  dispersal  of  industrial  facil¬ 
ities.  While  it  closes  with  the  condescending 
note  that  it  is  not  to  “preclude  the  use  of 
existing  Industrial  facilities,”  it  contains  no 
positive  declaration  of  purpose  to  encourage 
the  use  of  existing  industrial  facilities.  By 
contrast,  the  current  Department  of  Defense 
Directive  No.  5220.5,  dated  November  17, 
1955,  affirmatively  requires: 

“Every  effort  will  be  made  to  require  the 
use  of  existing  facilities  before  new  facilities 
are  constructed.” 

The  directive  expressly  recognizes  that  use 
of  existing  facilities  is  required  in  order  to 
avoid  the  excessive  cost  and  resulting  social 
dislocation  attendant  upon  their  abandon¬ 
ment. 

BROAD  SCOPE  OP  AMENDMENT 

Nor  does  the  amendment  limit  its  appli¬ 
cation  to  defense  plants.  It  expressly  man¬ 
dates  all  departments  and  agencies  in  the 
executive  branch  to  apply  the  principle  of 
geographic  dispersal  in  the  following  cases : 

1.  Construction  of  any  Government-owned 
Industrial  facility; 

2.  Aid  through  Government  financial  as¬ 
sistance  to  the  construction,  expansion,  or 
improvement  of  any  industrial  facility;  and 

3.  Procurement  of  goods  and  services; 
whether  these  actions  are  taken  under  the 
Defense  Production  Act  of  1950  or  any  other 
act. 

These  pervasive  directives  are  included 
with  a  purported  congressional  declaration  of 
policy  to  promote  geographical  dispersal  of 
Industrial  facilities  of  the  United  States  and 
to  discourage  their  concentration  in  limited 
geographical  areas  vulnerable  to  enemy 
attack. 

The  amendment  would  become  a  new  sec¬ 
tion  to  the  present  well-rounded  declaration 
of  policy  in  the  Defense  Production  Act  of 
1950.  As  now  stated,  that  policy  notes  that 
our  mobilization  effort  continues  to  require 
diversion  of  certain  materials  and  facilities 
from  civilian  use  to  military  and  related 
purposes.  It  further  states  that  this  re¬ 
quires  development  of  preparedness  programs 
and  expansion  of  productive  capacity  and 
supply  beyond  levels  needed  to  meet  civilian 
demand.  It  asserts  such  development  and 
expansion  is  needed  to  reduce  the  time  re¬ 
quired  for  full  mobilization  in  event  of 
attack. 

It  will  be  noted  that  this  language  is  all 
hinged  to  our  mobilization  effort.  The 
amendment  introduces  the  seemingly  paral¬ 
lel  and  equal  goal  of  geographical  dispersal  of 
industrial  facilities  in  the  United  States. 

It  Ignores  the  fact  that  many  other  con¬ 
siderations  must  be  welgjied  in  arriving  at 
the  important  decision  as  to  the  best  geo¬ 
graphical  grouping  of  the  United  States  in¬ 


dustrial  complex  in  the  interest  of  national 
defense.  This  grouping  should  serve  the 
purpose  of  providing  a  readily  expandable 
and  efficient  base  for  economic  mobilization 
at  a  minimum  cost. 

SIMILAR  AMENDMENT  REJECTED  IN  1951 

One  of  our  former  colleagues  described  a 
similar,  but  less  virulent  proposed  amend¬ 
ment  offered  unsuccessfully  in  1951  to  this 
same  statute,  as  a  pork-barrel  amendment. 
The  undignified  attempt  to  wrap  the  barrel 
in  the  bunting  of  national  security  failed 
to  disguise  its  true  nature.  Even  the  spon¬ 
sor  of  this  present  dispersal  amendment 
joined  with  55  of  his  colleagues  in  defeating 
the  earlier  amendment  in  1951  by  a  vote  of 
56  to  25,  with  2  absentees  recording  the  fact 
that  they  would  also  have  voted  against  the 
amendment  had  they  been  present. 

The  amendment  thus  defeated  by  a  better 
than  2-to-l  vote  was  less  obnoxious  than 
the  dispersal  amendment  in  the  present  bill, 
because  it  was  not  mandatory  and  it  con¬ 
sidered  the  factors  of  availability  of  labor 
and  natural  resources  as  well  as  vulnera¬ 
bility  to  attack.  Moreover,  it  made  no  pre¬ 
tense  of  using  the  Federal  Government’s 
vast  and  important  procurement  powers  as 
a  means  of  compelling  dispersal. 

The  arguments  used  in  successfully  de¬ 
feating  that  proposed  amendment  are  fully 
as  applicable  to  the  present  dispersal  amend¬ 
ment,  in  some  cases  to  an  even  greater 
degree.  These  arguments  may  be  sum¬ 
marized  as  follows: 

1.  Would  remove  industry  from  areas  in 
which  a  speedy  stepup  in  defense  production 
is  possible  when  civilian-use  production 
slackens. 

2.  Increases  costs  to  Federal  Government 
(causes  decline  in  tax  proceeds  due  to  larger 
depreciation  allowances:  compels  Govern¬ 
ment  as  purchaser  of  end  product  to  pay 
higher  purchase  price;  requires  Federal  fi¬ 
nancial  aid  to  provide  new  housing,  schools, 
hospitals,  water  and  sewer  systems,  and  gen¬ 
eral  community  facilities). 

3.  Slows  production  due  to  difficulty  of 
attracting  capable  labor  and  management 
to  new  areas  lacking  acceptable  living  con¬ 
ditions. 

4.  The  present  industrial  location  pattern 
is  shaped  by  overall  efficiency  and  economy, 
not  by  fortuity. 

5.  Forced  dispersal  interferes  with  pattern 
of  successful  production  of  best  product  in 
shortest  time  at  least  expense. 

6.  If  suitable  or  efficient,  areas  of  our  Na¬ 
tion  favored  by  a  dispersal  requirement 
would  develop  an  industrial  economy  any¬ 
way. 

7.  Stagnates  existing  industrial  areas,  de¬ 
priving  them  of  increased  efficiency  and  econ¬ 
omy  possible  through  expansion  there. 

8.  Wastes  and  depreciates  value  of  hous¬ 
ing  and  community  facilities  readily  avail¬ 
able  in  such  areas. 

9.  Leads  to  wasteful  use  of  Federal  funds. 

10.  Foreshadows  Federal  measures  to  freeze 
labor  to  jobs  in  order  to  make  feasible  con¬ 
tinued  operation  of  forcibly  dispersed  plants. 

11.  Opens  the  door  to  political  pressure  in 
the  location  of  new  industrial  facilities,  using 
Federal  tax  funds  as  an  incentive  or  a  black¬ 
jack,  as  required. 

12.  Places  dictatorial  power  in  the  hands 
of  nonelected  Federal  officials,  enabling  them 
to  favor  certain  regions  over  others  by  using 
a  test  not  necessarily  in  the  best  interest  of 
national  defense. 

13.  The  amendment  is  an  unwarranted  in¬ 
terference  with  the  balanced  judgment  of 
both  Government  and  industry  officials  in 
deciding  the  best  location  for  industrial  fa¬ 
cilities  in  the  interest  of  national  defense. 

14.  The  initiative  of  small  business  work¬ 
ing  in  a  free-enterprise  system  itself  leads  to 
dispersal  of  industry. 

15.  The  amendment  embodies  a  wasteful 
proposal  demanding  costly  construction  of 
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schools,  streets,  and  other  community  facil¬ 
ities  in  the  vicinity  of  the  new  plant  sites. 

SIMILAR  PROVISION  ALSO  DEFEATED  IN  1944 

In  1944,  a  similar  effort  opposed  as  forcing 
an  unnatural  and  uneconomic  dispersal  of 
industry  also  was  defeated  in  the  United 
States  Senate.  Thus,  the  present  dispersal 
amendment  is  not  a  new  idea,  but  a  rehash 
of  earlier  proposals  twice  defeated  by  this 
same  body. 

CHANGES  IN  ATTACK  TECHNIQUES  DECREASE 
VALUE  OF  DISPERSAL 

In  successfully  opposing  the  amendment 
proposed  in  1951,  the  present  minority  leader 
noted  the  swiftly  changing  pattern  of  ac¬ 
ceptable  security  measures.  Decisions  made 
in  the  light  of  obsolete  or  obsolescent  secu¬ 
rity  patterns  would  result  in  an  unwise  loca¬ 
tion  of  new  and  immobile  industrial  facili¬ 
ties.  He  noted  that  accompanying  the  de¬ 
velopment  of  the  nature  and  destructive 
power  of  weapons,  areas  formerly  deemed 
safe  from  attack  became  more  vulnerable 
than  those  deemed  subject  to  attack.  Prior 
to  the  development  of  airpower,  seaboard 
areas  of  the  United  States  were  more  ex¬ 
posed  to  enemy  attacks  than  were  its  inland 
areas.  The  coming  of  airpower  abruptly 
changed  this  pattern.  Inviting  attention  to 
this  fact  in  1951,  the  distinguished  senior 
Senator  from  California,  Mr.  Knowland, 
stated : 

“Today  a  State  in  the  middle  of  the  coun¬ 
try,  may  be  closer,  across  the  polar  ice  cap, 
to  the  threat  of  Soviet  aggression  than  is  a 
coastal  State.  By  what  standards  are  we  to 
measure  the  likelihood  that  a  given  area 
would  be  subject  to  air  attack?” 

A  mere  glance  at  a  map  to  ascertain  great 
circle  distances  rudely  shakes  the  idea  of  in¬ 
creased  safety  from  attack  as  one  leaves  the 
seacoast  of  the  United  States.  A  reorienta¬ 
tion  of  our  perspective  regarding  distances 
in  the  United  States  is  called  for.  From  the 
eye  of  an  observer  seated  in  Moscow, 
U.  S.  S.  R.,  Seattle  is  only  538  miles  further 
than  New  York  City.  Chicago  is  a  mere  309 
miles  more  distant  from  Moscow  than  New 
York.  Even  Los  Angeles  is  only  1,338  miles 
farther  than  New  York. 

Absolute  distances  airline  on  the  great 
circle  route  from  Moscow  to  various  United 
States  cities  are  as  follows  in  order  of  in¬ 
creasing  distance; 


City;  Miles 

New  York _ 4,  665 

Washington _ 4,  858 

Chicago _ 4,  974 

Seattle _ 5,  203 

Miami _ 5,  731 

New  Orleans _ 5,  820 

San  Francisco _ 5,  871 

Los  Angeles _ 6,  003 


Other  places  in  the  U.  S.  S.  R.  are  even 
closer  to  some  of  these  cities.  Our  usual 
conception  of  the  United  States  as  being  over 
3.000  miles  across  from  the  Atlantic  to  the 
Pacific  is  faulty  in  great  circle  distance  terms 
viewed  from  locations  in  the  U.  S.  S.  R. 
Taken  alone,  therefore,  dispersal  is  far  less 
a  potential  safety  factor  than  it  might  other¬ 
wise  seem. 

INCREASE  IN  DESTRUCTIVE  POTENTIAL  OF  WEAP¬ 
ONS  DECREASES  VALUE  OF  DISPERSAL 

The  recent  geometrical  increase  in  destruc¬ 
tive  capacity  of  weapons  and.^,the  increase 
in  ability  to  direct  them  to  a  given  target  at 
more  and  more  lengthy  distances  from  the 
launching  site  tends  to  make  dispersal  per  se 
of  even  less  value  as  a  defensive  measure. 
Considering  both  the  increase  in  destructive 
capacity  of  weapons  and  the  ability  to  hurl 
them  accurately  over  extremely  long  dis¬ 
tances,  it  is  safe  to  assume  that  the  value 
of  dispersal  as  a  protective  measure  will  de¬ 
crease  accordingly. 
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Emphasizing  the  obsolescence  of  recent 
dispersal  policy,  Dr.  Flemming,  Director-  of 
the  Office  of  Defense  Mobilization,  testified 
that  It  had  become  necessary  to  abandon 
the  so-called  mileage  standai'd  whereby  a 
line  having  a  10-mile  radius  was  drawn 
around  an  area  of  industrialized  concentra¬ 
tion  and  Installations  beyond  the  10-mlle 
perimeter  were  deemed  safe  from  a  dispersal 
standpoint.  He  stated  it  was  abandoned  be¬ 
cause  it  was  found  to  be  not  practical  or 
feasible.  Consequently,  industrial  facilities 
located  in  accordance  with  such  dispersal 
policy  no  longer  met  present  dispersal  stand¬ 
ards.  Dr.  Flemming  concluded  that  in  his 
opinion  the  best  that  could  be  done  under 
present  conditions  is  to  consider  each  indus¬ 
trial  facility  on  a  case-by-case  basis,  weigh 
all  the  factors  and  arrive  at  the  best  possible 
decision.  (Hearings  on  Defense  Production 
Act  Amendments  of  1956,  p.  14.) 

AMENDMENT  EITHER  UNWISE  OR  REDUNDANT 

But  Dr.  Flemming  noted  that  ODM  is  pres¬ 
ently  following  that  policy  and  that  “Sena¬ 
tor  Bennett’s  amendment  would  not  change 
that  one  iota.”  In  other  words,  whatever 
benefits  may  be  derivable  from  a  dispersal 
policy,  they  will  not  be  Increased  by  the 
present  amendment.  This  leads  to  the  in¬ 
quiry;  Why  is  the  amendment  advisable,  if 
it  does  not  add  to  the  power  the  executive 
branch  already  claims  to  be  exercising? 

It  is  claimed  it  will  constitute  a  confirma¬ 
tion  by  the  Congress  of  an  existing  Executive 
policy.  But  either  the  amendment  will  grant 
new  power  by  legislation  or  the  existing 
Executive  policy  lacks  a  statutory  basis.  In 
the  latter  event,  the  present  policy  is  invalid 
as  an  unlawful  assumption  of  legislative 
power,  for  the  Constitution  places  all  legis¬ 
lative  power  in  the  Congress.  On  the  other 
hand,  an  amendment  purporting  to  give  the 
executive  branch  authority  it  already 
possesses  is  redundant  and  unnecessary. 

As  successor  to  the  National  Security  Re¬ 
sources  Board,  ODM  already  has  fallen  heir 
to  that  phase  of  its  duty  described  in  the 
currently  effective  National  Security  Act  of 
1947  as— 

“The  strategic  relocation  of  Industries, 
services.  Government,  and  economic  activi¬ 
ties,  the  continuous  operation  of  which  is 
essential  to  the  Nation’s  security.” 

But  this  is  limited  in  effect  to  defense- 
related  activities.  It  is  not  nearly  as  broad 
In  scope  as  the  present  dispersal  amendment. 

In  addition  to  ODM  and  the  Department 
of  Defense,  the  Department  of  the  Air  Force 
has  a  current  policy  on  industrial  produc¬ 
tion  readiness  that  includes  dispersal  as  one 
among  many  other  factors.  (See  hearings 
on  Defense  Production  Act  Amendments  of 
1956,  pp.  15-19.) 

Both  Department  of  the  Air  Force  and  the 
Department  of  Defense  policies  modify  ap¬ 
plication  of  the  dispersal  policy  by  consider¬ 
ing  such  other  factors  as  cost,  social  disloca¬ 
tion,  production  delay,  use  of  existing  plants 
before  constructing  new  plants,  and  timely 
delivery.  The  directives  caution  that  the 
urgency  of  dispersal  should  always  be 
weighted  against  the  urgency  of  the  require¬ 
ment  for  timely  delivery  of  the  vital  product 
involved. 

DEPARTMENT  OF  DEFENSE  OPPOSES  AMENDMENT 

It  is  interesting  to  note  that  in  his  April 
30,  1956,  letter  to  Chairman  Fulbright,  of 
the  Committee  on  Banking  and  Currency, 
Secretary  of  the  Air  Force  Quarles  states  that 
the  Department  of  the  Air  Force,  on  behalf 
of  the  Department  of  Defense,  does  not 
favor  enactment  of  the  present  amendment. 
He  explains  the  Department’s  position  as 
follows; 

“Proper  application  of  the  dispersal  pol¬ 
icy  is  an  extremely  complex  matter  and 
requires  sound  judgment  and  careful  con¬ 
sideration  of  many  factors.  Each  case  has 
its  own  peculiar  circumstances,  and,  there¬ 
fore,  there  is  no  established  pattern  or  for¬ 


mula  which  gives  proper  weight  to  each  fac¬ 
tor  Involved.  Consequently,  it  is  Important 
that  the  departments  be  allowed  to  exercise 
their  judgment  to  the  fullest  extent  within 
the  broad  policy  as  already  established  in 
existing  Executive  directives.  Particularly  in 
this  regard,  it  is  noted  that  section  2  of 
S.  2879  would  require  that  “in  the  procure¬ 
ment  of  goods  and  services  under  any  pro¬ 
vision  of  law,  the  Department  of.  Defense 
*  *  *  shall  apply  to  the  greatest  practicable 
extent  the  principle  of  the  geographical  dis¬ 
persal  of  such  facilities  in  the  Interest  of 
national  defense.”  This  provision  would  re¬ 
quire  that  consideration  be  given  to  a  broad 
general  principle  not  always  consistent  with 
other  procurement  objectives.  While  S.  2879 
is  entirely  consistent  in  its  intent,  with 
existing  Department  of  Defense  policy,  the 
very  fact  that  it  exists  could  give  rise  to 
question  as  to  its  Interpretation  in  indi¬ 
vidual  cases  and,  in  that  sense,  be  confus¬ 
ing.  It  is  therefore  felt  that  the  purpose 
of  S.  2879  is  clearly  recognized  and  being 
accomplished  under  existing  directives,  and 
that  the  enactment  of  this  bill  is  unde¬ 
sirable.” 

OTHER  REASONS  FOR  OPPOSITION 

Among  recorded  opposition  to  the  amend¬ 
ment  may  be  noted  the  following; 

The  New  England  Council,  Walter  Raleigh, 
executive  vice  president ; 

“Established  areas  present  advantages 
which  cannot  be  overlooked  in  providing 
adequate  qualitative  and  quantitative  de¬ 
fense  production  such  as  a  skilled  labor  force, 
experienced  administrative  personnel,  re¬ 
search  and  scientific  facilities,  as  well  as 
completed  facilities  of  all  kinds”  (hearings, 
p.  127). 

The  New  England  Governor’s  Conference, 
Hon.  Dennis  J.  Roberts,  Governor  of  Rhode 
Island ; 

“Location  of  industry  away  from  sources  cf 
raw  materials  and  labor  and  efficient  produc¬ 
tion  will  only  increase  cost  and  reduce  ef¬ 
fectiveness  of  the  defense  effort”  (hearings, 
p.  127). 

New  England  Governor’s  Textile  Commit¬ 
tee,  Dr.  Seymour  E.  Harris,  chairman; 

“Similar  proposals  made  in  Truman  ad¬ 
ministration  but  quickly  abandoned — vul¬ 
nerability  one  consideration  but  proximity 
to  markets,  materials,  transportation,  hous¬ 
ing,  and  especially  skilled  labor  very  impor¬ 
tant.  Unwise  to  double  or  treble  costs  and 
cut  output  in  order  to  be  ready  for  uncertain 
attack  of  uncertain  time”  (hearings,  p.  128). 

Connecticut  Development  Commission, 
Robert  P.  Lee,  chairman; 

“Amendment  »  •  *  would  seriously  inter¬ 
fere  with  normal  growth  and  the  creation  of 
job  opportunities  in  practically  every  well- 
established  industrial  area  in  the  country 
and  would  be  a  serious  threat  to  the  economy 
of  the  entire  Northeast.  In  our  opinion  Of¬ 
fice  of  Defense  Mobilization  is  presently 
equipped  with  sufficient  restrictive  authority 
to  protect  the  best  Interest  and  safety  of  the 
entire  country  and  this  proposed  amendment 
is  neither  necessary  nor  desirable”  (hearings, 
p.  127). 

ODM  DISPERSAL  POLICY  MORE  LIMITED 

Present  ODM  policy  on  dispersal  limits  it 
to  facilities  important  to  national  security. 
It  also  recognizes  the  advantages  of  ground 
environment  or  natural  barriers  as  factors 
contributing  to  security  of  a  given  facility 
and  thus  achieving  the  benefits  claimed  for 
dispersal.  But  the  present  amendment’s 
sponsor  Indicates  he  expects  it  to  require  dis¬ 
persal  among  several  States  rather  than  on 
any  intrastate  basis. 

Courts  will  not  interpret  a  statute  as  being 
meaningless;  hence  they  will  be  inclined  to 
find  a  grant  of  new  dispersal  policy  power  in 
this  amendment — leading  to  an  overem¬ 
phasis  on  dispersal. 

The  amendment  is  impaled  on  the  horns 
of  this  dilemma;  It  is  either  unnecessary 


and  redundant  or  it  grants  new  and  unwise 
dispersal  authority  to  the  executive  branch. 

CONCLUSION 

It  must  constantly  be  borne  in  mind  that 
the  purpose  of  Industrial  facilities  is  to  pro¬ 
duce  end  products  efficiently  and  econom¬ 
ically  as  needed — not  to  remain  in  absolute 
safety.  This  prime  reason  for  the  existence 
of  industrial  facilities  roust  be  considered  in 
weighing  the  value  of  safety  from  attack  as 
a  factor  in  their  location.  The  latter  is  only 
one  among  many  factors  in  measuring  the 
value  of  a  given  plant  site,  and  not  the  most 
important  factor. 

In  World  War  II,  Germany  believed  disper¬ 
sion  of  its  vital  industries  would  amply  pro¬ 
tect  them  against  any  bombing  attacks  then 
anticipated.  Yet  by  1944  bombing  raids  by 
the  Allied  forces  destroyed  a  large  segment 
of  Germany’s  surface  Industry  and  also 
crippled  the  transnortation  system,  cutting 
deeply  into  the  effective  production  of  the 
remaining  plants  not  physically  damaged. 
Too  little  and  too  late  Germany  turned  to 
construction  of  underground  industrial  fa¬ 
cilities.  At  the  end  of  hostilities,  she  had 
placed  underground  only  16.6*  million  square 
feet  of  a  program  calling  for  99.5  million 
square  feet  of  underground  construction. 
This  experience  should  serve  as  a  warning 
lest  we  be  lulled  into  a  false  sense  of  se¬ 
curity  concerning  the  absolute  value  of  dis¬ 
persion. 

Constant  care  roust  be  exercised  in  order 
that  dispersed  industry  may  not  become  dis¬ 
placed  industry. 

Mr.  BUSH.  Mr.  President,  I  yield  10 
minutes  to  my  distinguished  colleague 
[Mr.  PURTELLl. 

Mr.  PURTELXi.  Mr.  President,  I  rise 
to  speak  in  support  of  the  motion  to 
table  the  so-called  Bennett  amendment. 

It  is  my  belief  that  the  adoption  of 
such  an  amendment  as  the  proposed 
amendment,  section  4,  could  and,  in  all 
probability,  would  ultimately  lead  to  ex¬ 
treme  confusion  and  disorder  in  the 
administration  of  the  act  by  the  execu¬ 
tive  agencies  which  are  charged  with  the 
responsibility  for  carrying  out  its  pur¬ 
poses. 

After  carefully  reading  the  record  of 
the  testimony  presented  during  the  hear¬ 
ings  held  by  the  committee,  I  am  unable 
to  find  any  evidence  whatsoever  as  to 
the  necessity  of  such  a  proposed  amend¬ 
ment.  On  the  other  hand,  there  is  evi¬ 
dence  in  the  record  to  support  my  con¬ 
tention  that  the  addition  of  this  amend¬ 
ment  to  the  act  would  be  undesirable 
since  the  interpretation  of  this  new  lan¬ 
guage  could,  in  the  light  of  the  existing 
dispersal  policy,  be  highly  confusing. 

When  the  author  of  this  amendment 
appeared  before  the  Banking  and  Cur¬ 
rency  Committee  in  support  of  his 
amendment,  he  stated: 

The  amendment  would  not  require  existing 
facilities  to  be  dispersed.  It  would  require 
all  executive  agencies  and  departments  to 
apply,  to  the  greatest  practicable  extent,  the 
principle  of  dispersion  in  locating  all  new 
industrial  facilities  in  which  the  Govern¬ 
ment  renders  financial  assistance. 

If  the  effect  of  this  proposal  is  not  to 
disturb  existing  defense  facilities  as  far 
as  dispersal  is  concerned,  then  there 
would  not  appear  to  be  any  logical  reason 
for  adopting  this  amendment,  since  pres¬ 
ent  dispersal  policy  is  quite  clear  with 
regard  to  the  construction  of  any  new 
facilities  necessary  for  our  national 
defense. 
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If  the  purpose  of  this  amendment  is 
merely  to  reiterate,  as  we  are  led  to  be¬ 
lieve,  the  existing  policy  of  placement  of 
defense  facilities,  why  then  does  it  spell 
out  geographical  dispersal  only  and  fail 
to  enumerate  the  many  other  factors 
that  are  now  considered  in  the  locating 
of  new  defense  construction?  The  only 
logical  answer  that  I  can  give  is  that  the 
plain  import  of  this  proposal  is  to  place 
paramount  importance  upon  the  term 
“geographical  dispersal”  to  the  detri¬ 
ment  of  all  other  factors  which  should 
and  have  been  taken  into  consideration 
in  the  past. 

There  is  sufficient  legislation  now  to 
carry  out  this  vital  program.  So  testi¬ 
fied  the  Secretary  of  Commerce,  whose 
Department  bears  the  major  responsi¬ 
bility  for  operations  under  the  act  af¬ 
fecting  the  greater  portion  of  American 
industry.  When  questioned  by  the 
committee  regarding  his  position  on  the 
amendment.  Secretary  Weeks  stated: 

I  think,  Senator,  that  we  probably  have 
legislation  on  the  books  sufficient  to  tlo  the 
job,  if  it  can  be  done — the  job  of  disper¬ 
sion.  •  *  *  With  all  due  regard  for  Sena- 
Bennett’s  amendment,  I  do  not  think  it 
would  help  us  to  get  along  on  the  road  very 
much  faster  than  we  are. 

This  amendment,  I  would  repeat,  I  do  not 
think  would  do  much  that  we  are  not  doing 
now.  •  *  •  But  I  cannot  see  that  this 
amendment  is  necessary  or  does  anything 
that  we  are  not  trying  to  do  today. 

Mr.  BENNETT.  Mr,  President,  will 
the  Senator  yield? 

Mr.  PURTELL.  I  yield. 

Mr.  BENNETT.  Has  the  Senator  seen 
the  letter  which  Secretary  Weeks  wrote 
to  the  chairman  of  the  committee,  in 
which  he  said: 

In  view  of  present  practices  of  the  execu¬ 
tive  branch,  a  congressional  statement  of  the 
Importance  of  dispersal  would  be  helpful  in 
securing  public  cooperation. 

Mr.  PURTEIX.  Prom  what  page  is 
the  Senator  quoting?  I  have  quoted 
from  the  testimony  given  before  the 
committee  by  Secretary  Weeks. 

Mr.  BENNETT.  I  am  quoting  from 
page  115  of  the  official  record  of  hear¬ 
ings  before  the  committee. 

Mr.  PURTELL.  Mr.  President,  will  the 
Senator  indicate  the  portion  of  the  letter 
from  which  he  is  quoting? 

Mr.  BENNETT.  Perhaps  the  Senator 
would  like  to  read  the  whole  paragraph, 
which  begins  with  the  words  “Although 
this  Department  is  of  the  opinion.”  It 
is  a  short  paragraph. 

Mr.  PURTELL.  It  has  been  called  to 
my  attention — and  I  assume  the  Senator 
would  like  to  have  it  called  to  his  atten¬ 
tion  also — that  the  testimony  of  the  Sec¬ 
retary  of  Commerce  from  which  I  am 
reading  followed  the  receipt  of  the  letter. 
Therefore,  I  would  say  that  the  informa¬ 
tion  I  am  giving,  contained  in  his  testi¬ 
mony,  was  his  latest  pronouncement  on 
the  subject. 

Mr.  BENNETT.  In  other  words,  when 
he  was  sitting  in  his  ofiBce  calmly  writing 
a  letter  to  the  committee,  he  took  a  cer¬ 
tain  position,  but  when  he  came  before 
the  committee,  under  questioning  from 
the  very  able  Senator  from  the  same 
area  in  New  England,  he  changed  his 
mind?  Is  that  what  the  Senator  means? 


Mr.  PURTELL.  I  do  not  agree  with 
the  Senator  from  Utah  at  all. 

Mr.  PASTORE.  Mr.  President,  will 
the  Senator  yield? 

Mr.  PURTELL.  I  yield. 

Mr.  PASTORE.  Secretary  Weeks  in 
his  letter  did  not  endorse  the  language 
of  section  4  of  the  bill.  I  hope  the  Sen¬ 
ator  from  Utah  is  not  trying  to  create 
the  impression  that  he  did  endorse  it. 
He  said  he  endorsed  the  principle  of 
Congress  reiterating,  in  legislative  form, 
what  the  order  said.  He  did  not  endorse 
the  language  of  the  amendment.  We  are 
finding  fault  with  that  language.  That 
is  not  what  the  order  says. 

Mr.  PURTELL.  I  quote  from  the  let¬ 
ter  which  the  Senator  has  called  to  my 
attention  ; 

Although  this  Department  is  of  the  opin¬ 
ion  that  it  would  be  unnecessary  to  provide 
guidance  on  the  subject  of  dispersal  and 
carrying  out  the  Defense  Production  Act  in 
view  of  present  practices  of  the  executive 
branch,  a  congressional  statement  of  the 
importance  of  dispersal  would  be  helpful  in 
securing  public  cooperation. 

That  is  entirely  different — and  I  am 
sure  the  Senator  will  agree  with  me — 
from  an  endorsement  of  the  proposed 
amendment.  That  is  the  letter  the  Sen¬ 
ator  asked  me  to  read. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  yield? 

Mr.  PURTELL.  I  am  happy  to  yield. 

Mr.  BENNETT.  It  seems  to  me  that 
the  objective  of  the  proposed  amendment 
is  exactly  the  objective  suggested  by  the 
Secretary  of  Commerce. 

Mr.  PURTELL.  I  beg  to  differ  with 
the  Senator  from  Utah.  As  a  matter  of 
fact,  the  Senator  well  knows  that  his  pro¬ 
posal  is  not  the  language  used  in  the  di¬ 
rective  of  the  ODM. 

Mr.  FULBRIGHT,  Mr.  President,  will 
the  Senator  yield? 

Mr.  PURTELL.  I  yield. 

Mr.  FULBRIGHT.  Is  it  not  a  fact  that 
that  letter  was  the  Secretary’s  comment 
he  was  requested  to  make  on  the  amend¬ 
ment  of  the  Senator  from  Utah?  Was 
not  that  letter  in  response  to  a  request 
for  his  comments? 

Mr.  BENNETT.  That  is  correct.  I 
appreciate  the  observations  of  the  chair¬ 
man  of  the  committee. 

Mr.  FULBRIGHT.  There  is  no  confu¬ 
sion  about  that. 

Mr.  PURTELL.  What  he  was  doing 
was  talking  about  the  Director  of  the 
ODM,  not  the  language  of  the  proposed 
amendment. 

Mr.  FULBRIGHT.  The  first  para¬ 
graph  of  the  letter  says  what  it  was. 
There  is  no  doubt  about  it.  It  was  an 
endorsement  of  the  amendment  of  the 
Senator  from  Utah. 

Mr.  PURTELL.  The  Senator  knows 
that  is  not  exactly  so.  When  the  Secre¬ 
tary  of  Commerce  appeared  before  the 
committee,  he  made  the  statement  I  read, 
and  I  believe  that  at  that  meeting  the 
Senator  from  Utah  was  present. 

Mr.  FULBRIGHT.  In  order  to  clarify 
the  matter,  let  me  say,  if  the  Senator 
will  permit  me  to  do  so,  that  the  first 
paragraph  specifically  refers  to  the 
amendment  intended  to  be  proposed  by 
the  Senator  from  Utah,  and  that  is  the 
amendment  now  in  question.  I  refer  to 
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the  first  paragraph  of  the  letter  on  page 
115  of  the  hearings.  That  letter  is  dated 
April  20.  'The  Secretary  of  Commerce 
was  directly  commenting  on  the  Sena¬ 
tor’s  amendment. 

Mr.  PURTELL.  I  do  not  believe  he 
was  commenting  on  the  amendment 
when  he  said  what  I  said  he  said  after 
the  letter  had  been  written. 

The  views  of  the  Department  of  the 
Air  Force  lend  further  support  to  the  re¬ 
jection  of  the  Bennett  amendment.  In 
his  report  to  the  committee.  Secretary 
Quarles  wrote : 

Proper  application  of  the  dispersal  policy 
Is  an  extremely  complex  matter  and  requires 
sound  judgment  and  careful  consideration 
of  many  factors.  Each  case  has  Its  own 
peculiar  circumstances  and,  therefore,  there 
Is  no  established  pattern  or  formula  which 
gives  proper  weight  to  each  factor  involved. 
Consequently,  it  Is  Important  that  the  de¬ 
partments  be  allowed  to  exercise  their  judg¬ 
ment  to  the  fullest  extent  within  the  broad 
policy  as  already  established  in  existing 
executive  directives.  Particularly  in  this  re¬ 
gard,  it  is  noted  that  section  2  of  S.  2879 
would  require  that  “in  the  procurement  of 
goods  and  services  under  any  provision  of 
law,  the  Department  of  Defense  *  •  •  shall 
apply  to  the  greatest  practicable  extent  the 
principle  of  the  geographical  dispersal  of 
such  facilities  in  the  interest  of  national  de¬ 
fense.”  This  provision  would  require  that 
consideration  be  given  to  a  broad  general 
principle  not  always  consistent  with  other 
procurement  objectives.  While  S.  2879  is  en¬ 
tirely  consistent  in  its  intent,  with  existing 
Department  of  Defense  policy,  the  very  fact 
that  it  exists  could  give  rise  to  question  as 
to  its  interpretation  in  individual  cases  and, 
in  that  sense,  be  confusing.  It  is  therefore, 
felt  that  the  purpose  of  S.  2879  is  clearly 
recognized  and  being  accomplished  under 
existing  directives,  and  that  the  enactment 
of  this  bill  is  undesirable. 

The  PRESIDING  OFFICER.  The 
Senator’s  time  has  expired. 

Mr.  PURTELL,  May  I  have  2  more 
minutes? 

Mr.  BUSH.  I  yield  2  minutes  to  my 
colleague  from  Connecticut. 

Mr.  PURTELL.  On  page  4  of  the  com¬ 
mittee  report  it  is  stated : 

It  is  the  considered  view  of  the  commit¬ 
tee  that  the  amendment  will  bring  public 
support  to  the  agencies  dispersal  program, 
and  thereby  contribute  to  the  national 
security. 

The  principle  of  geographical  dispersal  is 
vital  to  our  national  security.  Congress 
should  not  shirk  responsibility  for  this 
policy.  The  committee  urges  that  Congress 
give  its  full  support  to  the  agencies  work¬ 
ing  on  this  program,  through  the  enactment 
of  this  amendment. 

If  this  is  what  the  amendment  is  to 
accomplish,  namely  a  reaffirmation  of  an 
existing  dispersal  program,  why  is  it 
necessary  at  all  to  insert  entirely  new 
language  in  the  act  when  a  statement  in 
the  report  itself  would  be  more  than 
sufficient.  If  there  is  concern  over  the 
existing  dispersal  program,  then  I  believe 
that  the  Secretary  of  Commerce  offered  a 
very  good  suggestion  when  he  said : 

I  would  think  that  if  the  committee 
wanted,  in  its  report  on  the  bill  or  otherwise, 
to  instruct  ODM  and  the  Commerce  Depart¬ 
ment  to  give  an  exhaustive  look  at  what  we 
are  accomplishing  and  how  we  are  proceeding 
and  make  recommendations,  if  there  are  any, 
that  would  come  from  such  a  study,  that 
would  be  highly  desirable. 
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There  does  not  appear  to  be  any  clear- 
cut  reason  for  the  approval  of  this 
amendment  and  I  m’ge  the  Senate  to 
reject  it. 

Mr.  BUSH.  Mr.  Pi-esident,  I  yield  5 
minutes  to  the  Senator  from  California. 

Mr.  KNOWLAND.  Mr.  President,  will 
my  colleague  the  Senator  yield? 

Mr.  KUCHEL.  I  yield. 

Mr.  KNOWLAND.  I  ask  for  the  yeas 
and  nays  on  the  motion  to  table. 

The  yeas  and  nays  were  ordered. 

Mr.  KUCHEL.  Mr.  President,  I  shall 
be  very  brief. 

Ever  since  the  enactment  of  the  Na¬ 
tional  Security  Act  of  1947  and  the 
Defense  Production  Act  of  1950,  the  Gov¬ 
ernment  of  the  United  States  has  been 
interested  in  a  sound  policy  of  dispersal 
of  defense  industries.  All  the  people  of 
the  United  States  agree  that  a  sound 
policy  of  dispersal  should  prevail  with 
respect  to  the  awarding  by  our  Govern¬ 
ment  of  defense  industrial  contracts. 

Again  and  again,  as  new  information 
has  come  to  the  executive  agencies  of 
the  Federal  Government,  the  dispersal 
policy  has  been  modernized  and  kept 
up  to  date. 

Last  January  a  very  carefully  consid¬ 
ered  dispersal  order  was  .adopted  by  the 
Office  of  Defense  Mobilization,  to  take 
the  place  of  one  which  had  been  in  effect 
prior  thereto.  One  paragraph  of  the 
order  which  is  now  in  effect  reads  as 
follows : 

1.  Policy;  It  Is  the  policy  of  the  United 
States  to  encourage  and,  when  appropriate, 
to  require  that  naw  facilities  and  major  ex¬ 
pansions  of  existing  facilities  important  to 
national  security  be  located,  insofar  as  prac¬ 
ticable,  so  as  to  reduce  the  risk  of  damage 
in  the  event  of  attack;  and  to  encourage 
and,  when  appropriate,  require  the  incor¬ 
poration  of  protective  construction  features 
in  new  and  existing  facilities  to  provide  re¬ 
sistance  to  weapons  effects  suitable  to  the 
locations  of  said  facilities. 

Then  the  order  carefully  enumerates 
the  criteria  according  to  which  the  De¬ 
partment  of  Defense  and,  indeed,  all 
the  departments  of  the  Government  of 
the  United  States,  shall  conduct  them¬ 
selves  with  respect  to  the  awarding  of 
contracts  in  the  defense  field. 

Where  does  the  Department  of  De¬ 
fense  stand  on  the  suggestion  that  the 
Bennett  amendment  be  written  into 
law?  I  call  the  attention  of  the  Sen¬ 
ator  from  Arkansas  to  the  fact  that  the 
Department  of  Defense  is  opposed  to  the 
amendment.  I  ask  unanimous  consent 
that  a  letter  written  by  the  Department 
of  the  Air  Force  on  the  30th  of  April 
1956,  be  printed  in  the  Record  as  a  part 
of  my  remarks  at  this  point. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Department  of  the  Air  Force, 

Washington,  April  30,  1956. 
Hon.  J.  W.  PULBRIGHT, 

Chairman,  Committee  on  Banking  and 
Currency,  United  States  Senate. 

Dear  Mr.  Chairman:  Reference  is  made  to 
your  recent  request  to  the  Secretary  of  De¬ 
fense  for  a  report  on  S.  2879,  84th  Congress, 
a  bill  “to  promote  the  dispersal  of  indus¬ 
trial  facilities  in  the  interest  of  national 
defense.”  The  Department  of  the  Air  Force 
has  been  assigned  the  responsibility  for  ex¬ 
pressing  the  views  of  the  Department  of  De- 


Section  1  of  S.  2879  declares  that  it  is 
the  policy  of  the  Congress  to  promote  geo¬ 
graphical  dispersal  of  industrial  facilities  in 
the  Interest  of  national  defense,  and  to  dis¬ 
courage  the  concentration  of  such  produc¬ 
tion  facilities  in  areas  which  are  vulnerable 
to  attack.  Sections  2  and  3  of  the  bill  pre¬ 
scribe  a  course  of  conduct  Intended  to  carry 
out  that  policy. 

The  Department  of  the  Air  Force  on  behalf 
of  the  Department  of  Defense,  while  in 
agreement  with  the  general  objective  of  the 
bill,  does  not  favor  its  enactment  for  the 
following  reasons: 

The  Department  of  Defense  policy  with 
respect  to  industrial  dispersal  is  outlined  in 
Department  of  Defense  Directive  No.  5220.5 
dated  November  17,  1955.  The  criteria  out¬ 
lined  in  this  directive  that  are  to  be  con¬ 
sidered  in  seeking  a  solution  to  the  problem 
of  dispersal  are  (1)  that  dispersal  v/ill  be 
the  key  factor  in  selection  of  additional 
sources  for  an  item  for  which  there  are  mul¬ 
tiple  sources:  (2)  dispersal  will  be  one  of 
the  prime  considerations  in  the  location  of 
new  facility  construction  particularly  when 
furnished  at  Government  expense  or  with 
Federal  aid  to  construction  although  this 
may  not  necessarily  apply  to  those  new  fa¬ 
cilities  which  constitute  a  desirable,  but 
relatively  minor,  adjunct  to  existing  defense 
facilities:  (3)  that  all  facilities  will  be  main¬ 
tained  in  use  as  required,  and  every  effort 
will  be  made  to  require  the  use  of  existing 
facilities  before  new  facilities  are  con¬ 
structed;  (4)  that  the  urgency  of  dispersal 
should  always  be  weighed  against  the  ur¬ 
gency  of  the  request  for  timely  delivery  of 
the  vital  products  involved;  and  (5)  that 
consistent  with  the  preceding,  the  objective 
shall  be  to  avoid  the  tendency  toward  over¬ 
concentration  of  critical  defense  facilities  in 
target  areas. 

The  Director  of  the  Office  of  Defense 
Mobilization  by  virtue  of  the  authority  vest¬ 
ed  in  him.  issued  on  January  11,  1956,  De¬ 
fense  Mobilization  Order  1-19,  subject:  “Dis¬ 
persion  and  Protective  Construction — Policy, 
Criteria,  Responsibilities.”  This  order  indi¬ 
cates  that: 

“It  is  the  policy  of  the  United  States  to 
encourage  and,  when  appropriate,  to  require 
that  new  facilities  and  major  expansions  of 
existing  facilities  important  to  national  se¬ 
curity  be  located,  insofar  as  practicable,  so 
as  to  reduce  the  risk  of  damage  in  the  event 
of  attack;  and  to  encourage  and,  when  ap¬ 
propriate,  require  the  incorporation  of  pro¬ 
tective  construction  features  in  new  and 
existing  facilities  to  provide  resistance  to 
weapons  effects  suitable  to  the  locations  of 
said  facilities.” 

Proper  application  of  the  dispersal  policy 
is  an  extremely  complex  matter  and  requires 
sound  judgment  and  careful  consideration 
of  many  factors.  Each  case  has  its  own 
peculiar  circumstances,  and  therefore,  there 
is  no  established  pattern  or  formula  which 
gives  proper  weight  to  each  factor  involved. 
Consequently,  it  is  Important  that  the  de¬ 
partments  be  allowed  to  exercise  their  judg¬ 
ment  to  the  fullest  extent  within  the  broad 
policy  as  already  established  in  existing  Ex¬ 
ecutive  directives.  Particularly  in  this  re¬ 
gard,  it  is  noted  that  section  2  or  S.  2879 
would  require  that  “in  the  procurement  of 
goods  and  services  under  any  provision  of 
law,  the  Department  of  Defense  •  ♦  »  shall 
apply  to  the  greatest  practicable  extent  the 
principle  of  the  geographical  dispersal  of 
such  facilities  in  the  interest  of  national  de¬ 
fense.”  This  provision  would  require  that 
consideration  be  given  to  a  broad  general 
principle  not  always  consistent  with  other 
procurement  objectives.  While  S.  2879  is 
entirely  consistent  in  its  Intent,  with  exist¬ 
ing  Department  of  Defense  policy,  the  very 
fact  that  it  exists  could  give  rise  to  question 
as  to  its  interpretation  in  individual  cases 
and,  in  that  sense,  be  confusing.  It/  is 
therefore  felt  that  the  purpose  of  S.  2879  is 
clearly  recognized  and  being  accomplished 


under  existing  directives,  and  that  the  en¬ 
actment  of  this  bill  is  undesirable. 

Insofar  as  the  budgetary  effect  on  the  De¬ 
partment  of  Defense  is  concerned,  section 
3  of  S.  2879  would  appear  to  negate  any  ad¬ 
verse  effect  thereon. 

This  report  has  been  coordinated  within 
the  Department  of  Defense  in  accordance 
with  procedures  prescribed  by  the  Secretary 
of  Defense. 

The  Bureau  of  the  Budget  has  advised  that 
there  is  no  objection  to  the  submission  of 
this  report. 

Sincerely  yours, 

Donald  A.  Quarles. 

Mr.  KUCHEL.  I  quote  a  portion  of 
the  letter : 

The  Department  of  the  Air  Force,  on  behalf 
of  the  Department  of  Defense,  while  in  agree¬ 
ment  with  the  general  objective  of  the  bill, 
does  not  favor  its  enactment  for  the  follow¬ 
ing  reasons; 

I  wish  to  say  to  my  good  friend  from 
Arkansas  that  as  I  listened  to  his  com¬ 
ments  with  respect  to  the  Nelson  report, 
I  heard  nothing  which  would  indicate 
that  the  present  Government  policy  of 
dispersal  is  being  ineptly  applied  or  is  not 
being  properly  applied  in  the  field  in 
which  it  operates. 

Mr.  President,  much  has  been  said 
during  the  course  of  this  debate  by  my 
able  colleague  from  Califoi-nia,  my  able 
colleagues  from  Connecticut,  and  my 
able  colleague  from  Rhode  Island  with 
respect  to  the  ill-considered  language  of 
the  so-called  Bennett  amendment.  I 
have  the  greatest  respect  for  the  Senator 
from  Utah.  I  know  of  no  finer  man  in 
this  body  than  is  the  author  of  the 
amendment,  but  the  fact  remains  that 
the  amendment  is  ill-considered.  For 
the  first  time  we  hear  such  phrases  as 
“limited  geographic  areas”  and  “geo¬ 
graphic  dispersion.”  Who  is  going  to  sit 
in  judgment  as  to  what  those  phrases 
mean  if  Congress  adopts  the  Bennett 
amendment  and  writes  it  into  the  law? 

Mr.  KNOWLAND.  Mr.  President,  will 
my  colleague  yield? 

Mr.  KUCHEL.  I  yield. 

Mr.  KNOWLAND.  I  fully  concur  in 
the  Senator’s  statement,  but  if  he  will  go 
a  bit  further,  he  will  find  the  following 
language  in  the  amendment : 

In  the  construction  of  any  Government- 
owned  industrial  facilities,  in  the  rendition 
of  any  Government  financial  assistance  for 
the  construction,  expansion,  or  improvement 
of  any  industrial  facilities,  and  in  the  pro¬ 
curement  of  goods  and  services. 

Does  not  the  Senator  believe  that  lan¬ 
guage  is  broad  enough  to  affect  a  small- 
business  man  or  a  small  supplier  who 
may,  in  turn,  be  called  upon  to  supply 
larger  industries,  whether  it  be  for  de¬ 
fense  or  otherwise? 

Mr.  KUCHEL.  My  colleague  is  100 
percent  correct.  There  is  no  limitation 
upon  the  words  which  have  been  used  in 
this  particular  amendment.  So  far  as 
the  specific  point  to  which  my  colleague 
has  alluded,  unquestionably  any  inter¬ 
pretation  of  the  language  used  would 
make  this  amendment  apply  to  just  such 
a  situation  as  my  able  colleague  from 
California  has  indicated.  That  is  so,  Mr. 
President,  it  seems  to  me,  as  to  evei-y 
sentence  in-  the  amendment.  It  is  wide 
open.  It  does  not  apply  merely  to  the 
defense  of  our  country.  It  utilizes  new 
words  and  phrases  rather  than  those 


1956 


CONGRESSIONAL  RECORD  —  SENATE 


which  have  been  carefully  drafted  and 
perfected  and  which  for  the  past  several 
years  have  formed  the  basis  of  a  sound 
policy  of  dispersal  for  our  country. 

Mr.  POTTER.  Mr.  President,  will  the 
Senator  from  California  yield? 

Mr.  KUCHEL.  I  yield. 

Mr.  POTTER.  First,  I  wish  to  associ¬ 
ate  myself  with  the  remarks  of  the  dis¬ 
tinguished  junior  Senator  from  Cali¬ 
fornia,  of  the  Senators  from  Connecti¬ 
cut,  and  of  the  Senator  from  Rhode 
Island. 

Is  it  not  true  that  this  proposal  is  not 
new?  I  believe  that  in  1951  it  was 
brought  up,  and  as  early  as  1944  similar 
amendments  were  considered  by  the 
Senate,  but  each  time  the  Senate,  in  its 
w'isdom,  saw  fit  to  reject  such  an  amend¬ 
ment. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  California  has 
expired. 

Mr.  BUSH.  Mr.  President,  I  yield  2 
additional  minutes  to  the  Senator  from 
California. 

Mr.  KUCHEL.  The  Senator  from 
Michigan  is  completely  correct  in  his 
recollection  of  the  history.  Similar  pro¬ 
posals  have  been  dealt  with  in  prior  ses¬ 
sions  of  the  Congress. 

Mr.  POTTER.  Is  it  not  true  that  if  it 
were  the  intention  of  the  authors  of  the 
amendment  to  keep  in  effect  present  dis¬ 
persal  policies  they  would  have  included 
other  factors  which  are  now  a  part  of 
our  Government  policy?  If  we  intend 
to  put  all  the  emphasis  on  geographic 
location,  chaos  might  develop  in  the  na¬ 
tional  economy  and  our  whole  industrial 
structure.  Irrespective  of  whoever 
might  be  in  the  executive  branch  of  the 
Government,  there  would  be  pressure, 
for  political  considerations,  to  move  in¬ 
dustrial  plants. 

Mr.  KUCHEL.  The  Senator  is  exactly 
correct,  and  he  has  underlined  one  of  the 
important  points  to  be  made  in  this  con¬ 
test. 

Mr.  President,  I  wish  to  say  a  further 
word.  It  has  been  suggested  by  those 
who  sponsor  the  amendment  that  inter¬ 
pretation  would  be  difficult  if  it  spelled 
out  all  the  criteria. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  California  has 
again  expired. 

Mr.  BUSH.  Mr.  President,  I  yield  2 
more  minutes  to  the  Senator  from  Cali¬ 
fornia. 

Mr.  KUCHEL.  Mr.  President,  of 
course,  interpretation  is  difficult  in  a  dif¬ 
ficult  problem  such  as  this,  but  the  Gov¬ 
ernment  of  the  United  States  has  pro¬ 
ceeded  in  a  sound  fashion  with  respect 
to  dispersal,  and  it  has  a  iengthy  list  of 
criteria  which  all  Federal  agencies  are 
required  to  follow.  Why,  Mr.  President, 
throw  it  all  out  the  window  and  adopt 
the  veiT  loose  language  which  appears 
in  the  amendment  which  is  now  before 
the  Senate? 

I  hope  the  motion  of  my  able  colleague 
from  Connecticut  will  prevail  and  that 
once  again  the  Senate  will  reject  an  at¬ 
tempt  to  write  something  into  the  law 
which  is  not  in  the  best  interest  of  the 
people  and  of  the  Government  of  the 
United  States. 


Mr.  BENNETT.  Mr.  President,  wiil 
the  Senator  from  Arkansas  yieid  me  5 
minutes? 

Mr.  FULBRIGHT.  I  yield  5  minutes 
to  the  Senator  from  Utah. 

Mr.  BENNETT.  Mr.  President,  may  I 
inquire  how  much  time  remains  on  each 
side  with  reference  to  this  amendment? 

The  PRESIDING  OFFICER  (Mr. 
Payne  in  the  chair) .  There  are  9  min¬ 
utes  remaining  of  the  time  of  the  Sen¬ 
ator  from  Connecticut,  and  the  opposi¬ 
tion  has  used  no  time  whatever. 

Mr.  BENNETT.  Mr.  President,  dur¬ 
ing  the  debate,  in  the  time  provided  by 
the  supporters  of  the  motion  to  lay  on 
the  table,  I  think  most  of  the  case  has 
been  made.  I  have  prepared  a  speech 
which  would  require  about  20  minutes  to 
deliver.  Included  in  it  are  several  ex¬ 
hibits  which  I  should  like  to  have  printed 
in  the  Record.  In  order  to  bring  this 
matter  to  a  head  I  v/ish  to  make  a  short 
statement  with  reference  to  the  speech, 
put  the  speech  into  the  Record  without 
reading  it,  and  call  for  a  quorum,  after 
which  we  may  have  a  vote  on  the  subject, 
the  yeas  and  nays  having  been  ordered. 

Mr.  KNOWLAND.  Mr.  President,  will 
the  Senator  from  Utah  yield? 

Mr.  BENNETT.  I  yield. 

Mr.  KNOWLAND.  Mr.  President,  I 
suggest  that  the  Senator  complete  his 
oral  statement  in  whatever  time  he 
wishes  to  use,  put  his  prepared  state¬ 
ment  into  the  Record,  and  then  if  both 
sides  yield  back  all  their  remaining  time, 
we  can  have  a  quorum  call  without  the 
time  being  charged  to  either  side. 

Mr.  BENNETT.  Mr.  President,  I  ask 
unanimous  consent  that  the  remarks  I 
have  prepared  be  printed  in  the  body  of 
the  Record  at  this  point,  together  with 
certain  exhibits  which  fit  properly  into 
the  remarks.  That  having  been  done,  I 
am  prepared  to  agree  that  all  time  in 
opposition  to  the  motion  be  yielded  back. 

There  being  no  objection,  the  speech 
and  exhibits  were  ordered  to  be  printed 
in  the  Record,  as  follows: 

Speech  by  Senator  Bennett  on  Industrial 
Dispersal 

Since  I  am  the  author  of  the  disputed 
amendment  on  industrial  dispersal  which  is 
in  the  Defense  Production  Act,  I  feel  it  would 
be  appropriate  to  speak  briefly  concerning 
that  amendment,  especially  in  view  of  its 
importance  to  national  security  and  the  mis¬ 
apprehensions  which  have  arisen  with  re¬ 
gard  to  it.  First  of  all,  I  wish  to  acknowledge 
the  fine  support  this  amendment  has  received 
from  the  committee  chairman  and  other 
members  of  the  majority  and  minority.  This 
matter  of  industrial  dtspersal  deserves  that 
sort  of  bipartisan  support. 

If  it  were  not  for  the  “awful  arithmetic” 
of  nuclear  weapons  and  the  fact  of  a 
shrunken  world — a  world  which  will  grow 
even  smaller — there  would  be  little  reason 
to  advocate  the  geographical  dispersal  of  this 
Nation’s  industrial  facilities.  However,  two 
objectives  seem  paramount  with  regard  to 
our  national  security.  First,  this  Nation 
must  possess  retaliatory  power  of  tremen¬ 
dous  proportions  to  use  in  the  event  of  an 
attack.  Second,  this  Nation  must  have  the 
capacity  to  survive  and  rise  from  the  ashes 
of  an  atomic  attack — if  one  comes.  Fortu¬ 
nately,  in  our  preparations  for  both  retalia¬ 
tion  and  recuperation  we  may  also  deter 
the  enemy  from  attacking.  As  one  of  our 
military  leaders  has  said,  "We  believe,  how- 
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ever,  that  our  primary  objective  is  to  con¬ 
vince  the  enemy  that  he  should  not  attack, 
and  if  we  can  deter  the  enemy  from  attack¬ 
ing,  we  have  achieved  a  100-percent  air  de¬ 
fense.” 

One  of  the  best  ways  we  have  to  insure 
the  survival  of  this  Natiosi  in  the  event  of 
an  attack  is  the  dispersal  of  our  critical 
facilities.  Dispersal  is  still  sound  nonmili¬ 
tary  defense.  To  argue  that  dispersal  is 
obsolete  is  to  adopt  an  atltude  of  “eat,  drink, 
and  be  merry  for  tomorrow  we  die.”  Dis¬ 
persal  is  not  absolute  security;  nothing  is 
today.  But  dispersal  does  offer  another 
means  by  which  we  can  take  added  precau¬ 
tions  which  may  save  lives  and  facilities  if 
an  attack  comes.  I  have  little  sympathy  for 
the  argument  that  because  30  million  people 
might  be  killed  in  atomic  attack  that  to 
worry  about  saving  10  million  is  foolish. 
This  is  saying  that  because  absolute  secu¬ 
rity  is  unattainable,  relative  security  is  of 
little  value.  We  must  do  all  we  can.  We 
must  not  adopt  an  attitude  of  hopelessness. 

I  should  like  now  to  direct  the  attention 
of  this  body  to  some  of  the  facts  concerning 
the  present  concentration  of  industry  in  the 
United  States. 

One  study  indicates  two  H-bombs  could 
destroy  one- third  of  our  steelmaking  capacity 
and  10  H-bombs  could  destroy  three-fourths 
of  our  steel  industry.  Bomb  placements  on 
5  cities:  Pittsburgh,  Chicago,  Youngstown, 
Cleveland,  and  Detroit,  would  destroy  50  per¬ 
cent  of  our  steel  Industry.  Five  additional 
bombs  would  bring  the  total  to  nearly  75 
percent.  Two-thirds  of  the  ingotmaking 
capacity  of  the  United  States  is  concentrated 
in  eight  districts. 

Not  only  are  plants  vulnerable  but  so  are 
the  workers  who  live  in  proximity  to  the 
plants.  I  have  a  chart  showing  the  concen¬ 
tration  of  industrial  workers  in  nine  differ¬ 
ent  types  of  industries  which  my  colleagues 
may  wish  to  view.  I  insert  in  my  remarks 
a  table  prepared  by  the  Defense  Department 
showing  this  same  concentration  of  skilled 
workers.  It  is  noteworthy  with  regard  to 
many  of  those  Industries  that  workers  com¬ 
prising  over  50  percent  of  the  United  States 
total  live  in  only  17  areas.  Many  of  these 
areas  would  be  overlapped  by  H-bomb  fall¬ 
outs.  Forty-five  percent  of  the  Nation’s  peo¬ 
ple  and  industry  are  within  range  of  sub¬ 
marine-launched  missiles,  according  to 
Project  East  River. 

I  insert  in  my  remarks  excerpts  from  the 
testimony  by  Gen.  Omar  Bradley  and  Gen. 
Carl  Spaatz  before  the  Senate  Subcommittee 
on  the  Air  Force.  In  this  testimony  General 
Spaatz  points  up  the  fact  that  the  initial 
attack  by  the  Russians  need  not  come  by 
airpower  alone.  The  Soviets  have  over  400 
submarines  with  which  they  can  approach 
our  coastlines.  'The  submarines  could  lota 
guided  missiles  with  atomic  warheads.  The 
general  reminded  us  of  the  pitiable  position 
we  were  once  in  with  regard  to  a  mere  50 
German  subs.  Under  questioning  by  the 
junior  Senator  from  Washington,  General 
Spaatz  regarded  the  500-mile  missile — not 
the  future  ICBM — when  launched  from  subs 
as  capable  of  crippling  our  Nation’s  Industry 
and  as  posing  a  serious  threat  to  our  exist¬ 
ence.  If  not  used  in  the  initial  attack,  So¬ 
viet  submarines,  in  the  view  of  General 
Partridge,  would  pose  a  “great  threat  to  us, 
because  some  30  percent  of  the  profitable  tar¬ 
gets  in  the  United  States  lie  within  150  miles 
of  the  shores.”  The  general  says  if  the  So¬ 
viets  put  just  50  bombs  on  target,  40  percent 
of  our  population  and  50  percent  of  our  key 
facilities,  and  60  percent  of  our  Industry 
could  be  destroyed.  He  says  further  that 
such  an  attack  would  be  “catastrophic.” 

I  insert  in  my  remarks  excerpts  from  the 
testimony  of  General  Partridge  before  the 
Senate  Armed  Services  Committee  on  May 
25,  1956.  Again  General  Partridge  stresses 
that  certainly  some  Soviet  bombers  would 
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get  through,  and  that  those  areas  contain¬ 
ing  53  percent  of  our  population  and  75 
percent  of  our  industry,  along  with  the  SAC 
bases  and  AEG  installations  would  he  con¬ 
sidered  prime  targets.  He  stresses,  too,  that 
the  Soviets  would  strive  for  surprise. 

Another  example  of  our  vulnerability  is 
the  chemical  processing  industry.  Eight 
H-bombs  could  destroy  plants  employing  20 
percent  of  all  employees  in  chemical  process 
Industries,  more  than  40  percent  of  our  pe¬ 
troleum  refining  capacity,  and  46  percent  of 
our  chemistry  plants,  and  52  percent  of  the 
Nation's  skilled  workers  who  produce  instru¬ 
ments.  Xn  the  Great  Lakes  region,  for  ex¬ 
ample,  are  to  be  found  47  percent  of  our 
electrical  machinery  manufacturing  and  40 
percent  of  our  nonelectrical  machinery 
production.  Only  four  H-bombs  would  be 
required  to  take  out  nearly  half  of  our 
petroleum  processing  industry. 

Examples  could  be  multiplied  ad  infinitum. 
I  have  brought  these  few  to  the  attention  of 
the  Senate  to  indicate  the  problem  we  face. 
Of  course,  we  can  react  to  this  challenge 
in  various  ways.  We  can  do  nothing.  We 
can  convulse  our  Nation  by  the  uprooting 
existing  industry.  Or  we  can  concentrate 
on  dispersing  new  facilities  over  a  period  of 
time.  No  one  seriously  entertains  the  idea 
of  moving  existing  industry.  No  one  can 
seriously  advocate  doing  nothing.  We  have 
wisely  chosen  a  middle  course  aimed  at  new 
facilities.  I  emphasize  at  this  point  that 
the  provision  in  this  bill  does  not  relate  to 
existing  industry.  It  does  state,  however, 
that  in  the  construction  of  new  facilities 
in  which  the  Government  renders  financial 
assistance,  geographical  dispersal  shall  be 
one  of  the  factors  to  be  taken  into  consid¬ 
eration.  This  seems  to  me  to  be  a  minimum 
eSort  to  achieve  dispersal.  It  is  realistic 
yet  effective.  Of  course.  Government  can¬ 
not  tell  industry  where  it  can  build,  but  the 
Goverenment  can  refuse  financial  assistance 
unless  a  dispersed  site  is  selected  from  among 
several  suggested  alternatives.  The  taxpayer 
at  least  ought  to  have  the  assurance  that 
his  money  is  not  being  spent  to  Increase 
our  already  dangerous  vulnerability. 

One  estimate  has  been  made  Indicating 
that  if  we  channeled  78  percent  of  the  nor¬ 
mal  private  Investment  for  the  next  10  years 
into  dispersed  areas  we’d  have  as  much 
dispersed  capacity  as  we  had  total  capacity 
in  1950. 

Some  have  said  we  already  have  an  indus¬ 
trial  dispersal  program.  That  is  true.  But 
the  man  who  manages  that  program.  Dr. 
Flemming,  feels  very  strongly  that  the  pro¬ 
gram  would  be  strengthened  if  Congress  were 
to  declare  itself  on  the  matter.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  to  have  in¬ 
serted  in  the  Record  at  this  point  remarks  by 
Dr.  Flemming  before  the  House  Committee 
on  Government  Operations. 

The  Administrator  of  our  Federal  civil-de¬ 
fense  program,  Val  Peterson,  feels  the  same 
way  about  Congress  asserting  itself  with  re¬ 
gard  to  dispersal.  In  a  statement  before 
that  same  committee  Mr.  Peterson  said,  “In 
the  era  of  intercontinental  ballistic  missiles, 
when  our  potential  tactical  warning  time 
will  be  drastically  shortened,  dispersal  ap¬ 
pears  the  most  effective  preattack  defense 
measure.”  I  ask  unanimous  consent  to  in¬ 
sert  the  context  of  that  remark  at  this  point 
in  the  Record. 

By  way  of  underlining  the  need  for  con¬ 
gressional  support  of  dispersal.  I  should  like 
to  draw  the  Senate’s  attention  to  excerpts 
from  a  press  conference  held  by  the  former 
Secretary  of  the  Air  Force,  Mr.  Talbott,  to 
defend  his  proposal  to  disperse  oirr  future 
aircraft  plants.  I  ask  unanimous  consent  to 
have  that  excerpt  Inserted  in  my  remarks. 

The  press  asked  Secretary  Talbott  if  Con¬ 
gress  backed  him  up  in  his  policy  of  dis¬ 
persal.  All  Mr.  Talbott  could  say  was  that 
the  President,  Dr.  Flemming,  and  Secretary 
Wilson  were  for  it.  He  was  asked  if  Con¬ 


gress  had  ever  endorsed  dispersal.  He  said 
Congress  had  discussed  it.  Finally,  an  aid 
said  Congress  had  given  tacit  concurrence  to 
dispersal. 

On  a  question  of  this  type  there  should 
be  no  doubt  in  anyone’s  mind  as  to  where 
Congress  stands.  No  Secretary  of  the  Air 
Force  should  again  feel  that  we  aren’t  with 
him,  or  that  there  is  an  absence  of  approval 
by  Congress  of  something  so  vital  to  our  na¬ 
tional  security. 

I  do  not  think  it  redundant  for  Congress 
to  speak  out  when  so  much  is  at  stake.  This 
provision  may  not  change  the  mechanics  of 
this  program  but  it  will  certainly  give  it 
emphasis  and  support  and  strengthen  the 
hands  of  those  v;ho  administer  it. 

I  Insert  editorials  from  the  Atlanta  Con¬ 
stitution,  Des  Moines  Register,  and  the 
Tampa  Times  in  favor  of  dispersal.  I  also 
insert  an  article  from  the  Harvard  Business 
Review  entitled  “Industry  Must  Prepare  for 
Atomic  Attack.’’  Also  a  statement  by  the 
Federation  of  American  Scientists,  repre¬ 
senting  2,000  scientists  favoring  this  dis¬ 
persal  provision  in  the  pending  bill. 

I  want  to  emphasize  again  that  this 
amendment,  agreed  to  by  the  committee, 
does  not  make  dispersal  the  sole  factor  in 
locating  plants.  A  company  seeking  to  lo¬ 
cate  a  new  plant  site  will  obviously  take  into 
consideration  many  other  factors.  For  in¬ 
stance,  the  firm  would  probably  look  for  a 
favorable  local  tax  structure,  but  surely  Con¬ 
gress  does  not  need  to  write  that  into  the 
bill.  As  the  mechanics  of  this  program  op¬ 
erate,  the  same  firm  would  be  advised  (as¬ 
suming  there  was  no  need  for  an  exception) 
that  if  Government  aid  was  to  be  given  it 
should  locate  in  a  dispersed  site.  Site  sug¬ 
gestions  are  usually  made  by  our  Federal 
officials.  The  company  is  free  then  to  test 
several  prospective  sites  against  all  the  other 
criteria  which  are  important  to  a  new 
facility. 

It  seems  to  me  there  Is  a  real  distinc¬ 
tion  between  Congress  asserting  Itself  with 
regard  to  dispersal  as  a  criterion  and  hav¬ 
ing  Congress  say,  “No  plants  will  be  lo¬ 
cated  where  there  is  no  water  or  electricity.” 
Our  businessmen  and  Federal  officials  are 
wise  enough  to  see  that  distinction. 

Some  have  said  that  if  this  provision  stays 
in  the  bill  it  means  dispersal  will  run  ram¬ 
pant.  I  am  sure  that  will  not  be  the  case; 
but  our  progress  has  been  slight  and,  if  any¬ 
thing,  we  have  erred  on  the  side  of  timidity 
with  regard  to  the  location  of  critical  fa¬ 
cilities.  The  1955  review  of  Project  East 
River  concluded  that  our  progress  had  been 
“disappointing.”  In  what  I  consider  an  un¬ 
derstatement,  that  review  also  said:  “It  is 
fair  to  state  that  the  political  and  economic 
obstacles  to  any  such  program  were  under¬ 
estimated  by  project  East  River.” 

The  review  committee,  composed  of  dis¬ 
tinguished  citizens,  called  for  more  Federal 
leadership  and  for  the  Federal  Government 
to  set  an  example  in  new  Federal  construc¬ 
tion.  We  need  to  set  that  example  both  by 
a  declaration  of  policy  and  in  connection 
with  Federal  construction. 

I  insert  a  copy  of  a  letter  sent  to  the  heads 
of  all  Federal  agencies  and  departments  with 
regard  to  new  construction,  urging  dispersal, 
wherever  possible,  of  new  Federal  facilities. 
The  provision  in  this  bill  covers  this  facet  of 
dispersal,  too.  I  see  no  reason  why  Con¬ 
gress,  which  appropriates  the  money  for  new 
Federal  buildings  and  construction,  should 
not  concern  itself  with  where  those  facili¬ 
ties  are  to  be  located,  especially  if  they  are 
critical  in  nature. 

Our  program  of  utilizing  tax  amortizations 
to  effect  dispersal  has  helped;  but  since  there 
is  a  decline  in  our  possibilities  for  dispersal 
through  that  means,  we  must  utilize  such 
things  as  our  procurement  program  to  aid 
in  dispersing  facilities. 

I  Insert  a  table  showing  the  disposition  of 
certificates  of  necessity  for  the  calendar  year 
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1953.  This  table  indicates  that  of  3,770  ap¬ 
plications,  3,111  were  for  less  than  $1  million 
and,  therefore,  dispersal  did  not  apply.  Of 
the  remainder,  laying  aside  ODM  norms, 
only  210  met  dispersal  criteria  involving  $1.6 
million  out  of  over  $5  million  in  original 
applications.  Only  about  4.9  percent  of  the 
total  cases  were  told  to  disperse  or  else. 

Mention  has  been  made  that  dispersal  did 
not  help  Germany  in  World  War  II.  It  is 
true,  they  encountered  difficulty  after  dis¬ 
persing  certain  facilities.  But  if  Germany 
had  followed  a  system  of  multiple  sources 
of  supply  for  critical  items,  she  would  have 
been  much  stronger.  Over  50  percent  of  her 
antifriction  bearings  were  produced  in 
Schweinfurt.  After  successful  Allied  bomb¬ 
ings  of  Schweinfurt,  according  to  our 
strategic  bombing  survey,  Germany’s  inter¬ 
dependent  industry  was  nearly  paralyzed. 

Multiple  source  of  supply  is  the  key  to 
real  dispersal.  It  is  a  realistic,  yet  effective, 
way  of  achieving  dispersion.  It  can  be  at¬ 
tained  by  guiding  our  new  facilities  into 
areas  which  are  dispersed.  Surely  Congress 
will  want  to  join  with  the  Executive  in  im¬ 
plementing  a  program  of  this  type.  This 
program  of  dispersal  may  spell  survival  for 
millions  of  Americans  in  the  event  of  at¬ 
tack.  As  I  have  said  before,  I  can  see  no 
reason  for  Congress  to  remain  silent  with 
so  much  at  stake.  I  urge  the  Senate  to 
support  this  provision  and  to  oppose  any 
efforts  to  delete  it  from  the  bill. 

Office  op  the  Assistant  Secretary  of  De¬ 
fense  (Supply  and  Logistics),  Mobiliza¬ 
tion  Planning  and  Statistics  Division, 
Industrial  Facilities  Protection  Branch 


Concentration  of  essential  defense  industries 
in  United  States  metropolitan  areas  based 
on  employment  in  1953 


Percent  of  United 
States  total  in — 

Type  of  manufacture 

Top 

17 

areas 

Top 

35 

areas 

57 

areas 

Chemicals. . 

41.9 

48.9 

53.8 

Petroleum  and  coal  products . 

49.1 

57.9 

61.9 

Rubber  products . . 

29.0 

55.8 

67.2 

Primary  metals. _ _ 

54.8 

63.2 

72.3 

Fabricated  metals . 

54.6 

64.1 

72.7 

Machinery  (except  electrical) _ 

42.6 

56.2 

66.9 

Electrical  machinery  ..., . 

58. 1 

09.6 

73.2 

Transportation  equipment . 

54.2 

68.9 

80.0 

Instruments . . 

47.8 

72.4 

76.8 

Total  essential  defense  in- 

dustry... _ 

50.0 

62.6 

71.3 

United  States  urban  population.. 

47.8 

57.5 

64.9 

Source:  Employment  reported  in  County  Businc.ss 
Patterns,  1953,  i)ublished  by  U.  S.  Department  of  Com. 
merce  and  the  Department  of  Health,  Education,  and 
Welfare. 

AREAS  included  IN  EMPLOYMENT  DATA 

In  terms  of  industrial  (manufacturing) 
employment  in  March  1953,  the  16  top-rank¬ 
ing  metropolitan  areas  were:  New  York- 
northeast  New  Jersey;  Chicago,  HI.;  Detroit, 
Mich.;  Los  Angeles,  Calif.;  Philadelphia,  Pa.; 
Pittsburgh,  Pa.;  Cleveland,  Ohio;  St.  Louis, 
Mo.;  Boston,  Mass.;  Buffalo,  N.  Y.;  Milwau¬ 
kee,  Wls.;  Baltimore,  Md.;  Hartford-New 
Britain,  Conn.;  Cincinnati,  Ohio;  Youngs¬ 
town,  Ohio;  San  Francisco-Oakland,  Calif. 

Note. — Because  it  is  the  seat  of  govern¬ 
ment.  Washington,  D.  C.,  is  considered  as  im¬ 
portant  as  any  of  the  above  cities,  and  the 
attached  statistics  include  it  in  the  top  17 
areas.) 

The  next  18  areas  are:  Indianapolis,  Ind.; 
Akron,  Ohio;  Rochester,  N.  Y.;  Minneapolis- 
St.  Paul,  Minn.;  Dayton,  Ohio;  Kansas  City, 
Mo.-Kans.:  Flint,  Mich.;  Bridgeport,  Conn.; 
Toledo,  Ohio;  Canton,  Ohio;  Providence, 
R.  I.;  Columbus,  Ohio;  Houston,  Tex.; 
Albany-Schenectady-Troy,  N.  Y.;  Allentown- 
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Bethlehem -Easton,  Pa.;  Syracuse,  N.  Y4 
Wichita,  Kans.;  Seattle,  Wash. 

The  following  22  areas  are  Included :  Louis¬ 
ville,  Ky.;  Sprlngfield-Holyoke,  Mass.;  South 
Bend,  Ind.;  San  Diego,  Calif.;  Birmingham, 
Ala.;  Davenport,  Iowa,  and  Rock  Island- 
Mollne,  Ill.;  Waterbury,  Conn.;  Dallas  ,Tex.; 
Evansville,  Ind.;  Wheeling,  W.  Va.;  and  Steu¬ 
benville,  Ohio;  Erie,  Pa.;  Rockford,  Ill.;  Grand 
Rapids,  Mich.;  Fort  Worth,  Tex.;  Loraine- 
Elyria,  Ohio;  Fort  Wayne,  Ind.;  Peoria,  Ill.; 
Worcester,  Mass.;  Trenton,  N.  J.;  New  Haven, 
Conn.;  New  Orleans,  La.;  Atlanta,  Ga. 

Hearings  Before  the  Subcommittee  on  the 

Air  Force  of  the  Committee  on  Armed- 

Services 

(Pp.  27,  41,  57) 

General  Bradley.  Not  unless  we  can  pro¬ 
tect  our  industry  while  we  are  so  doing. 
I  don’t  think  that  we  are  going  to  fight  the 
whole  war  with  what  we  have  in  being.  I 
hope  that  we  can  protect  our  industry  and 
our  country  to  the  point  where  we  can  con¬ 
tinue  to  produce.  So  I  would  hestitate  to 
say  we  had  to  win  the  war  with  the  forces 
in  being  on  D-day,  but  we  might  lose  it  if 
we  did  not  protect  ourselves  to  the  point 
where  we  could  continue  to  produce. 

•  •  •  •  • 

General  Spaatz.  I  would  assume  he  could. 
I  think  he  can;  yes.  Now  we  come  to  an¬ 
other  problem.  You  are  talking  now  about 
Russian  airpower  vis-a-vis  our  airpower. 
But  the  attack,  the  initial  attack  by  the 
Russians,  if  they  make  it,  is  not  confined 
to  airpower.  They  have  over  400  submarines, 
and  quite  obviously  they  are  not  going  to 
attack  us  until  they  are  ready  to  attack,  and 
then  make  a  surprise  attack.  Those  sub¬ 
marines  at  such  time  will  be  equipped  with 
guided  missiles.  If  they  turn  those  400  sub¬ 
marines  loose  in  the  2  oceans  and  approach 
our  coastlines,  and  start  lobbing  those  guided 
missiles  with  atomic  warheads  around,  that 
is  another  serious  threat  which  we  must 
be  prepared  to  meet.  Everyone  remembers 
back  in  the  early  days  of  World  War  II  the 
pitiable  position  of  our  military  strength  in 
meeting  the  30  or  45  German  submarines 
hovering  off  our  coast  at  that  time.  If  you 
multiply  that  by  a  factor  of  10  or  more  and 
add  atomic  guided  missiles,  you  will  see  that 
becomes  quite  a  problem. 

»  •  •  •  • 

Senator  Jackson.  Assume  the  500-mile 
ballistic  missile,  as  you  pointed  out,  isn’t 
it  a  fact  that  you  could  reach  a  substantial 
part  of  the  industrial  heartland  of  the  United 
States  from  our  coasts,  the  three  coasts? 

General  Spaatz.  Yes;  the  most  important 
part. 

Senator  Jackson.  The  most  important 
part? 

General  Spaatz.  The  most  important  part, 
I  would  say. 

Senator  Jackson.  Of  the  United  States  in¬ 
dustrial  complex? 

General  Spaatz.  Yes,  sir. 

Senator  Jackson.  Insofar  as  our  warmak¬ 
ing  or .  defense-making  potential  is  con¬ 
cerned? 

General  Spaatz.  Yes;  insofar  as  our  exist¬ 
ence  as  a  nation  is  concerned. 


Statement  of  General  Partridge  Before  the 
Senate  Armed  Services  Subcommittee, 
May  25.  1956 

In  evaluating  the  Soviet  threat  we  feel 
that  the  Soviets,  if  they  attack  at  all,  would 
launch  a  very  large-scale  air  attack  against 
this  country  and  that  they  would  do  their 
best  to  achieve  surprise. 

*  •  •  *  • 

If  unopposed,  we  believe  that  a  large  per¬ 
centage  of  the  bombers  launched  by  the 
Soviets  could  reach  their  targets  in  the 
United  States. 

«  •  •  •  • 


We  believe  that  the  Soviets  would  attack 
not  only  the  large  metropolitan  areas  that 
contain  the  bulk  of  our  population  and  in¬ 
dustry,  but  that  they  would  also  attack  the 
bases  from  which  we  mount  our  retaliatory 
strikes. 

•  *  •  •  • 

Fifty-five  percent  of  the  population  of  the 
country  and  about  75  percent  of  its  industry 
are  concentrated  in  170  metoroplltan  areas. 
I  believe  these  areas,  plus  the  Strategic  Air 
Commands  bases  and  the  Atomic  Energy 
Commission’s  facilities,  would  be  considered 
price  targets  by  the  Russians. 

•  *  ♦  *  • 

If  the  the  Russians  successfully  attacked 
the  50  most  important  metropolitan  area 
targets  in  the  complex  you  have  described, 
how  much  of  our  population  and  industry 
woulld  this  bring  under  fire?  About  40 
percent  of  the  population  and  about  60  per¬ 
cent  of  the  industry  of  the  country. 

Outline  of  Testimony  of  Arthur  S.  Flem¬ 
ming,  Director,  Before  the  Military  Op¬ 
erations  Subcommittee  of  the  House 
Committee  on  Government  Operations 
(Pp.  10,  11,  22,  23) 

We  also  believe,  however,  that  attention 
must  be  given  to  steps  that  would  help  to  in¬ 
sure  the  fact  that  a  portion  of  our  mobiliza¬ 
tion  base  would  be  available  following  an 
attack  on  this  country  for  use  in  connec¬ 
tion  with  survival  and  rehabilitation  activ¬ 
ities,  as  well  as  for  the  production  of  those 
few  essential  military  end  items  that  would 
be  required  during  the  first  phase  following 
an  attack  and  to  resume  production  on  other 
items  as  soon  as  possible  in  order  to  prepare 
for  the  second  phase.  This  is  why  we  Issued 
Defense  Mobilization  Order  1-19  to  take  the 
place  of  a  dispersal  policy  that  had  been  in 
effect  since  1951. 

•  *  •  •  • 

E’xcept  under  very  unusual  circumstances, 
we  will  not  grant  fast  tax  writeoffs  unless 
the  facility  is  located  in  conformity  with  the 
advice  of  the  Department  of  Commerce.  ’The 
Defense  Department  is  applying  the  policy 
to  military  projects  and  to  industrial  facil¬ 
ities  to  which  it  has  a  special  interest. 

*  *  «  *  * 

Personally,  I  feel,  however,  that  programs 
that  are  now  being  carried  forward  in  this 
area  and  programs  that  may  be  inaugurated 
in  this  area  do  not  rest  on  as  sound  a  foun¬ 
dation  as  should  be  the  case:  (1)  There  is  a 
tendency  on  the  part  of  some  citizens  to  ig¬ 
nore  the  problems  in  this  area  in  the  hope 
that  it  will  never  be  necessary  to  face  them. 
(2)  On  the  other  hand,  there  is  a  tendency 
on  the  part  of  others  to  regard  the  problems 
as  being  of  such  magnitude  as  to  defy  solu¬ 
tion.  (3)  It  is  clear  that  a  widespread  ac¬ 
ceptance  of  either  point  of  view  could  lead  to 
a  situation  where  we  would  be  giving  up  one 
of  bur  most  effective  deterrents  to  war.  I 
have  had  the  feeling,  and  still  have  the  feel¬ 
ing,  that  in  order  to  make  the  maximum  pos¬ 
sible  progress  in  this  area,  the  legislative 
branch  and  the  executive  branch  should 
unite  in  expressing  their  convictions  rela¬ 
tive  to  the  absolute  necessity  of  facing  these 
problems  in  a  realistic  manner,  and  also  in 
expressing  their  joint  judgment  relative  to 
the  broad  framework  of  policies  within  which 
the  solution  to  these  problems  should  be 
worked  out. 

1.  I  have  the  feeling  that  this  objective 
could  be  realized  if,  for  example,  there  should 
be  established  a  joint  Legislative-Executive 
Commission  to  which  such  an  assignment 
would  be  made. 

2.  It  would  be  my  hope  that  such  a  Com¬ 
mission  could  develop  an  agreed-upon  state¬ 
ment  of  policies  to  be  followed  in  this  area 
which  would  be  approved  by  the  Members 
of  both  Houses  of  Congress  and  by  the  Presi¬ 
dent. 
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3.  Such  a  statement  would  provide  the 
foundation  on  which  the  executive  branch 
and  the  legislative  branch  could  develop  pro¬ 
grams  which  would  be  received  with  the  con¬ 
sideration  that  should  be  accorded  them  by 
the  citizens  of  this  country  because  these 
citizens  would  know  that  they  had  the  en¬ 
dorsement  not  only  of  the  executive  branch 
but  also  of  the  elected  representatives  of  the 
people. 

Hearings  Before  the  Subcommittee  on  the 
Air  Force  of  the  Committee  on  Armed 
Services 

(Pp.  239,  264) 

A  Soviet  submarine  attack  would,  however, 
pose  a  great  threat  to  us  after  the  initial 
attack,  because  some  30  percent  of  the  profit¬ 
able  targets  in  the  United  States  lie  within 
150  miles  of  the  shores. 

•  *  *  •  • 

You  may  think  that  170  targets  is  a  very 
small  number,  but  let’s  look  at  the  concen¬ 
tration  of  resources  in  those  target  areas.  If 
we  assume  that  the  Russians  could  push 
home  an  attack  of  only — that  would  put  just 
50  bombs  on  the  target,  and  that  the  bombs 
were  placed  properly,  and  were  of  the  proper 
size,  we  would  destroy  or  at  least  bring  under 
fire  about  40  percent  of  the  population,  50 
percent  of  the  key  facilities,  and  60  percent 
of  the  industry  of  the  United  States,  total. 

•  •  *  •  • 

If  all  170  targets  were  successfully  attacked 
some  55-58  percent  of  the  population  and-  75 
percent  of  the  industry  would  be  brought 
under  fire,  with  disastrous  results.  I  am  sure 
you  all  agree  that  such  an  attack  (deletion 
by  Department  of  Defense  censor)  in  this 
country  would  be  catastrophic. 

General  Partridge.  (Deletion  by  Depart¬ 
ment  of  Defense  censor.)  In  a  few  years. 
Our  capability  is  growing  all  the  time.  As  a 
matter  of  doctrine,  we  believe  that  the  best 
defense  is  a  good  offense,  and  we  believe  that 
our  primary  mission  in  the  Air  Defense  Com¬ 
mand  is  to  defend  the  bases  from  which  the 
Strategic  Air  Command  is  going  to  operate 
(deletion  by  Department  of  Defense  censor). 
We  believe  also  that  we  have  to  provide  a 
reasonable,  an  equitable  protection  for  the 
key  facilities,  the  population  centers,  and  our 
Industry. 

*  *  •  *  • 

We  believe,  however,  that  our  primary  ob¬ 
jective  is  to  convince  the  enemy  that  he 
should  not  attack,  and  if  we  can  deter  the 
enemy  from  attacking  we  have  achieved  a 
100-percent  air  defense. 


Statement  for  the  Military  Operations 
Subcommittee  of  the  Committee  on  Gov¬ 
ernment  Operations  of  the  House  of 
Representatives,  Val  Peterson,  Admin¬ 
istrator 

In  this  connection  I  repeat  there  are  only 
two  essential  principles  with  any  validity 
against  nuclear  weapons ;  Distance  and 
shielding. 

As  far  as  distance  is  concerned  we  have 
two  ways  of  using  distance :  Evacuation,  both 
strategic  and  tactical,  which  I  have  men¬ 
tioned  briefly  in  connection  with  the  survival 
plan  studies,  and  dispersal.  In  talking  of 
dispersal  I  do  not  mean  transplanting  ex¬ 
isting  industry  to  areas  that  may  now  be 
less  vulnerable,  but  simply  that  in  the  fu¬ 
ture  expansions  of  industry  be  placed  so 
as  to  reduce  our  vulnerability.  I  am  con¬ 
vinced  that  recent  enormous  advances  in 
communications  and  transportation  make 
possible  such  dispersal  without  sacrifice  of 
productive  strength. 

In  the  era  of  intercontinental  ballistic 
missiles,  when  our  potential  tactical  warn¬ 
ing  time  will  be  drastically  shortened,  dis¬ 
persal  appears  the  most  effective  pre-attack 
defense  measure. 
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Minutes  of  Press  Briefing  Held  by  the  Hon¬ 
orable  Harold  E.  Talbott,  SECBiirARy  of 
the  Air  Force,  Thursday,  April  28,  1955, 
THE  Pentagon,  Washington,  D.  C. 
Participant:  The  Honorable  Roger  Lewis, 
Assistant  Secretary  of  the  Air  Force  (Ma- 
tcrisl )  • 

The  Press.  Mr.  Secretary,  Congress  has 
never  given  any  endorsement  to  this  dis¬ 
persal  policy,  have  they? 

Secretary  Talbott.  They  have  discussed  it, 
that  is  all. 

The  Press.  Ho  do  you  feel?  Do  you  feel 
you've  got  pretty  good  backing  in  Congress 
if  there  is  going  to  be  any  argument  about 
this? 

Secretary  Talbott.  I  have  talked  to — the 
President  knows  all  about  this  dispersal  and 
is  for  it  and  so  is  Dr.  Flemming,  and  so  is 
Secretary  Wilson.  They  all  have  endorsed 
the  policy  of  dispersal. 

Mr.  McCone.  If  I  could  Inject  a  thought 
there.  Mr.  Secretary.  Congress  through  the 
years  has  appropriated  funds  for  the  activa¬ 
tion  of  any  number  of  plants  which  would 
follow  a  pattern  of  dispersal  such  as  Wichita 
and  Tulsa  and  Marietta. 


[From  the  Atlanta  Constitution  of  April  30, 
1956] 

Industrial  Dispersal  Is  a  “Must”  for 
Defense 

A  recent  extensive  study  of  United  States 
civil  defense  by  a  group  of  leading  citizens 
came  up  with  the  conclusion  that  the  pres¬ 
ent  program  is  worse  than  no  program  at  all. 

While  this  is  a  probable  exaggeration,  there 
is  no  reason  to  rejoice  over  the  progress  that 
has  been  made  in  preparing  this  country  for 
a  possible  atomic  attack.  Needless  to  say, 
this  lack  of  preparation  is  Inviting  needless 
casualties  should  such  an  attack  occur. 

One  of  the  failures,  according  to  the  study, 
is  the  slowness  in  industrial  dispersal.  Otto 
L.  Nelson,  Jr.,  head  of  the  group,  told  a  House 
Government  Operations  Subcommittee  that 
the  Soviets  might  never  attack  if  they  knew 
as  much  as  30  percent  of  United  States  in¬ 
dustry  would  survive  the  first  bombs. 

A  major  goal,  he  emphasized,  should  be  to 
“obtain  a  balanced  30  percent  of  our  gross 
national  production  outside  the  metropolitan 
target  zones.”  This  would  just  about  equal 
all  Soviet  production,  he  said,  and  would 
deter  war. 

Standby  plants  and  a  decentralization  of 
industry  into  lesser  concentrations  is  a  must 
in  any  civil  defense  program.  Such  plans 
have  been  made,  but  the  slowness  in  putting 
them  into  effect  is  proving  a  major  hazard  to 
national  security. 

[From  the  Des  Moines  Register  of 
May  2,  1956] 

Dispersal  of  Vital  Industries 

A  new  battle  over  the  location  of  defense 
plants  is  underway  in  Congress.  It  grows 
out  of  the  expiration  of  the  present  Defense 
Production  Act  and  the  request  for  its  exten¬ 
sion  for  another  2  years. 

Since  development  of  the  atomic  bomb 
and  long-range  bombers,  there  has  never 
been  any  sound  argument  raised  against  the 
case  for  greater  dispersal  of  vital  defense 
plants.  Industry  agrees  that  it  is  needed. 
Labor  agrees  that  it  is  needed.  The  military 
agrees  that  it  is  a  must.  And  Congress  put 
its  stamp  of  approval  on  the  dispersal  policy 
when  it  passed  the  Defense  Production  Act 
now  in  operation. 

Heretofore  the  Government  has  relied 
mainly  upon  persuasion  trying  to  influence 
the  location  of  plants  built  with  Government 
assistance.  But  persuasion  has  not  always 
been  enough. 

Local  community  interests,  business  inter¬ 
ests.  and  political  pressures  have  operated 
at  times  to  balk  some  dispersal  plans. 

Thus,  when  Defense  Mobllizer  Arthur  S. 
Flemming  indorsed  a  proposed  amendment 


that  would  strengthen  the  Government’s 
hand  in  compelling  wider  dispersal  of  vital 
industries,  he  ran  into  vigorous  opposition 
from  several  New  England  Senators. 

The  heavily  industrialized  centers  stand 
to  gain  little  from  dispersal.  They  fear  they 
may  lose  some  of  what  they  have. 

Strongest  support  for  the  strengthening 
amendment  came  from  representatives  of 
the  Rocky  Mountain  States  which  have  little 
Industry. 

In  both  instances  the  Senators  were  Judg¬ 
ing  a  measure,  intended  to  be  in  the  best 
interests  of  the  Nation  as  a  whole,  strictly 
from  the  selfish  interests  of  their  local 
communities. 

That  conflict  of  interest  is  very  likely  to 
prevent  the  granting  of  stronger  powers  to 
the  Government  to  compel  dispersal,  but  it 
is  at  the  same  time  the  best  argument  that 
can  be  made  in  behalf  of  its  adoption. 

[From  the  Tampa  Times,  April  30,  1956] 

Industrial  Dispersal  Policy  Urged  by 
Senator 

Important  and  immediate  planning  Is 
necessary  if  the  United  States  is  to  be  able  to 
withstand  the  initial  blows  of  an  atomic  at¬ 
tack  and  maintain  its  industrial  output  at 
a  high  level. 

With  this  point  in  mind,  Senator  Bennett 
of  Utah  has  offered  a  valuable  amendment 
to  the  Defense  Production  Act.  It  would 
require  all  executive  agencies  and  depart¬ 
ments  to  apply  the  principle  of  dispersal  in 
locating  all  new  industrial  facilities  in  which 
the  Government  renders  financial  assistance. 
The  key  word  in  the  last  sentence  is  “new.” 
Senator  Bennett’s  proposal  would  not  force 
removal  of  existing  industries  from  their 
present  sites,  but  it  would  discourage  fur¬ 
ther  concentration  of  the  Nation’s  industrial 
production  power  in  single  target  sectors. 

Naturally,  representatives  of  the  estab¬ 
lished  industrial  centers — such  as  the  New 
England  States — are  opposed  to  the  amend¬ 
ment.  They  want  nothing  to  inhibit  the 
growth  of  the  already  giant  plants  in  their 
areas.  Yet,  in  taking  this  attitude,  they  are 
placing  the  Nation  in  an  extremely  precari¬ 
ous  fxisitlon. 

Here  is  the  danger  as  Senator  Bennett 
sees  it: 

“Sixty  percent  of  America’s  industrial  pro¬ 
duction  lies  in  a  ‘heartland’  running  from 
Illinois  to  lower  New  England.  With  the 
fall-out  problem  what  it  is,  this  entire  area 
could  be  blanketed  by  destruction. 

“Forty-five  percent  of  the  Nation’s  in¬ 
dustry  is  within  range  of  submarine- 
launched  missiles.” 

It  should  be  noted  here  that  the  Russian 
Navy  has  the  largest  underwater  armada  in 
the  world.  Its  submarine  fleet  is  reported 
at  400,  with  a  production  rate  of  new  sub¬ 
marines  set  at  85  per  year.  Since  the  Rus¬ 
sians  have  little  coastal  area  to  protect  and 
no  shipping  lanes  to  guard,  the  submarine 
fleet  is  clearly  an  attack  force. 

Senator  Bennett  further  observes  that  77 
percent  of  the  Nation’s  total  coke  capacity, 
82  percent  of  its  iron  capacity,  and  73  per¬ 
cent  of  its  ingot  capacity  is  contained  within 
10  districts.  One  H-bomb  exploded  near  the 
center  of  each  district  would  severely  damage 
these  vital  fuel  capacities. 

The  Senator  estimates  that  only  two  H- 
bombs  would  be  needed  to  cut  the  United 
States  steelmaking  capacity  by  one-third; 
4  of  these  weapons  could  destroy  more  than 
40  of  the  petroleum  refining  centers  and 
saturation  nuclear  bombing  of  the  Great 
Lakes  region  could  drastically  cripple  elec¬ 
trical  and  nonelectrical  machinery  produc¬ 
tion. 

These  figures  demonstrate  rather  fright¬ 
eningly  the  vulnerability  of  United  States 
industry  to  an  enemy  attack.  Less  than  a 
dozen  well-placed  H-bombs  could  have  a 
decisive  effect  in  crippling  United  States  in¬ 
dustry.  Since  the  industrial  might  of  a 


nation  is  Its  basic  source  of  strength  in  war 
today,  a  loss  of  this  magnitude  could  spell 
the  difference  between  victory  and  defeat. 

Senator  Bennett  recognizes  that  it  would 
be  impractical  to  attempt  any  mass  dispersal, 
but  his  argument  that  current  targets  should 
not  be  made  larger  makes  good  sense.  He 
simply  suggests,  for  instance,  that  if  an  elec¬ 
trical  machinery  plant  in  the  Great  Lakes 
region  is  considering  enlarging  its  output  by 
constructing  new  facilities,  the  new  facili¬ 
ties  should  be  erected  completely  out  of  the 
present  area. 

The  advantages  of  dispersal  should  be  ap¬ 
parent  to  United  States  Industry  and  many 
already  are  looking  to  other  areas  to  estab¬ 
lish  branch  operations.  The  Air  Corps  has 
adopted  a  policy  similar  to  that  proposed  by 
Senator  Bennett,  but  the  importance  of 
even  this  policy  would  be  greatly  highlighted 
if  Congress  added  its  weight  to  such  a  pro¬ 
gram. 

In  this  regard,  Senator  Bennett  has  said, 
“While  it  is  true  that  the  Executive  has  a 
program  of  industrial  dispersal,  I  believe 
Congress  should  share  in  this  program  by 
affirmatively  stating  its  policy  with  regard 
to  industrial  dispersal.  Our  failure  to  do  so 
in  the  past  has,  in  my  opinion,  reduced  the 
effectiveness  of  the  Executive’s  efforts  in  this 
regard.” 

Certainly,  congressional  endorsement  of 
the  dispersal  policy  would  increase  its  sig¬ 
nificance  and  impress  upon  both  industry 
and  the  Executive  the  necessity  of  adopting 
this  program.  It  is  hoped  that  other  Con¬ 
gressmen  see  the  v;isdom  of  Senator  Ben¬ 
nett’s  proposal  and  give  it  their  whole¬ 
hearted  support. 


Industry  Must  Prepare  for  Atomic  Attack 
(By  Marshall  K.  Wood) 

(Editor’s  Note. — This  article  has  been 
written  by  Mr.  Wood  while  studying  at  the 
Harvard  Graduate  School  of  Public  Admin¬ 
istration  under  a  Rockefeller  public  service 
award,  on  leave  of  absence  from  his  position 
as  Chief  of  the  Mobilization  Planning  Branch, 
Office  of  the  Assistant  Secretary  of  Defense 
(Supply  and  Logistics).  The  views  expressed 
are  his  own,  and  do  not  necessarily  reflect 
the  policy  of  the  Department  of  Defense.) 

This  Nation  faces  a  military  threat  unique 
in  its  history:  An  avowedly  hostile  nation, 
the  Soviet  Union,  with  the  present  capability 
to  attack  and  destroy  our  major  centers  of 
population  and  Industry.  We  do  not  have 
the  power  to  prevent  such  an  attack,  but 
only  to  blunt  it  somewhat  and  perhaps  to 
deter  it  with  the  threat  of  retaliation  in  kind. 
The  effectiveness  of  even  the  retaliatory 
threat  is  in  question,  since  the  bases  from 
which  retaliatory  strikes  would  be  launched 
are  themselves  vulnerable  to  a  sneak  attack; 
they  might  be  crippled  before  they  could  get 
into  operation.  A  measure  of  short-run  pro¬ 
tection  may  be  achieved  by  Improved  air  de¬ 
fense  and  by  the  construction  of  more  and 
better  dispersed  bases  for  our  retaliatory 
forces. 

An  even  greater  threat  is  on  the  horizon: 
The  development  of  intercontinental  ballistic 
missiles  with  hydrogen  warheads  which 
would  travel  so  fast  that  neither  adequate 
warning  nor  effective  interception  appears 
possible.  The  possession  of  such  weapons 
would  give  a  ruthless  aggressor  a  tremen¬ 
dous  advantage.  The  only  defenses  against 
these  weapons  appear  to  be  the  creation  of 
a  mobile  retaliatory  force,  which  could  main¬ 
tain  the  threat  of  retaliation  in  kind  despite 
a  sneak  attack;  and  Industrial  dispersal,  to 
Increase  the  probability  that  a  sufficient, 
balanced  industrial  capability  would  remain 
after  attack  to  support  continued  effective 
combat  operations  while  meeting  minimum 
needs  of  the  surviving  population. 

Fortunately,  it  is  probably  feasible  to  cre¬ 
ate  such  defenses  within  the  5  to  10  years 
that  may  remain  before  substantial  quan- 
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titles  of  intercontinental  ballistic  missiles 
are  produced.  Business  and  Industrial  lead¬ 
ers  have  a  special  stake  in  these  problems — • 
not  only  for  the  sake  of  their  own  survival 
and  their  interest  as  citizens  and  taxpayers, 
but  because  a  major  part  of  the  possible  re¬ 
medial  action  is  in  their  hands. 

CHALLENGE  TO  INDUSTRT 

If  these  defenses  are  to  be  created,  busi¬ 
nessmen  must,  in  collaboration  with  the  Fed¬ 
eral  Government,  take  major  responsibility 
for  better  dispersal  and  relocation  of  Indus¬ 
tries  essential  to  national  survival  and  retal¬ 
iation  after  atomic  attack;  for  planning  the 
use  of  existing  dispersed  small  plants  to  meet 
military  and  vital  civilian  needs  in  the  event 
of  destruction  of  major  metropolitan  areas: 
and  for  the  assembly  of  industrial  data  and 
development  of  procedures  for  rapid  pre¬ 
attack  and  postattack  assessment  of  damage, 
postattack  reprograming,  and  production 
control. 

The  element  of  Initiative  is  vital.  Man¬ 
agement’s  role  cannot  be  considered  a  pas¬ 
sive  one;  “going  along”  with  Government 
leadership  is  not  enough.  For  reasons  which 
will  appear  later,  much  of  the  job  can  be  done 
only  by  Industry. 

Here  are  the  main  propositions  I  shall 
discuss ; 

We  must  face  up  to  the  very  real  possi¬ 
bility  that  the  best  military  measures  we  can 
take  may  not  be  an  effective  deterrent  to 
Soviet  attack. 

A  successful  attack  against  our  50  largest 
metropolitan  areas  would  devastate  over  60 
percent  of  total  manufacturing  production, 
and  over  70  percent  of  production  of  the 
critical  hard  goods  industry.  Actually  the 
effect  on  production  would  be  even  more  se¬ 
vere  because  of  imbalances  and  bottlenecks, 
at  least  as  our  industrial  pattern  now  exists. 

There  are  many  things  we  can  do,  both  in 
the  short  and  the  long  run,  to  Increase  our 
capability  to  survive  and  fight  after  atomic 
attack.  Fundamentally  there  axe  two  jobs 
to  be  done : 

1.  We  must  set  up  administrative  ma¬ 
chinery  which  would  permit  us  to  make  the 
best  possible  use  of  the  human  and  material 
resources  remaining  after  attack. 

2.  We  must  seek  a  geographical  redistribu¬ 
tion  of  our  resources,  with  particular  empha¬ 
sis  on  achieving  such  a  balance  of  industry 
in  dispersed  areas  as  will  most  nearly  corre¬ 
spond  to  our  postattack  requirements. 

These  tasks  are  equally  urgent  and  should 
be  done  in  parallel;  to  this  end  there  are  a 
number  of  new  techniques  and  concepts 
that  will  be  helpful. 

MILITARY  THREAT 

A  great  deal  is  being  written  about  the  era 
of  “atomic  plenty,”  and  the  “nuclear  stale¬ 
mate”  which  is  thought  to  have  arrived  with 
it.  President  Eisenhower  says  that  there  is 
no  longer  any  alternative  to  peace;  and  this 
can  hardly  be  questioned  from  the  United 
States  standpoint.  It  takes  two  to  make 
peace,  however,  and  Mr.  Molotov  now  holds, 
or  purports  to  hold,  a  different  view;  he  says 
that  nuclear  war  would  destroy  the  United 
States,  but  not  the  Soviet  Union.  This  may 
be  only  propaganda,  but  we  can  hardly  afford 
to  dismiss  it  as  such  without  a  hard  look  at 
the  question  of  whether  approximate 
equality  in  nuclear  weapons  will,  in  fact, 
necessarily  produce  ,a  stalemate. 

Atomic  plenty 

We  have  been  told  officially  that  nuclear 
weapons  have  achieved  virtually  conven¬ 
tional  status  in  all  our  armed  services. 
Senator  Symington,  former  Secretary  of  the 
Air  Force  and  now  a  member  of  the  Armed 
Services  Committee,  said  in  a  Senate  speech 
last  summer  that  there  was  no  longer  any 
shortage  of  nuclear  material,  and  that  it  was 
then  possible  to  manufacture  both  H-bombs 
and  A-bombs  inexpensively  and  in  great 
volume. 


But  as  President  Elsenhower  recently 
pointed  out,  even  if  the  United  States  main¬ 
tains  its  lead  in  numbers  of  atomic  weapons, 
it  will  be  of  little  significance  after  the 
Soviet  Union  has  enough  to  serve  its  pur¬ 
poses.  “If  you  get  enough  of  a  particular 
type  of  weapon,”  he  remarked  at  a  news 
conference,  “I  doubt  that  it  is  particularly 
Important  to  have  a  lot  more.” 

What  about  the  capability  to  deliver 
atomic  bombs  to  targets  a  quarter  of  the 
way  around  the  world?  The  United  States 
is  said  to  have  more  than  1,000  6-engine 
B-47  medium  jet  bombers,  which  presum¬ 
ably  can  reach  almost  any  point  in  the  Soviet 
Union  from  advanced  bases  in  Alaska,  Green¬ 
land,  England,  Spain,  North  Africa,  the 
Middle  East,  Okinawa,  or  Japan;  or,  with 
aerial  refueling,  from  bases  in  the  contin¬ 
ental  United  States.  In  addition,  we  are 
now  building  a  smaller  fleet  of  8-englne  B-52 
heavy  jet  bombers  which  presumably  can 
reach  most  parts  of  the  Soviet  Union  from 
bases  in  the  United  States  without  refueling 
(to  replace  our  B-36’s,  which  are  soon  going 
to  be  obsolescent). 

We  also  have  a  number  of  strategic  fighter 
wings,  which  will  be  equipped  to  carry  atomic 
bombs.  In  all,  the  Strategic  Air  Command 
(SAC)  portion  of  the  137-wing  Air  Force 
will  comprise  54  wings,  of  30  to  75  aircraft 
each.  We  can  likewise  count  on  a  growing 
number  of  Navy  carrier  air  groups  designed 
to  carry  atomic  bombs. 

The  Soviets  are  building  T-39’s,  compar¬ 
able  in  size,  shape,  arid  presumably  in  per¬ 
formance  to  our  B-47’s.  And  at  the  1954 
May  Day  celebration  they  fiew  a  new  heavy 
bomber,  the  T-37,  comparable  in  size  to  our 
B-52  but  having  only  4  jet  engines  Instead 
of  8.  Some  observers  concluded  that  the 
T-37  must  have  engines  of  twice  the  power  of 
any  yet  designed  in  the  United  States;  if  this 
is  a  correct  deduction,  it  would  certainly 
have  substantially  better  range  and  per¬ 
formance.  Most  observers  agree,  however, 
that  the  backbone  of  the  Soviet  strategic 
air  force  is  still  the  TU-4,  a  copy  of  our 
B-29,  of  which  they  are  thought  to  have 
more  than  1,000.  These  planes  are  probably 
capable  of  attacking  most  parts  of  the  United 
States  on  one-way  missions  only,  but  the 
Soviets  probably  would  not  hesitate  to  send 
them  on  one-way  missions  if  it  served  their 
purpose. 

Air  defense  penetrable 

To  get  the  bombs  to  the  target,  the 
bombers  have  to  break  through  the  air  de¬ 
fense  forces.  About  3  years  ago.  General 
Vandenberg,  then  Chief  of  Staff  of  the  Air 
Force,  said  that  in  his  judgment  at  least 
70  percent  of  any  enemy  bomber  force  at¬ 
tacking  the  United  States  would  get  through 
to  its  targets.  Despite  improvements  in  the 
air  defense  system.  General  Twining,  the 
present  Air  Force  Chief  of  Staff,  reaffirmed 
about  a  year  ago  that  at  least  70  percent 
would  probably  still  get  through.  A  leading 
air  defense  scientist  has  recently  stated  that 
it  would  be  possible  to  build  an  air  defense 
system  which  would  knock  down  50  percent 
of  an  attacking  force  if  a  great  deal  more 
money  were  spent  on  it  than  is  presently 
contemplated. 

Concerning  the  Soviet  Union  air  defense 
capability.  General  Twining  in  his  testimony 
before  the  House  Appropriations  Subcommit¬ 
tee  in  February  1954  said: 

“The  Soviets  have  continued  their  great 
effort  to  build  up  an  air  defense  system. 
They  have  completed  replacement  of  piston 
fighters  with  jet  fighters  and  are  continuing 
to  make  improvements  in  their  jet  fighters. 
There  has  been  a  rapid  expansion  of  the 
early-warning,  ground-controlled  intercept 
radar  coverage  with  improved  modern  equip¬ 
ment.  Of  major  importance  has  been  the 
integration  of  the  satellite  air  forces  into 
an  efficient  organizational  structure  for  the 
over-all  Soviet  bloc  air  defense  system.” 


But  In  their  case,  as  in  ours,  the  defense 
Is  penetrable.  As  General  Twining  went  on 
to  say; 

“By  employing  the  principle  of  mass  satu¬ 
ration  of  the  enemy’s  defenses,  utilization  of 
cloud  covfer,  altitude  and  hours  of  dark¬ 
ness,  the  present  striking  force  can  pene¬ 
trate  the  enmey’s  defenses  with  acceptable 
losses.” 

Admiral  Straus,  Chairman  of  the  Atomic 
Energy  Commission,  said  that  one  H-bomb 
could  destroy  any  metropolitan  area.  Near¬ 
ly  half  the  population  of  the  United  States 
lives  in  100  metropolitan  areas;  over  60  per¬ 
cent  of  the  industrial  capacity  of  the  United 
States  is  located  in  50  metropolitan  areas. 
Probably  the  distribution  of  population  and 
industry  in  the  Soviet  Union  Is  not  far  dif¬ 
ferent,  although  the  proportion  of  both 
population  and  industry  in  large  cities  may 
be  somewhat  smaller.  But  even  if  air  de¬ 
fense  capability  were  improved  to  the  point 
were  50  percent  of  the  attacking  bombers 
were  shot  down,  only  a  few  hundred  air¬ 
craft-small  fraction  of  those  available — 
would  be  needed  to  destroy  half  of  either 
the  United  States  or  the  Soviet  Union. 

It  is  clear  that  each  of  the  two  nations 
now  has  the  capability  of  largely  destroy¬ 
ing  the  other. 

No  atomic  stalemate 

Does  this  make  an  atomic  stalemate?  ’The 
United  States  clearly  will  not  initiate  a  pre¬ 
ventive  war  against  the  Soviet  Union;  no 
matter  how  desirable  that  might  be  from 
the  standpoint  of  cold  military  logic,  it  would 
be  constitutionally,  politically,  and  morally 
impossible  for  us  to  do  so.  It  seems  equally 
clear  that  the  rulers  of  the  Soviet  Union 
would  not  attack  the  United  States  if  they 
expected  that  the  Soviet  Union  would  be 
annihilated  as  a  result— at  least,  not  un¬ 
less  their  situation  were  so  desperate  that 
general  chaos  seemed  attractive  to  them. 
(It  is  conceivable  that  such  a  situation 
might  sometime  arise,  bult  it  seems  hardly 
likely  in  the  near  future.)  But  would  a 
Soviet  attack  on  the  United  States  neces¬ 
sarily  lead  to  Soviet  annihilation  if  the  ini¬ 
tial  Soviet  attack  were  directed  primarily 
against  SAC  bases  instead  of  cities? 

'The  key  to  this  question  is  whether  or 
not  we  could  expect  to  get  enough  warn¬ 
ing  of  attack  to  get  our  SAC  aircraft  loaded 
with  atomic  bombs  and  into  the  air  before 
the  Soviet  aircraft  reached  their  bases.  This 
is  the  major  risk  that  the  Soviets  would  have 
to  weight  in  contemplating  an  atack  on  the 
United  States.  Our  advance  bases  overseas 
could  not  expect,  considering  their  locations, 
to  get  more  than  a  few  minutes’  to  an  hour’s 
warning,  which  is  hardly  likely  to  be  enough 
to  get  the  planes  loaded  and  into  the  air, 
if  there  should  happen  to  be  planes  on  the 
bases  at  the  time.  By  contrast,  the  SAC 
bases  in  the  United  States  might  have  up 
to  several  hours’  warning:  this  should  be 
sufficient  to  get  all  serviceable  planes  into 
the  air,  but  might  not  be  sufficient  to  get 
them  loaded  with  bombs.  And  the  planes 
operating  from  bases  in  this  country  would 
have  a  limited  capability  if  their  advance 
overseas  bases  had  been  destroyed. 

The  number  of  SAC  bases  has  not,  of 
course,  been  publicly  disclosed:  but  it  is 
apparent,  from  the  fact  that  most  of  the 
wings  are  doubled  up,  two  on  a  single  base, 
that  there  are  fewer  home  bases  than  wings. 
Including  the  advanced  bases  overseas,  there 
can  hardly  be  more  than  100  bases  in  all, 
and  perhaps  considerably  less.  If  the  Soviet 
air  force  could  destroy  these  bases  in  an 
initial  attack,  the  Soviet  Union  might  largely 
escape  damage  from  a  retaliatory  strike  by 
the  United  States.  On  the  basis  of  the 
available  information,  it  is  hard  to  escape 
the  conclusion  that  the  Soviets  may  now 
have  the  capability  to  make  a  decisive  sneak 
attack,  and  might  retain  it  even  In  the  face 
of  considerably  Increased  American  air  de¬ 
fense  capability. 
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Certainly,  on  the  strength  of  official  public 
statements  from  Washington  about  our  air 
defense,  the  Soviet  rulers  have  adequate 
grounds  for  thinking  they  have  such  a  capa¬ 
bility;  and  the  thing  that  matters  most  is 
not  whether  they  have  it,  but  whether  they 
think  they  have  it. 

If  the  Soviets  should  attack  us,  they  would 
of  course  try  first  to  destroy  our  SAC  bases. 
To  that  extent,  the  major  portion  of  the 
initial  military  effort  would  be  directed 
against  purely  military  targets — which  would 
be  something  of  a  paradox  in  an  age  char¬ 
acterized  by  weapons  of  almost  Inconceivable 
destructiveness. 

At  the  same  time,  any  striking  power 
beyond  that  needed  to  destroy  the  SAC  bases 
would  probably  be  directed  at  those  areas 
vital  for  our  continuing  retaliatory  power: 
the  large  cities  with  civilian  airports  (from 
which  the  SAC  bombers  that  got  into  the  air 
before  the  attack  could  operate),  and  the 
major  port  cities  (from  which  we  could  sup¬ 
ply  or  reinforce  NATO  forces  In  Europe). 
Or  these  might  be  the  targets  of  an  imme¬ 
diate  second  wave  of  aircraft.  Also,  the 
destruction  of  coastal  cities  could  be  accom¬ 
plished  by  detonation  of  bombs  concealed  in 
tramp  steamers  or  by  missiles  launched  from 
submarines,  as  well  as  by  bombs  dropped 
from  aircraft.  Although  such  missiles  would 
probably  not  be  very  accurate,  they  would 
not  have  to  be  more  accurate  than  the  World 
War  II  V-2’s,  considering  the  radius  of  de¬ 
struction  of  the  hydrogen  warhead,  in  order 
to  have  a  good  probability  of  destroying  a 
metropolitan  area. 

Thus,  this  situation  seems  very  far  from  a 
stalemate,  but  is  rather  one  in  which  a  very 
great,  and  possibly  decisive,  advantage  would 
be  gained  by  the  nation  that  made  the  first 
atomic  strike. 

Retaliatory  power 

What  actions  can  we  take  to  mitigate  this 
intolerable  threat?  The  distant  early 
warning  line,  soon  to  be  constructed  along 
the  Arctic  shore  of  Canada  and  Alaska,  to¬ 
gether  with  the  airborne  and  shipborne  ex¬ 
tensions,  may  when  completed  provide  a  good 
chance  that  we  would  get  enough  warning  of 
an  attack  to  permit  SAC  to  get  its  planes 
loaded  and  on  their  way  for  at  least  one 
retaliatory  strike  before  its  bases  could  be 
destroyed.  This  might  or  might  not  act  as 
an  adequate  deterrent.  And  there  are  ad¬ 
mittedly  many  gaps  in  the  radar  screen 
where  an  enemy  force  might  slip  through 
undetected.  To  provide  reasonable  assur¬ 
ance  of  a  continuing  combat  capability,  it 
would  certainly  be  necesary  to  build  addi¬ 
tional  dispersed  SAC  bases,  and  to  improve 
the  kill  percentage  of  the  fighter  and  anti¬ 
aircraft  missile  defense  forces. 

Against  intercontinental  ballistic  missiles, 
however,  neither  effective  warnings  nor  de¬ 
fense  appears  possible.  Even  an  equal  or 
greater  ability  on  our  part  to  retaliate  in 
kind  would  not  necessarily  be  an  adequate 
deterrent,  since  our  missile  launching  sites 
might  be  destroyed  in  a  sneak  attack,  leav¬ 
ing  us  little  chance  of  retaliation  because  of 
the  shortness  or  absence  of  a  warning  period. 

Moreover,  the  Soviets  would  have  a  further 
advantage  because  of  the  relative  ease  with 
which  they  could  locate  our  missile  launch¬ 
ing  sites,  in  comparison  with  the  difficulty 
which  we  would  have  in  locating  theirs.  To 
maintain  an  effective  counterthreat  we  would 
need  retaliatory  forces  which  were  continu¬ 
ously  moving  in  an  unpredictable  course. 
Such  forces,  if  they  could  be  created,  would 
be  invulnerable  to  attack  by  ballistic  mis¬ 
siles,  whose  aiming  point  is  fixed  prior  to 
the  moment  of  launching.  The  Navy  is  now 
developing  sea-based  and  ship-serviced  jet 
bombers  which  might  provide  such  a  force. 
Even  better,  if  feasible,  would  be  the  devel¬ 
opment  of  long-range  missiles  launched  from 
ships  or  submarines. 

The  fact  remains  that  there  is  a  substan¬ 
tial  chance  that  the  best  military  measures 


we  can  take  may  not  be  an  effective  deter¬ 
rent  to  Sovidt  attack.  If  they  are  not,  and 
an  atomic  attack  is  made,  would  we  then 
surrender  and  accept  Communist  domina¬ 
tion?  Or  is  it  possible  that  we  could  and 
would,  even  assuming  mutual  destruction 
of  a  major  part  of  both  United  States  and 
Soviet  hvunan  and  material  resources,  still 
put  up  a  fight  for  the  maintenance  of  a  free 
society  in  the  world? 

There  are  many  things  we  can  do,  both  in 
the  short  and  the  long  run,  to  increase  our 
capability  to  survive  and  fight  even  after 
atomic  attack.  If  we  resolutely  face  the 
problem,  we  may  be  able  to  accomplish  these 
actions  in  time.  And  if  we  do,  the  knowl¬ 
edge  that  we  are  prepared  to  continue  to 
fight  even  after  a  crippling  initial  strike  may 
serve  as  a  substantial  additional  deterrent  to 
attack. 

CONSEQUENCES  OP  ATTACK 

What  effects  would  the  probable  Soviet 
weapons  have  in  an  attack  on  the  United 
States? 

The  last  United  States  H-bomb  has  been 
variously  reported  to  have  a  yield  of  from 
8  to  17  megatons.  (A  megaton  is  an  energy 
release  equivalent  to  that  produced  by  1  mil¬ 
lion  tons  of  TNT.)  Val  Peterson,  Federal 
Civil  Defense  Administrator,  has  mentioned 
the  probability  of  H-bombs  of  40,  50,  or  60 
megatons. 

Weapon  effects 

The  blast  and  thermal  radiation  effects  of 
the  H-bomb  are  presumably  similar  to  those 
of  the  A-bomb,  though,  of  course,  greater 
because  of  the  difference  in  yield.  The  fall¬ 
out  effect  poses  a  distinct,  additional  hazard. 

The  handbook,  the  Effects  of  Atomic  Weap¬ 
ons,  prepared  by  the  Atomic  Energy  Commis¬ 
sion  and  published  in  1950,  provides  basic 
figures  on  the  blast  and  thermal  radiation 
effects  of  A-bombs  and  gives  formulas  for 
extrapolating  for  weapons  of  different  yield, 
which  presumably  can  be  applied  to 
H-bombs.  As  for  the  hazard  to  personnel 
from  radioactive  fallout,  that  was  carefully 
described  in  the  recent  public  announce¬ 
ment  of  the  AEC : 

“Blast :  The  effects  of  blast  are  summarized 
in  exhibit  I  for  weapons  of  20  and  50  mega¬ 
tons.  It  will  be  seen  that  a  150-percent  in¬ 
crease  in  yield  produces  only  about  a  36-per¬ 
cent  increase  in  radius  of  destruction.  The 
radius  of  destruction  increases  approximately 
as  the  cube  root  of  the  increase  of  yield. 

“Thermal  radiation:  The  tremendous  heat 
radiated  from  A-bombs  is  a  comparatively 
negligible  cause  of  damage  to  structures,  in 
view  of  the  fact  that  blast  damage  extends  to 
a  greater  distance.  (The  radiated  heat  may 
be  a  major  cause  of  casualties  to  people 
caught  without  shelter,  however.)  But  the 
intensity  of  radiation  does  not  decrease  with 
distance  as  rapidly  as  does  blast  pressure. 
Thus  it  seems  probable  that  the  heat  radi¬ 
ated  by  an  H-bomb,  with  its  greater  yield, 
would  start  fires  at  greater  distances  than 
those  at  which  structures  would  be  destroyed 
or  severely  damaged  by  blast.  This  would  be 
especially  true  when  the  air  is  clear,  dry,  and 
free  from  dust  and  smoke.  The  effects  of 
thermal  radiation  on  structures  can  be 
greatly  reduced  by  painting  them  a  light 
color,  or  otherwise  increasing  their  reflec¬ 
tivity.  Also,  the  Army  Chemical  Corps  has 
reported  that  artificial  smokescreens  could 
be  used  to  absorb  some  of  the  radiation. 

“Fallout  hazard:  Following  the  March 
1954  test  at  Bikini,  fallout  of  lethal  in¬ 
tensity  was  deposited  in  a  cigar-shaped  area 
extending  downwind  from  the  explosion 
about  140  miles,  and  as  much  as  20  miles 
wide.  Fallout  of  lower  intensity,  possibly 
lethal  in  some  cases,  extended  about  220 
miles  downwind,  and  about  20  miles  cross- 
wind  and  upwind,  for  a  total  of  about  7,000 
square  miles  of  contaminated  area. 

“Reasonably  adequate  protection  from 
fallout  may  be  obtained,  however,  by  taking 
cover  in  an  ordinary  basement,  or  digging  a 


trench,  and  remaining  undercover  for  sev¬ 
eral  days  (or  perhaps  a  week  in  the  most 
heavily  contaminated  areas) .  Even  an  ordi¬ 
nary  house  would  provide  some  shelter,  espe¬ 
cially  one  of  brick  or  masonry.  Since  the 
fallout  does  not  normally  start  to  come 
down  for  an  hour  or  so  after  the  explosion, 
it  should  be  possible  for  most  persons  who 
escaped  injury  from  the  blast  and  thermal 
effects  to  take  cover  effectively  sheltering 
them  from  fallout  injury. 

“A  much  more  effective  program  of  public 
education  and  much  more  widespread  con¬ 
struction  of  shelters,  both  in  homes  and  in 
industrial  facilities  and  public  buildings, 
seems  essential  to  minimize  casualties  from 
fallout.  If  such  actions  are  taken,  fallout 
need  not  be  a  major  source  of  casualties, 
though  it  would  almost  certainly  result  in 
paralyzing  normal  economic  activity  for  a 
period  of  weeks,  at  least,  over  very  wide 
areas.” 

Cumulative  damage 

Now,  what  about  the  cumulative  damage 
to  our  human  and  material  resources? 

Exhibit  II  (chart  not  printed)  shows  the 
percentages  of  our  total  population  and  total 
industry  which  were  located  in  metropolitan 
areas,  in  order  of  size,  at  the  time  of  the 
last  census. 

Counting  one  bomb  to  a  metropolitan  area, 
and  assuming  no  warning,  we  see  that  an 
enemy  could  destroy  30  percent  of  our  popu¬ 
lation  with  15  H-bombs  and  43  percent  with 
50. 

If  everyone  in  our  50  largest  metropolitan 
areas  were  killed,  our  population  would  be 
reduced  to  about  the  level  of  1916.  However, 
there  is  a  good  chance  that  a  considerable 
portion  of  the  urban  population  could  be 
evacuated,  so  that  the  loss  need  not  be  this 
high. 

Manufacturing  production  is  much  more 
highly  concentrated  than  population,  and 
hard  goods  production  is  more  highly  con¬ 
centrated  than  manufacturing  as  a  whole. 
Over  30  perceiit  of  our  total  industrial 
production  comes  from  5  metropolitan  areas; 
15  metropolitan  areas  produce  45  percent 
of  all  manufactured  goods  and  52  percent  of 
hard  goods;  50  metropolitan  areas  produce 
62  percent  of  our  total  manufacturing  out¬ 
put  and  72  percent  of  our  hard  goods  out¬ 
put. 

However,  our  industrial  production  has 
been  growing  much  more  rapidly  than  our 
population,  so  that  despite  the  greater  con¬ 
centration,  loss  of  50  metropolitan  areas 
would  would  still  leave  us  with  undamaged 
plants  which  are  now  producing  goods  equal 
to  our  total  production  In  1934,  as  contrasted 
with  a  population  equal  to  that  of  1916. 
Of  course,  as  our  industry  is  now  distributed, 
it  is  likely  that  much  of  the  undamaged  ca¬ 
pacity  would  be  immobilized  because  of  de¬ 
pendence  upon  particular  critical  materials 
or  components  produced  largely  or  exclu¬ 
sively  in  the  large  metropolitan  areas.  But 
this  is  a  situation  we  can  rectify. 

Industrial  bottlenecks 

What  could  we  do  in  an  emergency  with 
the  portion  of  our  resources  which  might  be 
left  after  an  attack?  Tlie  overall  situation 
need  not  be  hopeless  if  we  prepare  for  it. 

The  big  problem,  of  course,  is  that  the  por¬ 
tion  of  our  resources  which  remain  undam¬ 
aged  would  be  very  badly  balanced  in  terms 
of  the  relative  capacity  of  different  indus¬ 
tries  required  to  produce  the  kinds  of  things 
we  would  need  in  order  to  survive  and  con¬ 
tinue  fighting. 

This  problem  is  illustrated  in  exhibit  III 
(chart,  not  printed),  which  shows  the  dis¬ 
tribution  of  total  production  in  the  50  largest 
metropolitan  areas  for  the  instruments,  elec¬ 
trical  machinery,  fabricated  metal  products, 
chemicals,  and  (for  contrast)  the  textile  in¬ 
dustry  groups.  The  instrument  Industry  is 
the  most  highly  concentrated  of  any  major 
industry  group  (defined  as  the  two-digit 
level  of  the  standard  industrial  classifica- 
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tion),  with  52  percent  of  United  States  pro¬ 
duction  in  3  cities,  69  percent  in  10  cities,  and 
80  percent  in  25  cities.  The  textile  industry 
group  is  the  least  concentrated.  Unfortu¬ 
nately,  the  industries  we  would  need  most  for 
survival  and  retaliation  in  a  post-attack 
period  are  rather  highly  concentrated. 

A  further  breakdown  by  products  is  shown 
in  exhibit  IV.  Note  that  if  an  aggressor 
selected  targets  primarily  on  the  basis  of 
damage  he  could  do  to  production  of  specific 
items,  it  would  be  possible,  for  example,  to 
wipe  out  54  percent  of  rubber  production 
by  destroying  the  10  largest  metropolitan 
areas  for  that  particular  type  of  production; 
while  if  the  10  largest  areas  for  all  types  of 
production  were  selected  as  targets,  29  per¬ 
cent  of  rubber  production  would  be  included 
in  the  attack.  Although  an  attack  aimed  at 
the  largest  cities  in  terms  of  all  types  of  pro¬ 
duction  would  also  serve  to  cripple  a  roughly 
corresponding  amount  of  the  production  of 
many  specific  items,  it  might  be  feasible  for 
an  aggressor  to  pinpoint  his  attack  on  some 
of  the  more  critical  items  with  even  greater 
effectiveness.  (All  these  production  figures 
are  from  the  last  census  of  manufacturers  in 
1947;  the  new  1954  figures  are  not  yet  avail¬ 
able,  but  soon  will  be.) 

By  comparing  such  data  for  individual  in¬ 
dustries  and  products  with  the  requirements, 
industry  by  industry,  to  support  the  most 
vital  military  and  civilian  needs  after  attack, 
it  should  be  possible  to  determine  the  par¬ 
ticular  industries  and  products  which  are 
most  likely  to  become  bottlenecks.  (These 
are  not  likely  to  be  the  same  as  under  con¬ 
ditions  of  all-out  production  for  a  general 
war  without  domestic  bomb  damage.  Thus, 
there  would  be  much  heavier  requirements 
for  repair  and  reconstruction  of  damaged 
facilities,  both  military  and  civilian,  and 
probably  much  lighter  demand  for  some  mili¬ 
tary  products,  such  as  Infantry  weapons  and 
ammunition.)  Such  analyses  would  provide 
a  realistic  basis  for  advance  preparations. 

MAKING  PLANS 

We  can  takea  number  of  steps  to  improve 
our  short-run  capability  to  survive  an 
atomic  attack  and  continue  effective  combat 
operations.  We  need  to  do  the  following: 

1.  Develop  procedures  for  estimating  the 
overall  effect  which  various  different  kinds  of 
possible  attacks  would  have  on  our  industrial 
production  capability. 

2.  Formulate  new  strategic  plans,  approx¬ 
imately  consistent  with  potential  post¬ 
attack  Industrial  production  capabilities,  and 
translate  these  plans  into  production  re¬ 
quirements  for  specific  products. 

3.  Undertake  detailed  mobilization  pro¬ 
duction  planning  with  individual  plants  in 
order  to  insure  that  the  specific  items  we 
would  need  can  be  produced  up  to -the  limit 
of  the  overall  post-attack  production  capa¬ 
bility. 

4.  Devise  methods  for  rapid  post-attack 
assessment  of  actual  damage,  and  for  deter¬ 
mining  quickly  the  size  and  character  of  the 
military  program  which  available  resources 
would  i>ermit  us  to  undertake. 

5.  Think  through  and  blueprint  in  ad¬ 
vance  the  kind  of  industrial  production  con¬ 
trol  techniques  which  we  would  need  to 
get  the  undamaged  portions  of  the  economy 
working  again  quickly  after  an  attack. 

Estimating  damage 

The  only  feasible  method  of  preattack 
damage  estimation,  and  the  easiest  and 
quickest  method  of  post-attack  damage 
assessment,  is  to  have  data  on  the  character¬ 
istics  and  location  of  resources  collected  in 
advance  and  plotted  in  accordance  with 
some  kind  of  common  geographic  reference 
system  for  the  surface  of  the  United  States — 
such  as  the  Universal  Transverse  Mercator 
grid,  a  rectangular  coordinate  system  which 
Is  already  used  by  the  military  services  for 
other  purpKjses.  Then  a  specified  attack 
pattern  (anticipated  or  actual)  can  be  plot¬ 


ted  on  the  same  system,  and  the  specific 
damage  can  be  computed. 

The  application  of  such  a  system  of  dam¬ 
age  assessment  is  perhaps  best  Illustrated  for 
manufacturing  Industries,  although  it  is 
equally  applicable  to  other  resources: 

There  are  about  280,000  manufacturing 
establishments  in  the  United  States,  but 
about  80  percent  of  their  total  output  is 
produced  by  the  10  percent  of  the  com¬ 
panies  which  have  over  100  employees.  It 
would  be  a  fairly  strightforward  matter  to 
determine  the  coordinates  of  each  of  these 
28,000  plants  in  accordance  with  the  stand¬ 
ard  grid  system,  working  from  the  manu¬ 
facturing  location  address  given  on  the 
Census  of  Manufactures  schedules.  Census 
data  on  production  and  employment  could 
then  be  associated  with  these  coordinates. 

If  an  attack  pattern  were  specified  in  terms 
of  the  coordinates  of  the  points  at  which  the 
bombs  were  dropped,  the  distance  of  each 
plant  from  each  bomb  could  then  be  calcu¬ 
lated  by  simple  arithmetic.  The  approxi¬ 
mate  extent  of  damage  to  each  plant  could 
then  be  derived  from  the  computed  distance 
to  the  nearest  bomb  and  from  the  energy 
yield  of  the  bomb.  The  data  on  production 
and  employment  could  then  be  summarized 
by  specific  industry  and  product,  by  class  of 
damage.  If  all  the  necessary  data  were  pre¬ 
pared  in  advance  and  maintained  on  mag¬ 
netic  tape  accessible  to  a  large-scale  elec¬ 
tronic  computer  such  as  the  Univac,  the 
entire  computation  for  one  attack  pattern 
could  be  performed  in  a  few  hours. 

More  detailed  information  is  needed  as  to 
the  type  of  construction  of  plants  (including 
the  reflectivity  of  building  exteriors),  since 
this  may  make  a  considerable  difference  in 
the  extent  of  damage  to  plants  at  the  outer 
edge  of  the  blast  area.  Ideally,  such  data 
on  all  industrial  plants  with  over  100  em¬ 
ployees  should  be  collected  and  introduced 
into  the  damage  assessment  procedure.  In 
the  absence  of  such  data,  however,  it  should 
still  be  possible  to  get  useful  results  by  as¬ 
suming  that  each  plant  conforms  to  the  aver¬ 
age  type  of  construction  in  the  industry 
group  in  which  it  is  classified. 

The  fact  that  census  data  apply  only  to 
current  production  of  particular  products 
rather  than  to  capability  (for  more  of  the 
same  products  or  for  different  products) 
means  that  more  precise  information  is  also 
needed  from  Industry  as  to  how  much  of 
what  it  could  produce  when  operating  to 
meet  an  all-out  emergency. 

It  should  be  feasible  for  plant  managers  to 
estimate  the  total  capacity  of  a  plant  ex¬ 
pressed  as  its  maximum  potential  employ¬ 
ment.  Capacity  for  particular  products 
could  be  expressed  in  physical  units,  such  as 
number  or  weight,  where  the  product  classes 
were  relatively  homogeneous,  or  in  terms  of 
value  where  the  product  classes  are  more 
heterogeneous.  The  relation  of  capacity  for 
individual  product  classes  to  total  capacity 
could  be  roughly  measured  by  the  radio  of 
employment  needed  for  each  product  to  the 
maximum  potential  employment  at  the  plant 
when  operating  at  capacity.  (The  technique 
of  estimating  capacity  in  terms  of  maximum 
potential  employment  was  used  with  fair 
success  by  the  Bureau  of  Labor  Statistics  dur¬ 
ing  the  Korean  war.) 

New  mobilization  plan 

Assuming  that  a  workable  procedure  for 
damage  assesment  is  available,  then  the  next 
step  is  to  develop  a  realistic  military  mobili¬ 
zation  plan,  consistent  with  the  probable 
postattack  availability  of  resources. 

Previous  mobilization  plans  have  generally 
been  based  on  the  assumption  of  a  rapid  ex¬ 
pansion  of  the  military  forces  and  the  sup¬ 
porting  industrial  production  over  a  period 
of  years  after  the  start  of  a  war.  In  fact, 
the  requirements  derived  from  these  plans 
often  exceeded  the  estimated  total  national 
industrial  production  capacity,  even  without 
talting  any  bomb  damage  into  account. 


Thus  it  was  found  necessary  3  years  ago  to 
reverse  the  usual  planning  process,  and  start 
with  ODM  estimates  of  total  national  pro¬ 
duction  capacity  and  minimum  civilian 
needs  and  try  to  fit  the  military  planning 
within  the  ODM  estimates  of  the  capacity 
available  for  military  production  remain¬ 
ing  after  meeting  minimum  civilian  needs. 
This  process  was  a  move  in  the  right  direc¬ 
tion,  but  still  it  did  not  allow  for  any  loss 
of  production  capacity  from  bomb  damage, 
since  at  that  time  there  did  not  yet  exist 
any  substantial  capability  to  inflict  bomb 
damage  on  the  United  States. 

It  now  seems  essential  to  develop  a  new 
mobilization  plan  consistent  with  estimates 
of  the  industrial  capacity  likely  to  be  avail¬ 
able  for  military  production  in  the  light  of 
(a)  probable  loss  of  capacity  through  bomb 
damage  and  (b)  minimum'  civilian  require¬ 
ments  for  food,  shelter,  and  essential  recon¬ 
struction  of  transportation,  communications, 
and  other  vital  facilities.  Such  estimates 
should  be  based  on  consideration  of  a  variety 
of  alternative  possible  patterns  of  attack, 
and  the  estimates  of  capacity  remaining 
after  each  attack  should  be  weighted  accord¬ 
ing  to  subjective  estimates  of  the  relative 
probability  of  each  attack  pattern. 

The  resulting  estimates  of  capacity  avail¬ 
able  for  military  production  could  be  ex¬ 
pressed  at  this  stage  as  total  production  ca¬ 
pacity  in  the  hard  goods  industries,  as  was 
done  3  years  ago  in  developing  the  last  set 
of  mobilization  production  schedules.  Then 
military  mobilization  plans  should  be  devel¬ 
oped  which  would  not  require  more  hard 
goods  production  than  could  be  produced 
by  the  estimated  capacity  likely  to  remain 
after  attack.  Production  requirements  for 
specific  items  could  be  developed  from  those 
plans,  which  would  serve  as  the  basis  for 
revised  mobilization  production  planning 
with  industry. 

It  is  clear  that  the  total  postattack  hard- 
goods  capacity  could  not  all  be  used  effec¬ 
tively  to  produce  the  particular  products 
needed.  As  a  result,  the  military  mobiliza¬ 
tion  plans  developed  by  this  procedure  would 
call  for  more  production  of  many  products 
than  would  be  actually  feasible.  Therefore, 
to  get  maximum  production  of  the  needed 
items,  a  principal  objective  of  mobilization 
production  planning  with  industry  should  be 
to  insure  that  the  capacity  for  the  desired 
individual  products  is  as  nearly  as  possible 
equal  to  the  total  hard-goods  capacity. 

Detailed  plant  schedules 

For  a  number  of  years  the  military  services 
have  been  making  war-production  plans  with 
Industry,  under  what  is  called  the  produc¬ 
tion-allocation  program.  Under  this  pro¬ 
gram,  representatives  of  the  military  services 
approach  a  potential  contractor  with  their 
desired  wartime  production  schedule  for  a 
particular  item.  Through  mutual  discus¬ 
sion,  this  schedule  is  modified  to  fit  the 
capabilities  of  the  plant,  and  an  agreed  ten¬ 
tative  mobilization  schedule  is  developed. 
Planning  under  this  program  is  now  concen¬ 
trated  on  about  1,000  hard-to-produce,  long- 
lead-time  military  equipment  items  and 
their  major  components.  About  25,000 
plants  are  participating  in  the  program  in 
some  degree.  At  present,  this  program  does 
not  reflect  probable  bomb  damage,  either 
in  the  development  of  requirements  or  in 
the  selection  of  plants:  but  the  basic  pro- 
ceduies  can  be  adapted  to  the  new  situa¬ 
tion. 

In  developing  individual  plant  schedules 
for  the  production  of  potentially  critical 
Items,  either  military  or  civilian,  primary 
consideration  should,  of  course,  be  given  to 
plants  which  are  not  located  near  any  inajor 
metropolitan  area  or  near  any  other  likely 
target  such  as  a  SAC  base.  After  allowing 
for  what  was  shown  in  the  preceding  ex¬ 
hibits,  there  remains  a  considerable  part 
of  total  United  States  manufacturing  ca¬ 
pacity  which  is  relatively  invulnerable  to 
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attack  because  of  its  widely  dispersed  loca¬ 
tions.  To  make  sure  we  find  all  there  is, 
it  seems  desirable  to  make  a  systematic  can¬ 
vass  of  the  plants  reporting  in  the  new  1954 
Census  of  Manufactures,  and  to  plan  with 
these  dispersed  plants  to  the  maximum 
feasible  extent. 

For  many  critical  Items,  however,  there 
will  be  no  way  of  getting  along  without  using 
some  of  the  more  vulnerable  plants.  A  sub¬ 
stantial  part  of  the  total  postattack  produc¬ 
tion  capability  will  derive  from  plants  which 
are  in  more  or  less  vulnerable  locations,  and 
which  might  be  destroyed  but  are  lucky 
enough  to  escape.  There  are  many  possible 
attack  patterns,  and  we  cannot  tell  in  ad¬ 
vance  which  one  would  be  used.  Neither,  in 
fact,  can  the  attacker  himself,  for  many  of 
the  possible  variations  wiil  result  from 
chance  factors  in  the  effectiveness  of  the 
defense  forces.  Tlie  particular  planes  which 
happen  to  get  shot  down  will  have  a  con¬ 
siderable  influence  on  the  final  pattern  of 
bomb  damage,  as  will  random  errors  of  bomb¬ 
ing  by  the  planes  which  get  through. 

Thus,  although  all  the  plants  in  the  large 
metropolitan  areas,  and  some  in  other  areas, 
are  potentially  subject  to  attack,  there  is  still 
an  appreciable  chance  that  any  particular 
plant  will  escape  damage.  Planning  for  this 
event  is,  therefore,  the  next  step. 

Figuring  chance  of  loss 

At  the  same  time  that  we  count  on  making 
some  use  of  vulnerable  plants,  we  must  be 
reasonably  sure  that  we  do  not  plan  on  get¬ 
ting  more  production  from  them  than  would 
be  realistic  in  view  of  the  proportion  likely 
to  escape  damage.  We  may  do  this  by  as¬ 
signing  a  chance-of-loss  index  to  each  vul¬ 
nerable  plant,  adding  its  full  capacity  into 
our  planned  prodaiction  schedules  for  each 
item,  and  then  discounting  the  totals  for 
each  item  by  the  average  chance-of-loss 
index  for  all  the  plants  at  which  it  is  sched¬ 
uled  to  be  produced. 

The  index  for  a  given  plant  in  a  vulner¬ 
able  location  would  depend  on  (a)  the 
chance  that  the  metropolitan  area  in  which 
it  is  located  will  be  successfully  attacked  and 
(b)  the  probable  extent  of  damage  to  the 
plant  if  the  metropolitan  area  is  successfully 
attacked. 

The  chance  of  attack  for  any  metropolitan 
area  is  in  turn  the  product  of  the  chance 
that  an  attack  will  be  attempted  and  the 
chance  that  an  attack,  if  attemped,  will  be 
able  to  penetrate  our  air  defense  forces.  (The 
same  principles  would  apply  to  a  nonmetro¬ 
politan  target  area,  such  as  a  SAC  base.) 

It  seems  likely  that  an  aggressor  would 
decide  to  attack  those  areas  where  the  dam¬ 
age  he  could  inflict  would  be  highest  in  re¬ 
lation  to  the  cost  in  terms  of  probale  losses 
to  our  defense  forces.  Among  the  measures 
which  he  might  use  in  estimating  the  value 
to  him  of  destroying  different  metropolitan 
areas  are  population,  employment,  and  man¬ 
ufacturing  production,  either  in  total,  for 
broad  groups  such  as  hard  goods,  or  in  par¬ 
ticular  critical  industries  such  as  chemicals, 
petroleum,  primary  metals,  aircraft  instru¬ 
ments,  and  so  on;  or  he  might  also  elect  to 
concentrate  on  utilities  like  electric  power, 
transportation,  and  port  facilities.  In  any 
event,  most  of  the  measures  of  Importance 
which  an  attacker  would  be  likely  to  pick  are 
highly  correlated  in  the  large  metropolitan 
areas.  This  is  illustrated  by  exhibit  V,  which 
shows  the  10  largest  metropolitan  areas  of 
the  United  States  in  order  of  rank  accord¬ 
ing  to  a  number  of  different  criteria. 

One  could  assign  weights  to  these  and 
perhaps  other  criteria,  representing  subjec¬ 
tive  judgments  as  to  the  enemy’s  evaluation 
of  their  relative  imj>ortance,  and  compute 
the  overall  target  value  of  each  city  com¬ 
pared  with  other  cities.  The  ratio  of  a  city’s 
target  value  to  the  corresponding  estimated 
costs  of  making  a  successful  attack  on  that 
city  would  yield  a  measure  of  the  likelihood 
of  attack.  Such  ratios  could  then  be  con¬ 


verted  into  rough  probabilities  in  accordance 
with  estimates  of  the  size  of  the  total  force 
which  the  enemy  could  devote  to  an  attack. 

In  physical  terms,  the  extent  of  damage  to 
a  plant  in  a  metropolitan  area  which  is  suc¬ 
cessfully  attacked  depends  primarily  on  its 
physical  vulnerability  and  on  its  location,  in 
reference  to  the  probable  aiming  point, 
bombing  error,  and  bomb  yield.  Once  this 
is  estimated  (assuming  we  have  some  of 
the  more  precise  information  that  is  need¬ 
ed)  ,  the  loss  in  production  can  probably  best 
be  measured  as  the  quantity  of  products  that 
would  have  been  turned  out  during  the  time 
required  to  construct  an  equivalent  new 
plant.  This  factor  can  then  be  combined 
with  the  chance-of-attack  figure  to  make  a 
composite  chance-of-loss  index  for  that 
plant. 

My  proposal  is  that  such  an  index  of  the 
chance  of  loss  of  wartime  production  be  pre¬ 
pared  for  each  Important  plant  which  is  a 
potential  producer  of  critical  items,  either 
military  or  civilian,  or  an  important  com¬ 
ponent  thereof.  This  index  should  be  the 
point  of  departure  for  all  subsequent  mlbill- 
zation  planning  actions  affecting  individual 
plants  as  such. 

These  chance-of-loss  indexes  will  provide  a 
measure  of  the  extent  to  which  we  need  to 
hedge  schedules  with  plans  for  additional 
sources  in  different  metropolitan  areas. 
Each  tentative  mobilization  production 
schedule  for  a  vulnerable  plant  should  be 
discounted  by  the  plant’s  chance-of-loss  in¬ 
dex;  and  enough  additional  schedules  nego¬ 
tiated  with  other  plants  in  different  metro¬ 
politan  areas  (other  plants  in  the  same  area 
might  be  destroyed  by  the  same  bomb),  so 
that  the  total  of  all  tentative  mobilization 
production  schedules,  after  discounting  by 
the  chance-of-loss  indexes  of  the  respective 
plants,  will  equal  the  total  desired  produc¬ 
tion  schedule.  To  illustrate: 

Suppose  that  only  20  precent  of  the  desired 
wartime  production  of  a  particular  item  can 
be  produced  in  facilities  in  adequately  dis¬ 
persed  locations.  Suppose  that  the  remain¬ 
ing  80  percent  can  be  produced  in  2  plants, 
50  percent  in  1  plant  which  has  a  50  percent 
chance  of  loss,  and  30  percent  in  another 
plant  which  has  a  60  percent  chance  of  loss. 
’Then  the  expected  value  of  the  wartime 
production  in  these  3  plants  is  57  percent  of 
the  desired  wartime  production.  [20%-f 
(50%  X50%) -K30%  X40%)=57%.] 

We  should  then  make  provision  for  addi¬ 
tional  sources  for  the  remaining  43  percent 
of  the  desired  wartime  production.  We 
might  get  this  43  percent  by  adding  a  source 
for  50  percent  of  the  requirement  in  a  plant 
which  has  a  50  percent  chance  of  loss,  plus 
another  source  for  60  percent  of  the  require¬ 
ment  In  a  plant  which  has  a  70  percent 
chance  of  loss.  [  (50%  X  50% ) -f  (60%  X 
30%)=43%.] 

Of  course,  considering  the  rather  rough 
estimates  on  which  the  chance-of-loss  in¬ 
dexes  would  have  to  be  based,  approximate 
rather  than  precise  balancing  of  require¬ 
ments  and  discounted  production  schedules 
is  all  that  is  needed. 

The  schedules  just  described  should  all  be 
considered  primary  production  schedules, 
since  the  expected  value  of  the  wartime  pro¬ 
duction  from  these  schedules  just  equals  re¬ 
quirements.  ’Tills  will  give  us  a  50-50  chance 
that  we  would  be  able  to  meet  our  require¬ 
ments  if  the  attack  pattern  is  in  accordance 
with  our  expectations.  But  we  may  not  be 
satisfied  with  a  50-50  chance.  Also  the  actual 
attack  pattern  might  vary  considerably  from 
our  expectations.  If  this  happened,  we  might 
very  well  end  up  with  proportionately  too 
much  capacity  for  some  items,  and  no  capac¬ 
ity  at  all  for  others. 

To  maintain  maximum  flexibility  we  should 
also  develop  for  each  facility  additional  alter¬ 
nate  production  schedules  for  different  items. 
These  schedules  would  substitute  for  any 
primary  schedules  for  products  not  needed 


because  damage  was  less  than  expected  in 
other  plants. 

It  is  clear  that  the  kind  of  mobilization 
planning  here  proposed  will  put  a  greater 
burden  on  both  industry  and  Government 
than  has  previously  been  required.  This 
burden  will  fall  most  heavily  on  industrial 
management,  since  the  program  is  and  prob¬ 
ably  must  continue  a  voluntary  one.  This  is 
as  it  should  be,  for  there  can  be  no  substitute 
for  local  centers  of  knowledge  and  know-how 
if  industry  is  to  get  off  to  a  fast  start  fol¬ 
lowing  an  attack. 

PLACING  CONTRACTS 

For  a  considerable  period  after  the  start  of 
any  war  the  principal  sources  for  most  major 
military  items  would  Inevitably  be  the  plants 
which  were  producing  the  items  on  D-day. 

Clearly  it  is  of  prime  Importance  to  get 
production  sources  of  military  equipment 
into  nonvulnerable  areas  to  the  maximum 
extent  feasible.  ’This  should  always  be  kept 
in  mind  in  placing  procurement  contracts. 
If  placing  current  procurement  contracts  in 
dispersed  locations  results  in  substantial  in¬ 
creases  in  cost,  the  combat  capability  which 
this  added  cost  would  buy  in  terms  of  prob¬ 
able  postattack  production  in  the  critical 
period  of  a  war  must  be  weighed  against  the 
combat  capability  it  would  buy  if  devoted  to 
increasing  D-day  stocks  of  equipment.  (The 
strategic  situation  increases  the  premium  on 
combat  forces  already  in  being  and  thus  of 
reserve  stocks  of  equipment  and  supplies  on 
hand  to  support  those  forces.) 

There  undoubtedly  will  be  some  cases 
where  unique  capacity  for  particular  items  is 
concen  trated  in  certain  areas  and  current 
production  could  be  expected  in  other  areas 
only  at  prohibitive  cost.  But  such  excep¬ 
tional  conditions  should  not  be  used  as  a 
rationalization  for  general  inaction.  Much 
can  certainly  be  done  at  little  or  no  added 
cost  to  produce  military  items  for  current 
needs  in  less  vulnerable  locations. 

Harnessing  small  plants 

Although  many  plants  in  nonvulnerable 
locations  do  not  have  adequate  equipment 
to  produce  any  major  military  equipment 
item,  they  do  have  facilities  to  produce 
significant  subassemblies  or  components  of 
many  kinds  of  equipment.  There  may  also 
be  many  cases  in  which  a  group  of  small 
plants,  in  the  same  or  nearby  communities, 
could  collectively  produce  all  or  nearly  all  of 
some  major  item  of  equipment. 

In  most  cases  it  probably  would  be  neces¬ 
sary  to  add  some  specialized  production 
-equipment  to  that  already  available  in  these 
small  plants.  And  it  would  almost  certainly 
be  necessary  for  the  large  plants  to  provide 
additional  management  skills  in  the  fields  of 
engineering,  production  scheduling  control, 
and  perhaps  others.  One  of  the  principal 
aims  of  mobilization  planning  must  be  to 
develop  means  of  utilizing  the  potential  of 
these  small  plants  with  minimum  delay. 

I  propose  that  each  company  awarded  a 
current  contract  for  a  major  item  of  mili¬ 
tary  equipment  produced  in  a  vulnerable 
location  be  made  responsible,  as  a  condition 
of  the  contract,  for  preparing  a  plan  for 
rapidly  resuming  production  of  the  item  at 
an  alternate  location  or  locations  in  case 
the  primary  producing  facility  is  destroyed 
by  enemy  attack.  While  there  should  be  no 
limitations  on  the  ingenuity  of  the  respon¬ 
sible  companies  in  devising  methods  for 
rapid  resumption  of  production  after  attack, 
use  of  the  facilities  of  such  small  plants  in 
nearby  communities  seems  likely  to  be  a 
promising  method. 

If  any  needed  additional  specialized  pro¬ 
duction  equipment  cannot  be  provided  by 
the  prime  contractor,  it  might  be  purchased 
by  the  Government  and  held  in  the  machine 
tool  reserve  earmarked  for  the  particular 
purpose.  The  prime  contractor  would  of 
coui'se  be  responsible  for  providing  safe  stor¬ 
age  of  duplicate  blueprints,  and  perhaps 


1956 


CONGRESSIONAL  RECORD  —  SENATE 


9773 


duplicate  jigs,  dies,  and  fixtures.  If  neces¬ 
sary,  as  well  as  for  providing  needed  gen¬ 
eral  engineering  and  management  super¬ 
vision  and  production  control. 

Transferring  military  production 

There  are  several  other  possible  methods  of 
securing  a  greater  probability  of  continued 
production  of  military  equipment  after  an 
attack.  One  is  to  reverse  the  tendency  to 
produce  vital  military  items  in  vulnerable 
locations  and  civilian  items  in  dispersed 
locations.  For  example : 

A  large  corporation  producing  military 
radar  equipment  in  a  large  metropolitan 
area  has  recently  built  new  plants  to  pro¬ 
duce  television  sets  in  well-dispersed  lo¬ 
cations.  It  would  be  highly  desirable  to 
transfer  production  of  the  radar  equipment 
to  the  dispersed  plants,  and  produce  the  tele¬ 
vision  sets  in  the  metropolitan  plants. 

There  would  undoubtedly  be  problems  in 
making  such  a  move;  for  instance,  the  labor 
supply  at  the  dispersed  plants  is  probably 
not  as  highly  skilled  or  as  diversified  as  in 
the  metropolitan  areas.  On  the  other  hand, 
the  move  would  bring  the  television  produc¬ 
tion  nearer  the  market.  Over  a  period  of 
time,  it  should  be  possible  to  make  many 
such  shifts  with  minimum  cost  or  economic 
dislocation. 

There  may  be  other  cases,  such  as  that  of 
the  aircraft  industry  perhaps,  where  nearly 
all  the  existing  facilities  which  could  pro¬ 
duce  the  military  item  are  now  producing 
military  equipment.  But  even  in  such  cases 
it  should  be  possible  to  attain  a  significantly 
greater  degree  of  flexibility  and  'insurance 
against  complete  loss  of  capacity  to  produce 
a  vital  item  by  negotiating  mutual-assistance 
and  cross-licensing  agreements  between 
existing  companies  with  plants  in  different 
metropolitan  areas,  so  that  if  either  should 
be  destroyed,  the  other  could  undertake 
production  of  the  item  normally  produced  by 
the  destroyed  plant. 

The  fact  remains — and  we  may  as  well 
face  it — that  in  many  cases  what  are  desir¬ 
able  moves  from  the  mobilization  standpoint 
would  be  wasteful  in  an  economic  sense,  at 
least  in  the  short  run,  if  no  attack  comes. 
But  if  an  attack  does  come,  they  might  save 
the  day. 

EFFECTING  DISPERSAL 

Measures  to  maximize  our  ability  to  use  ef¬ 
fectively  the  industrial  resources  which  re¬ 
main  after  an  attack,  such  as  those  which 
have  just  been  described,  might  prove  the 
margin  between  survival  and  subjugation, 
if  we  should  be  attacked  within  the  next 
few  years;  and  they  will  be  of  continuing 
importance  in  the  long  run.  But  over  a 
longer  period  of  5  to  10  years,  it  will  be  of 
primary  importance  to  increase  the  propor¬ 
tion  of  our  total  resources  which  is  so  lo¬ 
cated  as  to  be  relatively  Invulnerable  to 
attack.  Within  this  period  much  can  be 
accomplished  if  proper  Inducements  are 
provided  to  channel  normal  economic 
growth  into  dispersed  areas. 

Guiding  future  growth 

In  this  process  we  should  seek  to  promote 
the  development  of  dispersed  industrial  ca¬ 
pacity  appropriately  balanced  to  meet  prob¬ 
able  postattack  needs.  On  the  other  hand, 
we  should  seek  to  induce  concentration  in 
the  existing  metropolitan  areas  of  the  con¬ 
sumer  goods  industries  which  we  could  do 
without,  if  need  be,  in  wartime.  If  we  do 
this  successfully,  we  will  greatly  reduce  the 
risk  of  atomic  war,  as  well  as  increase  our 
capacity  to  survive  it;  for  an  attack  is  less 
likely  if  it  is  clear  that  an  initial  sneak  at¬ 
tack  would  probably  not  be  decisive. 

President  Eisenhower  said  in  his  1955  eco¬ 
nomic  report  to  the  Congress  that  he  expects 
the  gross  national  product  of  the  United 
States  to  grow  to  over  $500  billion  in  the  next 
10  years.  This  implies  an  average  annual 
growth  rate  of  about  3.5  percent  (as  con¬ 
trasted  with  historical  growth  rates  of  2.6 
percent  for  the  quarter  century  since  1929, 


Including  the  depression,  and  5.1  percent  for 
the  15-year  period  1938-53).  The  average 
rate  of  gross  private  investment  for  the  9 
years  since  the  end  of  World  War  II  has  been 
15  percent  of  the  gross  national  product. 
This  has  been  accompanied  by  an  average 
annual  growth  rate  for  the  same  period  of 
2.8  percent.  It  seems  reasonable  to  assuihe 
that  the  projected  annual  growth  rate  of  3.5 
percent  will  require  an  annual  rate  of  invest¬ 
ment  of  at  least  15  percent  of  the  gross  na¬ 
tional  product.  This  would  mean  that  total 
investment  for  the  period  would  come  to 
about  $640  billion  (at  1954  price  levels). 

A  recent  study  by  the  Stanford  Research 
Institute,  made  for  the  Federal  Civil  Defense 
Administration  (FCDA),  estimates  that  the 
total  replacement  value  of  housing,  indus¬ 
trial,  and  commercial  facilities  in  the  70 
metropolitan  areas  which  FCDA  has  classed 
as  critical  targets  was  about  $500  billion  in 
1950.  Thus  if  78  percent  of  the  normal  pri¬ 
vate  investment  over  the  next  10  years  were 
channeled  into  dispersed  areas,  we  could 
have,  in  10  years,  as  much  dispersed  indus¬ 
trial  capacity  as  we  had  total  capacity  in 
1950.  (Actually,  we  probably  could  do  much 
better,  since  we  would  need  to  replace,  in 
dispersed  areas,  only  a  part  of  that  which  is 
now  located  in  the  70  critical  target  areas; 
much  of  the  latter  is  capacity  in  consumer 
goods  industries  and  services  which  we 
could  dispense  with  in  an  emergency.) 

Present  policy  inadequate 

It  has  been  the  policy  of  the  Federal  Gov¬ 
ernment  to  encourage  Industrial  dispersion 
since  1951,  when  President  Truman  an¬ 
nounced  the  National  Industrial  Dispersion 
Policy.  The  principal  means  for  accomplish¬ 
ing  it  was  to  offer  accelerated  tax  amorti¬ 
zation  for  pricately  financed  new  industrial 
facilities  if  they  were  located  in  dispersed 
areas  and  if  they  were  in  industries  for  which 
a  deficit  in  wartime  production  capacity  was 
anticipated.  “Expansion  goals”  for  creation 
of  additional  industrial  capacity  are  an¬ 
nounced  from  time  to  time  by  the  Office  of 
Defense  Mobilization  (ODM),  based  largely 
on  the  full  war  mobilization  requirements 
whose  development  was  described  earlier. 

This  policy  has  been  only  moderately  suc¬ 
cessful.  Although  a  tremendous  expansion 
of  industrial  facilities  was  undertaken  during 
the  Korean  war,  because  of  the  pressure  for 
quick  production,  which  was  usually  at¬ 
tained  most  readily  by  expansion  of  existing 
facilities,  it  was  found  necessary  to  waive 
dispersal  criteria  in  a  large  proportion  of 
the  cases. 

Since  the  end  of  the  Korean  war,  there 
has  been  a  more  strenuous  and  fairly  effec¬ 
tive  effort  to  enforce  conformance  with  dis¬ 
persal  criteria  as  a  condition  of  granting  ac¬ 
celerated  tax  amortization.  However,  the 
dispersal  criteria  used — 10  miles  from  a  con¬ 
centrated  area — is  geared  to  A-bombs,  not  H- 
bombs.  (Under  present  conditions,  probably 
no  location  should  be  considered  dispersed 
which  is  within  30  miles  of  an  FCDA  critical 
target  area  or  other  prime  target,  such  as  a 
SAC  base.)  Further,  the  industries  covered 
by  the  expansion  goals  are  those  in  which 
deficits  in  capacity  were  anticipated  in  the 
event  of  a  nonatomic  global  war  rather  than 
an  atomic  war. 

A  careful  study  should  be  undertaken,  us¬ 
ing  the  procedures  previously  described  in 
this  article,  to  determine  what  mix  of  in¬ 
dustries  would  be  needed  to  support  military 
and  essential  civilian  production  for  gen¬ 
eral  atomic  war  within  the  capacity  of  fa¬ 
cilities  likely  to  remain  after  atomic  attack. 
Then  the  difference  between  the  mix  that  is 
neded  and  what  we  have  got  should  be 
established  as  expansion  goals.  These  ex¬ 
pansion  goals  should  be  continuously  revised 
upward,  of  course,  as  the  total  amount  of  in¬ 
dustry  in  dispersed  areas  increases. 

Recently  the  policy  of  granting  preference 
to  plants  in  dispersed  locations  has  been 
reaffirmed  in  Defense  Mobilization  Order 


VII-7  and  Department  of  Defense  Directive 
3005.6.  In  the  recent  hearings  before  the 
Senate  Armed  Services  Committee,  Dr.  Ar¬ 
thur  S.  Flemming,  Director  of  ODM,  indi¬ 
cated  that  establishment  of  new  dispersal 
criteria,  appropriate  to  H-bomb  attack,  was 
under  consideration. 

New  incentives  proposed 

Accelerated  tax  amortization  can  undoubt¬ 
edly  be  an  Important  incentive  to  fulfilling 
these  expansion  goals.  It  is  doubtful,  how¬ 
ever,  if  it  alone  will  ever  be  adequate  to 
insure  that  the  major  part  of  the  gross  pri¬ 
vate  investment  is  channeled  into  dispersed 
areas. 

Further,  as  earlier  pointed  out,  there  is  a 
need  for  some  relocation  of  existing  indus¬ 
tries,  part  of  which  should  take  the  form 
of  shifts  between  existing  facilities,  with 
critical  defense  industries  moving  into  ex¬ 
isting  buildings  in  dispersed  areas,  and  con¬ 
sumer  goods  industries  now  in  dispersed 
areas  moving  into  vacant  buildings  in  metro¬ 
politan  areas.  (It  might  be  feasible,  for 
instance,  for  some  of  the  highly  concentrated 
instrument  industry  to  move  from  metro¬ 
politan  areas  into  idle  New  England  textile 
plants.)  But  on  such  moves  accelerated  tax 
amortization  would  not  help  at  all. 

A  possible  approach  would  be  to  provide 
continuing  tax  incentives  for  plants  in  dis¬ 
persed  areas  which  produced  particular  vital 
products,  as  defined  by  expansion  goals. 
This  would  not  only  provide  added  induce¬ 
ment  to  the  construction  of  new  facilities, 
but  would  promote  the  conversion  of  exist¬ 
ing  facilities  and  the  relocation  of  existing 
operations. 

For  this  purpose,  a  graded  series  of  de¬ 
grees  of  dispersal  would  be  needed,  since 
the  Incentive  should  not  be  continued  to 
the  point  at  which  new  target  areas  would 
be  created,  yet  should  not  be  discontinued 
abruptly  when  an  area  reaches  some  critical 
size.  Perhaps  the  degree  of  dispersal  could 
be  measured  by  the  total  population  within 
a  radius  of  30  miles  of  the  plant  in  ques¬ 
tion,  and  a  percentage  reduction  of  cor¬ 
porate  Income  tax  allowed,  depending  on 
the  degree  of  dispersion.  Here  is  a  possible 
scale: 

Reduction  of  corporate  income  tax 
Population  within  30-mile  radius  of 


plant:  Percent 

Under  10,000 _  10 

10.000-20,000 _  9 

20,000-30,000 _  8 

30,000-40,000 _  7 

40,000-50,000 _  6 

50,000-60,000 _  5 

60,000-70,000 _  4 

70,000-80,000 _  3 

80,000-90,000 _  2 

90,000-100,000 _  1 

Over  100,000 _  0 


(There  were  151  standard  metropolitan 
areas  with  a  population  over  100,000  in  1950, 
and  probably  a  slightly  larger  number  of 
areas  with  a  population  of  over  100,000  within 
a  30-mile  radius.) 

There  are  many  obvious  objections  to  such 
a  scheme,  among  which  are  the  fact  that  it 
would  require  multiplant  corporations  to  set 
up  accounts  which  would  permit  attribution 
of  income  to  individual  plants.  But  some 
such  scheme  seems  necessary  to  reduce  the 
chance  of  national  annihilation  in  the  era 
of  intercontinental  ballistic  missiles.  The 
time  is  barely  enough,  at  best. 

CONCLUSION 

National  survival  in  the  second  atomic 
decade  is  likely  to  depend  on  greatly  in¬ 
creased  awareness  by  business  leaders  of  the 
terrible  threat  which  faces  us,  and  on  their 
willingness  to  act  to  reduce  the  threat.  The 
principal  means  of  action  needed  is  in  their 
hands — the  construction  of  new  industrial 
capacity  for  strategic  products  in  dispersed 
areas.  If  the  bulk  of  all  private  investment 
is  channeled  into  dispersed  areas,  we  can 
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Exhibit  V. — Bank  of  10  largest  United  States  metropolitan  areas  according  to  selected 

criteria 


Selected  criteria 

New 

York 

Chicago 

Dos 

Angeles 

Phila- 

delplxia 

Detroit 

Boston 

San 

Fran¬ 

cisco 

Pitts¬ 

burgh 

St. 

Louis 

Cleve¬ 

land 

Population . . 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Total  employment . 

1 

2 

3 

4 

5 

6 

7 

8 

9 

11 

Manufacturing  employment. 

1 

2 

5 

4 

3 

7 

10 

6 

9 

8 

Production  value: 

Total  for  all  industries. . 

1 

2 

5 

4 

3 

8 

10 

6 

9 

7 

Hard  goods . 

3 

1 

7 

c 

2 

12 

14 

4 

9 

5 

Chemicals  and  allied 
products . . 

1 

2 

8 

3 

6 

11 

9 

18 

5 

7 

Petroleum  and  coal . 

1 

2 

4 

3 

9 

13 

8 

7 

6 

n 

Primary  metals. . . 

5 

2 

15 

9 

4 

30 

17 

1 

11 

6 

Fabricated  metal  prod¬ 
ucts . .  .  ...  . 

2 

1 

6 

4 

3 

8 

10 

7 

9 

5 

Machinery  (except  elec¬ 
trical). . .  . 

2 

1 

8 

6 

3 

11 

23 

10 

16 

4 

Electrical  machinerv _ 

2 

1 

12 

3 

18 

5 

24 

4 

9 

6 

Transportation  equip¬ 
ment . 

3 

5 

2 

7 

1 

16 

12 

13 

8 

6 

Instruments . 

1 

3 

7 

4 

21 

6 

24 

8 

19 

12 

Source:  Population  figures  from  United  States  Census  of  Population:  1950;  employment  figures,  County  and  City 
Data  Book:  1950;  production  figures,  Census  of  Manufactures;  1947  (“Value  Added  by  Manufacture”). 
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probably  deter  a  nuclear  holocaust,  or  survive 
it  if  it  comes. 

Much  added  Insurance  can  be  provided  by 
new  techniques  of  industrial  mobilization 
planning  which  explicitly  recognize  the  prob¬ 
able  losses  of  capacity  that  would  result 
from  enemy  atomic  attack.  Government 
must  determine  the  needed  action,  and  must 
provide  appropriate  inducements  to  facili¬ 
tate  action  by  industry.  Industry  must  sup¬ 
port  the  necessary  Government  action,  and 
must  be  prepared  to  collaborate  in  mobili¬ 
zation  planning  and  in  providing  necessary 
data  to  permit  effective  planning. 

The  action  which  Is  needed,  on  the  part  of 
Government  or  industry,  will  cost  time,  effort, 
and  money.  This  is  part  of  the  premium  on 
our  survival  insurance  for  the  second  atomic 
decade. 


Exhibit  I. — Approximate  maximum  distance 
in  miles  from  H-bomb  for  specified  types 
of  damage  from  blast 


Size  of  bomb 

Type  of  damage 

20  mega¬ 
tons 

50  mega¬ 
tons 

Virtually  complete  destruction  of 

Miles 

Miles 

5 

7 

Severe  damage,  all  buildings  col¬ 
lapsed  or  liable  to  collapse . 

11 

15 

Severe  damage  to  homes _  . 

15 

21 

Moderate  damage,  all  buildings 
unusable  until  repaired . 

16 

22 

Severe  secondary  fire  damage 
probable  from  short  circuits, 
overturned  stoves,  etc  . 

19 

26 

Light  damage,  mostly  plaster  and 
window  breakage _ 

80 

109 

Source:  Estimated  from  data  on  Hiroshima-Nagasaki 
experience  and  extrapolation  formulas  contained  in  The 
Effects  of  Atomic  Weaiions,  prepared  by  the  .atomic 
Energy  Commission  and  the  Department  of  National 
Defense  (Washington,  Combat  Forces  Press,  August 
1950). 


Exhibit  IV. — Percentage  of  production  in 
metropolitan  areas  by  major  industry 
groups 


Industry  group 

10  metr 
ar 

Ivargest 
10  for 
all  in¬ 
dustries 

opolitan 

'as 

Largest 
10  for 
each  in¬ 
dustry 

•W 

metro¬ 

politan 

areas 

Percent 

Percent 

Food  and  kindred  products... 

34 

35 

55 

'I'obacco  manufactures . 

13 

22 

24 

Textile  mill  products . 

18 

27 

33 

Apparel. . 

06 

09 

79 

Lumber  and  wood  products.. 

7 

12 

17 

Furniture  and  fixtures . . 

3.3 

37 

54 

Patier  and  allied  products _ 

26 

28 

42 

Printing  and  publishing. . 

57 

68 

75 

Chemicals  and  allied  products. 

41 

45 

63 

Petroleum  and  coal  products.. 

47 

50 

01 

Rubber  products . 

29 

54 

66 

Leather  and  leather  products 

38 

43 

48 

stone,  clay,  and  glass  prod- 

ucts . . . . 

26 

28 

45 

Primary  metal  industries _ 

44 

61 

73 

Fabricated  metal  products _ 

46 

46 

73 

Machinery  (except  electrical). 

35 

39 

67 

Electrical  machinery . 

62 

55 

79 

Transportation  equipment _ 

61 

66 

75 

Instruments  and  related 

products . . 

48 

09 

82 

Fflsccllaneous  manufactures.. 

47 

66 

76 

Total  manufacturing......... 

40 

62 

Source:  Census  of  Manufactures:  1947  value  added 
by  manufacture. 


Statement  on  Amendment  to  H.  R.  9852  To 
Promote  Dispersal  by  the  Executive  Com¬ 
mittee  OF  THE  Federation  of  American 
Scientists 

The  Federation  of  American  Scientists 
(PAS)  is  wholeheartedly  in  favor  of  a  pro¬ 
posal  now  under  Senate  consideration,  that 
‘‘it  is  the  policy,  of  the  Congress  to  promote 
the  geographical  dispersal  of  the  industrial 
facilities  of  the  United  States.”  The  pro¬ 
posal  was  made  by  Senator  Wallace  F.  Ben¬ 
nett,  Republican,  of  Utah,  in  the  form  of 
an  amendment  to  the  bill  (H.  R.  9852)  to  ex¬ 
tend  the  Defense  Production  Act  of  1950. 
This  amendment  was  approved  by  the  Senate 
Banking  and  Currency  Committee,  under  the 
chairmanship  of  Senator  J.  William  Ful- 
BRiGHT,  Democrat,  of  Arkansas,  on  June  14. 

A  year  ago  the  FAS  warned  in  a  published 
letter  to  President  Elsenhower  that  the  Na¬ 
tion's  defense  program  was  out  of  balance 
because  dispersal  of  target  cities  is  not  pro¬ 
ceeding  fast  enough.  In  its  letter  of  May 
13,  1955,  the  FAS  pointed  out  that  the  United 
States  is  spending  many  billions  each  year  on 
military  weapons  but  hardly  a  cent  on  dis¬ 
persal,  which  is  one  defense  measure  that  has 
a  chance  of  lasting  effectiveness.  Conven¬ 
tional  military  arms,  on  the  other  hand,  be¬ 
come  out-of-date  in  a  short  time  and  must 
be  replaced  by  new  ones  at  great  expense. 

"Dispersal  is  a  means  of  saving  lives  and 
protecting  our  capacity  for  defense  if  war 
should  come,”  the  letter  argued.  "It  also 
makes  enemy  attack  less  effective  and  there¬ 
fore  less  likely,  giving  us  time  to  work  out 
peaceful  solutions  to  our  international  prob¬ 
lems.” 

Economic  forces  in  the  United  States  are 
already  causing  some  dispersal,  but  not 
enough  in  proportion  to  the  need.  The 
longer  we  delay  in  launching  an  adequate 
program,  the  more  drastic  it  will  have  to  be 
to  meet  the  danger  of  intercontinental  mis¬ 
siles.  In  fact,  dispersal  may  well  be  the  only 
defense  against  such  missiles. 

While  the  executive  department  already 
has  a  praiseworthy  policy  in  favor  of  dis¬ 
persal,  the  Federation  believes  that  this 
vitally  important  matter  has  not  received  the 
public  support  it  deserves  and  which  action 
by  the  Congress  should  help  to  achieve. 

Executive  Office  of  the  President, 

Office  of  Defense  Mobilization, 
Washington,  D.  C.,  January  18,  1956. 
Hon.  Harvey  V.  Higley, 

Administrator  of  Veterans’  Affairs, 
Washington,  D.  C. 

Dear  Mr.  Higley:  By  letter  dated  April  21, 
1954,  I  transmitted  to  you  the  President’s 


expressed  desire  that  new  Federal  buildings 
not  be  constructed  in  critical  target  areas 
unless  there  was  need  for  an  exception. 
That  letter  was  accompanied  with  a  state¬ 
ment  of  guidance  making  the  industrial  dis¬ 
persion  standards  applicable  in  the  acquisi¬ 
tion  of  facilities  for  the  executive  branch, 
and  providing  the  basis  for  exceptions  when 
needed. 

On  January  9,  1956,  I  Issued  Defense  Mo¬ 
bilization  Order  1-19  setting  forth  a  revised 
dispersion  policy  and  criteria  for  applying  it. 
This  revision  was  necessitated  by  techno¬ 
logical  advances  in  weapons  developments 
and  practical  considerations  encountered  in 
the  administration  of  the  previous  policy 
and  standards  established  in  1951.  The  pol¬ 
icy  and  criteria  contained  in  DMO-I-19  are 
applicable  to  all  new  facilities  important  to 
national  security  without  distinction  be¬ 
tween  Government  and  private  facilities. 
Accordingly,  the  policy  and  criteria  contained 
in  DMO-I-19  supersedes  the  dispersion 
standards  contained  in  my  letter  of  April  21, 
1954. 

In  applying  this  policy  to  the  locations  of 
new  Federal  facilities,  attention  is  invited 
to  paragraph  3  (b)  of  DMO-I-19,  which  pro¬ 
vides  that  departments  and  agencies  will  re¬ 
ceive  guidance  on  appropriate  locations  from 
the  Department  of  Commerce.  Such  guid¬ 
ance  will  be  consistent  with  plans  of  the  Fed¬ 
eral  Civil  Defense  Administration  for  reduc¬ 
tion  of  urban  vulnerability.  Attention  is 
also  invited  to  paragraph  2  (a)  (8)  of  DMO- 
I-19  which  provides  that  one  of  the  factors 
to  be  considered  in  the  selection  of  a  loca¬ 
tion  is — 

“(8)  The  economic,  operational,  and  ad¬ 
ministrative  requirements  in  carrying  out 
the  functions  for  which  the  facility  is  to  be 
provided.” 

This  factor  Is,  in  effect,  the  basis  for  excep¬ 
tions  when  needed.  Experience  has  indi¬ 
cated  that  there  is  need  for  some  further 
guidance  in  determining  when  an  exception 
is  justified. 

The  head  of  the  agency  concerned  is  re¬ 
sponsible  for  determining  whether  the  nature 
of  the  activity  for  which  a  new  Federal  facil¬ 
ity  is  to  be  used  will  permit  the  use  of  a  dis¬ 
persed  location.  No  one  is  in  a  better  posi¬ 
tion  to  make  such  determination  than  the 
head  of  the  agency  responsible  for  both  the 
day-to-day  operations  and  the  continuity  of 
the  agency’s  essential  functions  in  the  event 
of  attack.  In  making  the  determination,  it 
should  be  kept  in  mind  that  the  intent  of  the 
policy  is  to  make  us,  as  a  nation,  less  vulner¬ 
able  to  weapons  of  mass  destruction.  Excep¬ 
tions  are  to  be  avoided  insofar  as  practicable. 
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On  the  other  hand,  It  is  not  the  intent  of  this 
policy  that  new  facilities  be  located  on  the 
basis  of  security  considerations  only;  It  is 
not  intended  that  we  make  ourselves  so 
secure  as  to  be  ineffective  in  our  day-to-day 
operations.  The  head  of  the  agency  con¬ 
cerned  must  balance  the  requirements  for 
efficient  peacetime  operations  against  the 
need  for  postattack  operational  capability. 
This  calls  for  a  conscientious  appraisal  of  all 
factors  involved. 

I  am  sure  that  In  making  a  determination 
as  to  whether  an  exception  is  Justified  you 
will  satisfy  yourself  that  the  practical  con¬ 
siderations  on  which  you  base  your  decision 


Mr.  FULBRIGHT.  Mr.  President,  we 
are  prepared  to  yield  back  all  the  re¬ 
maining  time  in  opposition  to  the  mo¬ 
tion.  ■  ^ 

Mr.  BUSH.  I  shall  be  glad  to  yield 
back  all  the  remaining  time  of  the  pro¬ 
ponents  of  the  motion,  with  the  under¬ 
standing  that  the  Senator  from  Utah 
yield  back  all  the  time  remaining  to 
his  side. 

Mr.  WATKINS.  Mr.  President,  I  ask 
the  Senator  from  Arkansas  to  yield  a 
minute  or  two  to  me. 

Mr.  BUSH.  Mr.  President,  I  withhold 
my  suggestion. 

Mr.  FULBRIGHT.  Mr.  President,  I 
yield  a  minute  or  two  to  the  senior  Sen¬ 
ator  from  Utah. 

Mr.  WATKINS.  Mr.  President,  it 
looks  like  the  difference  between  the 
haves  and  the  have  nots.  The  amend¬ 
ment  does  not  contemplate  removing 
anything  which  the  haves  now  have. 
They  did  not  have  much  to  begin  with. 

Mr.  President,  I  join  with  my  colleague 
in  his  prepared  statement.  Although  I 
have  not  seen  it,  I  know  his  views  are 
sound  and  that  he  has  plenty  of  good 
reasons  why  this  amendment  should  be 
made  a  pai't  of  the  bill. 

Mr.  KNOWLAND.  Mr.  President,  will 
the  Senator  from  Utah  yield? 

Mr.  WATKINS.  Mr.  President,  I  ex¬ 
pected  to  hear  from  California.  I  can¬ 
not  quite  understand  the  combination  of 
California  and  New  England  in  trying  to 
stop  some  of  the  defense  industries  from 
being  located  in  some  of  the  other  States. 
It  seems  to  me  the  situation  should  be 
such  that  the  Communists  could  not  find 
our  defense  industries  concentrated  in 


are  both  factual  and  compelling.  If  you  find 
it  necessary  to  locate  closer  to  the  heart  of  a 
target  than  is  desirable  for  security  purposes, 
locations  which  offer  the  most  protection  by 
reason  of  ground  environment  should  be  ex¬ 
plored,  suitable  protective  construction  fea¬ 
tures  should  be  Included,  and  a  statement 
of  the  factual  basis  for  the  exception  filed 
with  the  Office  of  Defense  Mobilization,  in 
order  that  the  President  may  be  kept  in¬ 
formed  of  progress  in  the  application  of  this 
policy. 

Sincerely  yours, 

ARTHun  S.  Flemming, 

Director. 


more  or  less  restricted  areas.  They 
should  be  spread  over  the  United  States 
for  the  good  of  the  United  States. 

The  Government  has  now  spent  many 
billions  of  dollars  for  the  construction 
of  defense  plants.  Those  plants  should 
not  be  scattered  around  as  a  matter  of 
politics,  but  they  should  be  located  where 
they  will  be  the  least  vulnerable  and  will 
help  the  United  States  in  its  vital  de¬ 
fense  program. 

I  urge  all  Senators  to  vote  against 
the  motion  to  table. 

I  came  in  late;  I  think  that  is  the 
correct  procedure. 

Mr.  BENNETT.  That  is  correct. 

Mr.  WATKINS.  I  think  this  is  the 
only  time  within  my  memory  when  a 
motion  to  lay  on  the  table  could  be  de¬ 
bated. - 

Mr.  BENNETT.  Mr.  President,  I  real¬ 
ize  that  this  discussion  could  go  on  and 
on,  and  that  my  offer  to  bring  the  ques¬ 
tion  to  a  head  could  be  lost.  Senators 
have  already  spoken  at  some  length.  I 
shall  restrain  my  desire  to  comment  on 
what  they  have  said  in  their  turn. 

I  renew  my  suggestion  that  all  time 
be  yielded  back  and  that  the  Senate  pro¬ 
ceed  to  vote. 

The  PRESIDING  OFFICER.  Are  the 
Senators  in  control  of  the  time  ready  to 
yield  back  the  remainder  of  their  time? 

Mr.  BUSH.  If  my  friend,  the  Senator 
from  Arkansas,  will  be  indulgent  with 
me,  I  shall  be  glad  to  do  so. 

Mr.  FULBRIGHT.  Yes.  We  will  yield 
back  the  remainder  of  the  time  on  this 
side  if  the  Senator  from  Connecticut  will 
yield  back  the  remainder  of  his  time. 


The  PRESIDING  OFFICER.  Both 
sides  having  yielded  back  the  remainder 
of  their  time,  the  question  is  on  agreeing 
to  the  motion  of  the  Senator  from  Con¬ 
necticut  [Mr.  Bush]  to  lay  on  the  table 
the  amendment  on  page  3,  line  10. 

Mr.  FULBRIGHT.  I  suggest  the  ab¬ 
sence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  FULBRIGHT.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

Mr.  HOLLAND.  I  object. 

The  PRESIDING  OFFICER.  Objec¬ 
tion  is  heard. 

The  legislative  clerk  resumed  and 
concluded  the  call  of  the  roll,  and  the 
following  Senators  answered  to  their 
names : 


Aiken 

Hlckenlooper 

Mundt 

Allott 

Hill 

Murray 

Anderson 

Holland 

Neuberger 

Barrett 

Hruska 

O’Mahoney 

Bender 

Jackson 

Pastore 

Bennett 

Jenner 

Payne 

Bush 

Johnson,  Tex. 

Potter 

Butler 

Johnston,  S.  C. 

Purtell 

Carlson 

Kennedy 

Saltonstall 

Case,  S.  Dak. 

Kerr 

Schoeppel 

Chavez 

Knowland 

Scott 

Cotton 

Kuchel 

Smathers 

Curtis 

Laird 

Smith,  Maine 

Dlrksen 

Langer 

Smith,  N.  J. 

Dworshak 

Lehman 

Sparkman 

Ellender 

Long 

Stennls 

Ervin 

Magnuson 

Symington 

Flanders 

Malone 

Thye 

Frear 

Mansfield 

Watkins 

Fullbrlght 

Martin,  Pa. 

Wiley 

George 

McCarthy 

Williams 

Goldwater 

McClellan 

Wofford 

Gore 

Mllllkln 

Hayden 

Morse 

Mr.  JOHNSON  of  Texas.  I  announce 
that  the  Senator  from  Nevada  [Mr. 
Bible],  the  Senator  from  Virginia  [Mr. 
Byrd],  the  Senator  from  Kentucky  [Mr. 
Clements],  the  Senator  from  Texas  [Mr. 
Daniel],  the  Senator  from  Illinois  [Mr. 
Douglas],  the, Senator  from  Mississippi 
[Mr.  Eastland],  the  Senator  from  Rhode 
Island  [Mr.  Green],  the  Senator  from 
Missouri  [Mr.  Hennings],  the  Senator 
from  Minnesota  [Mr.  Humphrey],  the 
Senator  from  Tennessee  [Mr.  Kefauver], 
the  Senator  from  Michigan  [Mr.  Mc¬ 
Namara],  the  Senator  from  Oklahoma, 
[Mr.  Monroney],  the  Senator  from  Vir¬ 
ginia  [Mr.  Robertson],  and  the  Senator 
from  Georgia  [Mr.  Russell]  are  absent 
on  official  business. 

The  Senator  from  West  Virginia  [Mr. 
Neely]  is  necessarily  absent. 

Mr.  SALTONSTALL.  I  announce 
that  the  Senator  from  Maryland  [Mr. 
Beall],  the  Senator  from  Ohio  [  Mr. 
Bricker],  the  Senator  from  New  Hamp¬ 
shire  [Mr.  Bridges],  the  Senator  from 
New  Jersey  [Mr.  Case],  the  Senator 
from  Idaho  [Mr.  Welker],  and  the  Sen¬ 
ator  from  North  Dakota  [Mr.  Young] 
are  necessarily  absent. 

The  Senator  from  Indiana  [Mr.  Cape- 
hart],  the  Senator  from  Pennsylvania 
[Mr.  Duff],  and  the  Senator  from  Iowa 
[Mr.  Martin]  are  absent  on  official 
business. 

The  Senator  from  New  York  [Mr. 
Ives]  is  absent  because  of  illness. 

The  PRESIDING  OFFICER  (Mr. 
Payne  in  the  chair).  A  quorum  is  pres¬ 
ent. 


Slalistics  on  certificates  of  necessity  for  the  year  1952 


Num¬ 

ber 

Estimated 
value  (ill 
thousands) 

Number 

Percent  of  dollars 

3,  770 

$5, 022,  996 

3,111 

648,  466 

82.5  percent  of  item  1 _ 

12.9  percent. 

384 

2,  212,  674 

10.2  percent  of  item  1 _ 

44.0  percent. 

275 

2, 161,  856 

7.3  iiercent  of  item  1 . 

43.1  percent. 

210 

1,  643,  .599 

76.4  percent  of  item  3 _ 

76.0  percent  of  item  3. 

5 

70,  886 

1.8  percent  of  item  3 _ 

3.3  percent  of  item  3. 

6 

33,  414 

2.2  percent  of  item  3 _ 

1.6  iiereent  of  item  3. 

54 

413.  957 

19.6  percent  of  item  3 _ 

19.1  percent. 

1.  rase.s  eligible  for  certification _ 

2.  Cases  to  which  dispersion  criteria  did 

not  apply: 

(«)  Less  than  $1 ,000,000 . . . 

(b)  Location  not  fixed,  or  less  than 
$5,000,000  and  less  than  $50 
expansion. 

3.  Cases  to  which  dispersion  criteria  were 

applicable. 

4.  Cases  in  which  proposed  sites  not  dis¬ 

persal. 

5.  Cases  influenced  to  change  location - 

(i.  Cases  denied  for  refusal  to  meet  stand¬ 
ards  and  inability  to  justify  a  waiver. 

7.  Exception  granted  in  cases  applicable 

to  dispersal  criteria. 

8.  Of  exception,  grantees  indicating  they 

may  undertake  protective  construc¬ 
tion: 

1.  Applicants  for  protective  con¬ 

struction,  5. 

2.  Certificates  for  protective  con¬ 

struction  granted,  3  for  $602,393. 

3.  Applications  for  protective  con¬ 

struction  denied,  2. 
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The  Question  is  on  agreeing  to  the  mo¬ 
tion  of  the  Senator  from  Connecticut  to 
lay  on  the  table  section  4,  the  commit¬ 
tee  amendment.  A  vote  in  the  affirma¬ 
tive  is  in  support  of  the  motion  of  the 
Senator  from  Connecticut.  A  vote  in  the 
negative  is  a  vote  to  retain  section  4. 

Mr.  FULBRIGHT.  The  committee 
amendment. 

The  PRESIDING  OFFICER.  The 
committee  amendment. 

All  time  having  been  yielded  back,  the 
yeas  and  nays  having  been  ordered,  the 
clerk  will  call  the  roll. 

Mr.  FULBRIGHT.  Mr.  Pi'esident,  a 
parliamentary  inquiry.  _ 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  FULBRIGHT.  If  I  understood  the 
statement  of  the  Chair,  if  a  Senator  fa¬ 
vors  dispersal,  his  vote  should  be  “nay.” 
If  he  is  against  dispersal - 

Mr.  KNOWLAND.  Mr.  President,  a 
point  of  order.  That  is  not  a  parliamen¬ 
tary  inquiry:  that  is  joining  debate  again. 

The  PRESIDING  OFFICER.  If  a 
Senator  votes  in  the  affirmative,  he  votes 
for  the  motion  of  the  Senator  from  Con¬ 
necticut  to  lay  on  the  table  section  4.  If 
a  Senator  votes  in  the  negative,  he,  in  ef¬ 
fect,  votes  against  the  motion  of  the  Sen¬ 
ator  from  Connecticut,  leaving  section  4, 
the  committee  amendment,  for  consid¬ 
eration. 

The  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  JOHNSON  of  Texas.  I  announce 
that  the  Senator  from  Nevada  [Mr. 
Bible],  the  Senator  from  Virginia  [Mr. 
Byrd],  the  Senator  from  Kentucky  [Mr. 
Clements],  the  Senator  from  Texas  [Mr. 
Daniel],  the  Senator  from  Illinois  [Mr. 
Douglas],  the  Senator  from  Mississippi 
[Mr.  Eastland],  the  Senator  from  Rhode 
Island  [Mr.  Green],  the  Senator  from 
Missouri  [Mr.  Hennings],  the  Senator 
from  Minnesota  [Mr.  Humphrey],  the 
Senator  from  Tennessee  [Mr.  Kefauver] 
•the  Senator  from  Michigan  [Mr.  Mc¬ 
Namara],  the  Senator  from  Oklahoma 
[Mr.  Monroney],  the  Senator  from  Vir¬ 
ginia  [Mr.  Robertson],  and  the  Senator 
from  Georgia  [Mr.  Russell]  are  absent 
on  official  business. 

The  Senator  from  West  Virginia  [Mi*. 
Neely]  is  necessarily  absent. 

On  this  vote,  the  Senator  from  Ne¬ 
vada  [Mr.  Bible]  is  paired  with  the 
Senator  from  Rhode  Island  [Mr.  Green]. 
If  present  and  voting,  the  Senator  from 
Nevada  would  vote  “nay,”  and  the  Sen¬ 
ator  from  Rhode  Island  would  vote 
“yea.” 

I  further  announce  that,  if  present  and 
voting,  the  Senator  from  Kentucky  [Mr. 
Clements],  the  Senator  from  Texas  [Mr. 
Daniel],  the  Senator  from  Illinois  [Mr. 
Douglas],  the  Senator  from  Mississippi 
[Mr.  Eastland],  the  Senator  from  Mis¬ 
souri  [Mr.  Hennings],  the  Senator  from 
Minnesota  [Mr.  Humphrey],  the  Senator 
from  Tennessee  [Mr.  Kefauver],  the 
Senator  from  Oklahoma  [Mr.  Mon¬ 
roney],  the  Senator  from  West  Virginia 
[Mr.  Neely],  and  the  Senator  from  Vir¬ 
ginia  [Mr.  Robertson]  would  each  vote 
“nay.” 

Mr.  SALTONSTALL.  I  announce  that 
the  Senator  from  Maryland  [Mr.  Beall], 
the  Senator  from  Ohio  [Mr.  Bricker], 
the  Senator  from  New  Hampshire  [Mr! 


Bridges],  the  Senator  from  New  Jersey 
[Mr.  Case],  the  Senator  from  Idaho  [Mr. 
Welker],  and  the  Senator  from  North 
Dakota  [Mr.  Young],  are  necessarily  ab¬ 
sent. 

The  Senator  from  Indiana  [Mr.  Cape- 
hart],  the  Senator  from  Pennsylvania 
[Mr.  Duff],  and  the  Senator  from  Iowa 
[Mr.  Martin],  are  absent  on  official  busi¬ 
ness. 

The  Senator  from  New  York  [Mr. 
Ives]  is  absent  because  of  illness. 

If  present  and  voting,  the  Senator 
from  Pennsylvania  [Mr.  Duff]  would 
vote  “yea.” 

On  this  vote,  the  Senator  from  New 
Hampshire  [Mr.  Bridges]  is  paired  with 
the  Senator  from  Idaho  [Mr.  Welker]. 
If  present  and  voting,  the  Senator  from 
New  Hampshire  would  vote  “yea,”  and 
the  Senator  from  Idaho  would  vote 
“nay.” 

Also,  on  this  vote,  the  Senator  from 
New  Jersey  [Mr.  Case]  is  paired  with  the 
Senator  from  Iowa  [Mr.  Martin].  If 
present  and  voting,  the  Senator  from 
New  Jersey  would  vote  “yea,”  and  the 
Senator  from  Iowa  would  vote  “nay.” 

The  result  was  announced — yeas  20, 
nays  50,  as  follows : 

YEAS — 20 


Bender 

Knowland 

Pastore 

Bueh 

Kuchel 

Potter 

Butler 

Lehman 

Purtell 

Flanders 

Magnuson 

Saltonstall 

Jackson 

Martin,  Pa. 

Smith,  N.  J. 

Jenner 

Morse 

Williams 

Kennedy 

Neuberger 

NAYS— 50 

Aiken 

Goldwater 

Millikin 

Allott 

Gore 

Mundt 

Anderson 

Hayden 

Murray 

Barrett 

Hickenlooper 

O’Mahoney 

Bennett 

Hill 

Payne 

Carlson 

Holland 

Schoeppel 

Case,  S.  Dak. 

Hruska 

Scott 

Chavez 

Johnson,  Tex. 

Smathers 

Cotton 

Johnston,  S.  C. 

Smith,  Maine 

Curtis 

Kerr 

Sparkman 

Dirksen 

Laird 

Stennis 

Dworshak 

Langer 

Symington 

Ellender 

Long 

Thye 

Ervin 

Malone 

Watkins 

Prear 

Mansfield 

Wiley 

Pulbright 

McCarthy 

Wofford 

George 

McClellan 

NOT  VOTING— 

•25 

Beall 

Douglas 

McNamara 

Bible 

Duff 

Monroney 

Bricker 

Eastland 

Neely 

Bridges 

G»reen 

Robertson 

Byrd 

Hennings 

Russell 

Capehart 

Humphrey 

Welker 

Case,  N.  J. 

Ives 

Yormg 

Clements 

Kefauver 

Daniel 

Martin,  Iowa 

So  the  motion  to  lay  on  the  table  was 
rejected. 

The  PRESIDING  OFFICER  (Mr. 
Scott  in  the  chair).  The  question  is  on 
agreeing  to  the  committee  amendment. 

Mr.  KUCHEL.  Mr.  President,  a  par¬ 
liamentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  from  California  will  state  it. 

Mr.  KUCHEL.  I  have  an  amendment 
which  I  should  like  to  offer  to  the  com¬ 
mittee  amendment.  My  amendment  is 
in  the  nature  of  a  substitute  for  the  com¬ 
mittee  amendment.  Is  my  amendment 
in  order  now? 

The  PRESIDING  OFFICER.  It  is  in 
order. 

Mr.  KUCHEL.  Then,  Mr.  President, 
I  send  my  amendment  to  the  desk,  and 
ask  that  it  be  stated. 


The  PRESIDING  OFFICER.  The 
amendment  of  the  Senator  from  Cali¬ 
fornia  to  the  committee  amendment  will 
be  stated. 

The  Legislative  Clerk.  In  the  com¬ 
mittee  amendment  on  page  3,  beginning 
in  line  13,  it  is  proposed  to  strike  out  all 
through  line  6,  on  page  4,  and  to  insert 
in  lieu  thereof  the  following: 

The  Congress  hereby  declares  that  the 
policy,  criteria,  and  responsibilities  set  forth 
in  Defense  Mobilization  Order  1-19,  dated 
January  11,  1956,  furnish  an  adequate  and 
desirable  program  with  respect  to  dispersion 
and  protective  construction  of  new  facilities 
and  major  expansions  of  existing  facilities 
important  to  national  security. 

Mr.  KUCHEL.  Mr.  President,  the 
subject  before  the  Senate  is  one  of  prime 
importance.  Because  of  the  last  yea- 
and-nay  vote,  I  most  respectfully  urge 
Members  of  the  Senate  to  adopt  the 
amendment  I  have  offered  as  the  best 
means  of  expressing  its  approval  of  a 
sound  policy  of  dispersion  with  respect 
to  defense  contracts.  My  amendment 
would  incorporate  by  reference  the  pres¬ 
ent  dispersal  policy,  carefully  written 
and  adhered  to  by  the  Government  of 
the  United  States,  as  initiated  by  the 
Office  of  Defense  Mobilization  last  Jan¬ 
uary. 

A  series  of  dispersal  orders  has  been 
issued  by  the  Federal  Government.  We 
need  a  sound  policy  of  dispersal  in  the 
United  States.  What  constitutes  a  sound 
policy  of  dispersal?  Obviously,  geo¬ 
graphical  effect  is  important,  but  there 
are  other  factors.  One  important  factor 
would  be.  What  is  the  situation  with  re¬ 
spect  to  each  area  of  the  country  with 
regard  to  available  employment?  An¬ 
other  would  be.  If  a  defense  industry  is 
now  located  in  a  partidular  State,  should 
it  be  taken  away  and  located  in  another 
part  of  the  country,  to  the  economic 
detriment  of  the  original  State? 

The  Office  of  Defense  Mobilization  says 
that  the  effect  on  the  economy  of  an  area 
engaged  in  defense  industry  is  impor¬ 
tant.  Of  course,  it  is  important.  The 
question  of  a  sound  policy  of  dispersal 
must  include  the  effect  which  it  has  upon 
the  economy  of  the  country  at  large,  and 
upon  the  economy  of  the  various  seg¬ 
ments  of  our  country  which  now,  happily 
or  unhappily,  are  engaged  in  defense 
production.  I  sincerely  suggest  to  Sena¬ 
tors  that  the  language  which  is  written 
into  the  pending  bill,  and  which  attempts 
to  lay  down  a  policy  of  dispersal,  is  not 
well  considered  so  far  as  the  verbiage 
that  is  used  is  concerned. 

Yesterday  I  introduced  into  the  Rec¬ 
ord  the  text  of  the  present  order  of  the 
Office  of  Defense  Mobilization  on  dis¬ 
persal.  It  appears  at  page  9705  of  the 
Record. 

I  also  introduced  into  the  Record  the 
verbiage  of  section  4  of  the  pending  bill, 
which  attempts  to  write  a  policy  of  dis¬ 
persal.  I  commend  to  Members  of  the 
Senate  a  reading  of  those  two  documents. 
Senators  will  find  on  page  9705  a  very 
carefully  written  policy  which  now  guides 
the  Government  of  the  United  States 
with  respect  to  dispersal.  Let  me  read 
from  it: 

1.  Policy:  It  Is  the  policy  of  the  United 
States  to  encourage  and,  when  appropriate, 
to  require  that  new  facilities  and  major  ex- 
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pansions  of  existing  facilities  important  to 
national  security  be  located,  insofar  as  prac¬ 
ticable,  so  as  to  reduce  the  risk  of  damage 
in  the  event  of  attack;  and  to  encourage 
and,  when  appropriate,  require  the  incor¬ 
poration  of  protective  construction  features 
in  new  and  existing  facilities  to  provide  re¬ 
sistance  to  weapons  effects  suitable  to  the 
locations  of  said  facilities. 

2.  Criteria: 

(a)  The  distance  of  a  facility  from  the 
probable  area  of  destruction  is  the  con¬ 
trolling  factor  in  reducing  the  risk  of  attack 
damage  to  such  facility.  In  determining  the 
appropriate  distance  consideration  will  be 
given  to  all  relevant  factors,  including: 

(1)  The  most  likely  objects  or  targets 
of  enemy  attack,  such  as  certain  military, 
industrial,  population,  and  governmental 
concentrations. 

(2)  The  size  of  such  targets. 

(3)  The  destructive  power  of  a  large  yield 
weapon  or  weapons  suitable  to  the  particular 
target. 

(4)  The  gradation  of  pressures  and  ther¬ 
mal  radiation  at  various  distances  from  an 
assumed  point  of  detonation. 

(5)  The  characteristics  of  the  proposed 
facility,  including  underground  and  built-in 
protective  construction  features,  with  re¬ 
spect  to  its  resistance  to  nuclear,  chemical, 
and  unconventional  weapons. 

(6)  The  degree  of  damage  which  a  facility 
could  sustain  and  still  remain  operable. 

(7)  The  ground  environment  or  natural 
barriers  which  might  provide  added  pro¬ 
tection  to  the  facility. 

(8)  The  economic,  operational,  and  ad¬ 
ministrative  requirements  in  carrying  out 
the  function  for  which  the  facility  is  to  be 
provided. 

(b)  While  no  single  distance  standard  and 
no  single  set  of  protective  construction  speci¬ 
fications  against  nuclear,  chemical,  and  un¬ 
conventional  weapons  are  feasible  for  all  sit¬ 
uations,  the  above  factors  will  be  applied  so 
as  to  achieve  the  most  protection  practicable 
for  a  specific  situation. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  California  has 
expired. 

Mr.  KUCHEL.  I  yield  myself  5  more 
minutes. 

Those  are  the  careful,  discriminating 
standards  and  criteria  which  have  been 
established  in  the  Executive  order.  I 
submit  that  if  the  Senate  is  ready  to  ap¬ 
prove  a  policy  of  dispersal  in  the  in¬ 
terest  of  all  the  people  of  the  United 
States,  we  should  accept  those  standards, 
rather  than  the  alternative  which  is  be¬ 
fore  us  in  the  pending  bill. 

The  Department  of  Defense,  speaking 
through  the  Department  of  the  Air  Force, 
opposes  the  language  of  the  bill  as  it 
now  stands.  I  ask  the  Senators  to  read 
it.  It  consists  of  a  series  of  criteria  for 
the  guidance  of  the  executive  branch  of 
the  Government.  It  says,  in  general 
terms ; 

In  order  to  insure  productive  capacity  in 
the  event  of  such  an  attack  on  the  United 
States,  it  is  the  policy  of  the  Congress  to 
promote  the  geographical  dispersal  of  the 
industrial  facilities  of  the  United  States  in 
the  Interest  of  the  national  defense,  and  to 
discourage  the  concentration  of  such  pro¬ 
ductive  facilities  within  limited  geographi¬ 
cal  areas  which  are  vulnerable  to  attack  by 
an  enemy  of  the  United  States. 

I  call  this  language  particularly  to  the 
attention  of  Senators ; 

In  the  construction  of  any  Government- 
owned  industrial  facilities,  in  the  rendition 
of  any  Government  financial  assistance  for 
the  construction,  expansion,  or  improvement 


of  any  industrial  facilities,  and  in  the  pro¬ 
curement  of  goods  and  services,  under  this 
or  any  other  act,  each  department  and  agency 
of  the  executive  branch  shall  apply — 

That  is  mandatory — 
under  the  coordination  of  the  Office  of  De¬ 
fense  Mobilization,  when  practicable  and 
consistent  with  existing  law  and  the  desir¬ 
ability  for  maintaining  a  sound  economy,  the 
principle  of  the  geographical  dispersal  of 
such  facilities  in  the  Interest  of  national  de¬ 
fense.  Nothing  contained  in  this  paragraph 
shall  preclude  the  use  of  existing  industrial 
facilities. 

The  Department  of  the  Air  Force, 
speaking  for  the  Department  of  Defense, 
says  it  cannot  work  under  this  amend¬ 
ment.  It  says  there  will  be  such  a  mul¬ 
tiplicity  of  questions  as  to  what  is  to 
apply,  and  how  it  is  to  apply,  that  the 
administration  of  the  act  will  be  bogged 
down  in  endless  redtape. 

If  the  time  has  come  for  Congress  to 
say,  “We  embrace  a  sound  policy  of  dis¬ 
persal,”  then  the  adoption  of  the  amend¬ 
ment  which  I  have  offered  is  the  way 
in  which  to  do  it. 

My  amendment  refers  to  the  carefully 
worded  order  issued  by  the  Office  of  I>e- 
fense  Mobilization  on  the  subject  of  dis¬ 
persal,  and,  by  referring  to  it,  approves  it. 

I  very  strongly  urge  that  in  a  matter 
of  this  extreme  importance,  language 
which  has  been  tested  by  all  the  agencies 
should  be  adopted,  instead  of  throwing 
it  all  overboard  and  Substituting  lan¬ 
guage  which  is  susceptible  of  the  widest 
kind  of  interpretation,  such  as  the  lan¬ 
guage  in  the  bill  as  it  is  now  written. 

I  ask  Senators  to  vote  in  favor  of  the 
amendment  I  have  offered. 

Mr.  FULBRIGHT.  Mr.  President,  I 
yield  myself  5  minutes.  I  have  2  or  3 
comments  to  make.  The  Senator  from 
California  is  seeking  to  write  into  law 
regulations  which  now  exist  in  the  Office 
of  Defense  Mobilization.  There  is  noth¬ 
ing  wrong  with  the  regulations,  except 
that  they  are  regulations  of  an  adminis¬ 
tering  body  and  are,  very  properly,  sub¬ 
ject  to  change  as  conditions  change. 

The  Senator  from  California  fails  to 
make  a  distinction  between  administra¬ 
tive  regulations  and  policy.  Congress  is 
charged  with  creating  policy  as  guidance 
for  administrative  agencies. 

Therefore,  Mr.  President,  I  believe  it 
would  be  a  great  mistake  for  us  to  write 
in  the  greatest  detail  the  criteria  of  an 
order.  Not  only  in  this  instance,  but  in 
other  instances,  under  our  system  of 
Government,  we  make  a  distinction.  We 
create  the  broad  policy — and  it  is  prop¬ 
erly  broad  in  this  particular  matter. 

The  Bennett  amendment  is  inten¬ 
tionally  broad.  It  is  broad  in  order  to 
allow  some  leeway  for  the  development 
of  policy  in  accordance  with  conditions 
as  they  arise. 

I  have  one  other  thought  on  the  sub¬ 
ject.  The  statement  has  been  made  that 
the  Bennett  amendment  contains  no  re¬ 
strictions  whatever.  In  two  different 
places  the  amendment  specifically  says 
“in  the  interest  of  national  defense.” 

It  is  not  a  wide  open  application  of 
policies  of  dispersal,  unless  it  relates  to 
national  defense.  At  the  moment  I 
cannot  think  of  any  plants  which  would 
not  be  concerned  with  national  defense. 


But  perhaps  there  are  some.  If  there 
are,  this  amendment  would  not  apply 
where  such  plants  have  no  relation  to 
national  defense. 

I  submit,  in  the  first  instance,  that  the 
language  is  not  wide  open  without  any 
proper  limitations.  I  also  say  again  that 
the  amendment  offered  by  the  Senator 
from  California  was  not  submitted  to  the 
committee.  It  has  not  been  considered 
by  the  committee  or  by  the  Defense  Es¬ 
tablishment  or  by  anyone  else.  It  would 
be  very  unwise  and  very  bad  practice  to 
accept  the  amendment  witheut  the  study 
that  should  be  made  of  it. 

Mr.  KUCHEL.  Mr.  President,  will  the 
Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  KUCHEL.  The  objective  which  I 
seek  is  the  incorporation  in  the  bill  of 
the  present  Executive  order  under  which 
the  agencies  of  the  Department  of 
Defense  conduct  their  business. 

Mr.  FULBRIGHT.  The  Senator  is 
quite  right.  I  believe  the  order  was 
di'awn  in  January.  There  is  nothing 
wrong  with  the  order,  so  far  as  I  know. 
However,  it  is  very  bad  practice  to  write 
into  law  an  order  that  is  drawn  up  for 
application  at  a  particular  moment. 
The  criteria  have  been  changed  as  the 
conditions  in  nuclear  warfare  and  in 
other  methods  of  warfare  have  changed. 
That  was  propei’.  If  the  Senator  will 
compare  the  criteria  to  which  he  refers 
with  those  that  existed  2  or  3  years  ago, 
he  will  find  a  very  substantial  differ¬ 
ence,  and  properly  so.  I  have  no  objec¬ 
tion  to  the  regulations  as  regulations, 
but  I  do  object  to  incorporating  them 
into  law.  That  would  be  an  exception¬ 
ally  bad  practice  for  the  Senate  to  adopt. 

Mr.  KUCHEL.  However,  it  seems  to 
me  it  would  be  tragic  to  use  the  lan¬ 
guage  which  the  Senator  has  written 
into  the  bill,  in  which  the  word  “shall” 
is  used  in  connection  with  geographical 
dispersal.  It  is  mandatory.  Geographi¬ 
cal  dispersal  is  made  the  basic  reason 
for  awarding  any  type  of  defense  con¬ 
tract. 

Mr.  FULBRIGHT.  I  remind  the  Sen¬ 
ator  that  most  of  the  laws  which  have 
been  passed  by  Congress  are  mandatory. 
That  is  characteristic  of  law. 

The  committee  amendment  provides 
“when  practicable  and  consistent  with 
existing  law  and  the  desirability  for 
maintaining  a  sound  economy,  the  prin¬ 
ciple  of  the  geographical  dispersal  of 
such  facilities  in  the  interest  of  national 
defense,”  and  so  forth. 

I  do  not  know  what  further  restric¬ 
tions  can  be  applied.  Of  course,  it  is 
mandatory,  and  it  is  very  properly  man¬ 
datory.  I  submit  the  amendment  is 
properly  drawn  and  is  a  very  proper 
amendment. 

Several  Senators.  Vote!  Vote! 

Mr.  KUCHEL.  I  yield  5  minutes  to 
the  Senator  from  Connecticut. 

Mr.  BUSH.  Mr.  President,  I  rise  to 
support  the  amendment  offered  by  the 
distinguished  junior  Senator  from  Cali¬ 
fornia.  I  urge  Senators  to  support  his 
amendment  as  being  an  amendment  far 
preferable  to  the  one  which  was  under 
discussion  earlier  today,  which  had  been 
offered  in  committee  by  the  Senator  from 
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Utah,  and  which  is  now  contained  in  the 
bill  as  a  committee  amendment. 

I  had  intended  to  offer  a  perfecting 
amendment,  but  have  concluded  to  defer 
to  the  amendment  offered  by  the  Senator 
from  California. 

However,  in  the  hope  that  my  sug¬ 
gested  amendment  might  be  of  help  in 
conference  in  connection  with  this  par¬ 
ticular  question,  I  now  ask  unanimous 
consent  that  my  explanation  of  my  sug¬ 
gested  perfecting  amendment  and  a  copy 
of  the  amendment  as  it  would  read  be 
incorporated  in  the  Record  at  this  point 
in  my  remarks. 

There  being  no  objection,  the  state¬ 
ment  and  amendment  were  ordered  to 
be  pi-inted  in  the  Record,  as  follows ; 

Statement  by  Senator  Bush 

EXPLANATION  OF  PERFECTING  AMENDMENT 

This  amendment  will  recognize  geograph¬ 
ical  dispersal  of  essential  defense  industry 
as  one  among  several  criteria  to  be  applied 
in  determining  the  location  of  new  industrial 
facilities  of  that  nature,  in  cases  where  con¬ 
struction  of  such  facilities  is  to  be  aided  by 
Federal  guaranty  or  direct  loan. 

By  listing  the  major  factors  to  be  consid¬ 
ered,  including  dispersal,  the  amendment 
places  the  importance  of  dispersal  in  proper 
perspective,  instead  of  overemphasizing  its 
Importance,  as  I  fear  the  committee  amend¬ 
ment  would  do.  My  amendment  brings  the 
situation  more  in  line  with  existing  policies 
of  the  executive  branch  by  considering  dis¬ 
persal  as  one  among  many  other  important 
items  in  deciding  upon  location  of  new  in¬ 
dustrial  facilities  essential  to  national  securi¬ 
ty.  My  amendment  also  follows  the  pattern 
of  the  National  Security  Act  of  1947  by  lim¬ 
iting  its  application  to  industrial  facilities 
essential  to  national  security.  As  rewritten 
by  the  Congress  as  recently  as  1954  by  the 
act  of  September  3,  1954,  the  pertinent  por¬ 
tions  of  section  103  of  the  National  Security 
Act  of  1947  provide  as  follows: 

“It  shall  be  the  function  of  the  Director  of 
the  Office  of  Defense  Mobilization  to  ad¬ 
vise  the  President  concerning  the  coordina¬ 
tion  of  military.  Industrial,  and  civilian  mo¬ 
bilization,  including — 

•  •  •  •  • 

“(6)  The  strategic  relocation  of  industries, 
services.  Government,  and  economic  activi¬ 
ties,  the  continuous  operation  of  which  is 
essential  to  the  Nation’s  security”  (50  U.  S.  C., 
Supp.  Ill,  sec.  404). 

This  is  existing  law. 

The  committee  amendment,  on  the  other 
hand,  would  apply  the  test  of  geographical 
dispersal  to  (1)  all  procurement  of  goods  and 
services  by  the  Federal  Government,  (2)  all 
Government  financial  assistance  for  con¬ 
struction,  expansion,  or  improvement  of  any 
industrial  facilities,  and  (3)  construction  of 
all  Government-owned  facilities.  In  my 
opinion  this  is  far  too  broad  in  scope.  My 
perfecting  amendment  would  limit  the  appli¬ 
cation  of  the  dispersal  principle  to  reasonable 
bounds. 

For  convenience  of  reference,  a  copy  of  the 
committee  amendment  as  modified  by  my 
perfecting  amendment  follows,  showing  ad¬ 
ditions  by  italic  and  deletions  by  brackets: 

“In  order  to  insure  productive  capacity  in 
the  event  of  such  an  attack  on  the  United 
States,  it  is  the  policy  of  the  Congress  to 
[promote]  have  due  consideration  given, 
among  other  factors,  to  the  geographical  dis¬ 
persal  of  the  industrial  facilities  of  the 
United  States  in  the  interest  of  the  national 
defense,  in  instances  where  the  continuous 
operation  of  such  facilities  is  essential  to  the 
Nation’s  security,  [and  to  discourage  the 
concentration  of  such  productive  facilities 
within  limited  geographical  areas  which  are 
vulnerable  to  attack  by  an  enemy  of  the 
United  States.]  In  the  construction  of  any 


Government -owned  industrial  facilities,  the 
continuous  operation  of  which  is  essential  to 
the  Nation’s  security,  and  in  the  rendition  of 
Government  financial  assistance  by  way  of 
direct  loan  or  guaranty  for  the  construction, 
expansion,  or  improvement  of  any  such  in¬ 
dustrial  facilities  [,  and  in  the  procurement 
of  goods  and  services,  under  this  or  any  other 
act],  each  department  and  agency  of  the 
executive  branch  [shall  apply],  under  the  co¬ 
ordination  of  the  Office  of  Defense  Mobiliza¬ 
tion,  when  practicable  and  consistent  with 
existing  law  and  the  desirability  for  main¬ 
taining  a  sound  economy,  shall  give  due  con¬ 
sideration  to  the  following  factors,  among 
others: 

“(a)  achievement  of  geographical  disper¬ 
sal; 

“(b)  convenient  availability  of  production 
materials; 

“(c)  adequacy  and  productivity  of  labor; 
“(d)  proximity  to  supply  of  capable  labor 
available  for  defense  work  as  production  for 
civilian  use  dwindles  during  a  national  emer¬ 
gency; 

“(e)  availability  of  adequate  industrial 
fuel; 

“(f)  sufficiency  of  transportation  facil¬ 
ities; 

“(9)  proximately  to  markets  for  end 
products; 

“(h)  adequacy  of  distribution  facilities; 

“ (i)  dependable  availability  of  power  and 
water; 

“if)  acceptability  of  living  conditions,  in¬ 
cluding  adequacy  and  reasonableness  of  cost 
to  users  of  housing  and  community  facilities; 
“(k)  availability  of  adequate  sites; 

"(1)  favorability  of  construction  cost  of 
facilities  and  appurtenant  housing  and  com. 
munity  facilities; 

“(m)  acceptability  of  climate; 

“(n)  accessibility  to  servicing,  repair  and 
replacement  facilities  for  machinery,  com¬ 
ponents  and  parts; 

“(o)  ability  to  meet  deadlines  for  timely 
delivery  of  end  products  at  specified  places; 

“(p)  overall  economy  and  efficiency  of 
operation; 

“(q)  acceptability  of  tax  structure;  and 
"(i')  effect  of  pertinent  State  and  local 
laws  and  regulations. 

[the  principle  of  the  geographical  dispersal 
of  such  facilities  in  the  Interest  of  national 
defense.]  Every  effort  will  be  made  to  require 
the  use  of  existing  facilities  in  lieu  of  con¬ 
structing  new  industrial  facilities  of  the  type 
described  above  in  this  section.  [Nothing 
contained  in  this  paragraph  shall  preclude 
the  use  of  existing  industrial  facilities.]” 

Several  Senators.  Vote!  Vote! 

Mr.  BUSH.  Mr.  President,  I  yield 
back  the  remainder  of  my  time. 

Mr.  FULBRIGHT.  Mr.  President.  I 
shall  be  glad  to  yield  back  the  time  on 
this  side. 

Several  Senators.  Vote!  Vote! 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Cali¬ 
fornia  [Mr.  KuchelI.  [Putting  the 
question.]  The  “noes”  appear  to  have  it. 

Mr.  KUCHEL.  Mr.  President,  I  ask 
for  a  division. 

On  a  division  the  amendment  was  re¬ 
jected. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

Mr.  KNOWXiAND.  Mr.  President,  is 
there  any  time  allotted  on  the  commit¬ 
tee  amendment? 

The  PRESIDING  OFFICER.  There  is 
30  minutes  time  to  each  side. 

Mr.  KNOWLAND.  Mr.  President,  I 
wish  to  speak  very  briefly.  The  Senate 
has  voted  on  the  motion  to  table,  and  I 


hope  that  some  Senators  who  were  not 
here  during  the  debate  on  the  motion  to 
table  are  present  at  this  time. 

In  the  first  place,  Mr.  President,  the 
committee  amendment  is  very  far  reach¬ 
ing  and  is  new  to  legislation  in  the  way 
it  is  being  presented.-  For  the  first  time 
it  draws  a  criterion  in  law  for  a  geo¬ 
graphical  dispersal,  and  then  it  goes  to 
such  an  extent  as  to  provide: 

In  the  construction  of  any  Government- 
owned  industrial  facilities,  in  the  rendition 
of  any  governmental  financial  assistance. 

I  believe  those  words  are  sufficiently 
broad  to  prohibit  small  business  loans  to 
an  existing  manufacturing  plant  in  an 
area  which  might  be  deemed  by  some 
executive  to  be  an  area  subject  to  atomic 
attack  or  any  other  enemy  attack.  It 
might  prohibit  such  a  plant  receiving  a 
loan  to  produce  parts  which  might  be 
supplied  to  a  larger  manufacturer. 

Reading  further,  Mr.  President — - 

In  the  rendition  of  any  Government  finan¬ 
cial  assistance  for  the  construction,  expan¬ 
sion,  or  improvement  of  any  industrial  fa¬ 
cilities,  and  in  the  procurement  of  goods  and 
services,  under  this  or  any  other  act. 

And  so  forth.  It  not  only  relates  to 
defense  production,  such  as  planes  or 
tanks  or  guns,  but  I  believe  it  is  so  broad 
that  it  would  apply  to  general  manufac¬ 
ture  in  the  United  States. 

Mr.  President,  I  say,  most  respectfully, 
that  in  the  event  the  amendment  is  made 
a  part  of  the  bill,  I  hope  the  question 
will  go  to  conference,  and  that  the  con¬ 
ferees  will  give  it  attention,  because 
although  I  know  it  is  not  the  intent  of  the 
authors  of  the  proposal,  I  think  we  have 
here  the  makings  of  a  corporate  state 
whereby  the  central  government  will 
move  in  and  to  a  degree  control  indus¬ 
try.  Up  to  this  time,  under  the  system  we 
have  followed  we  have  built  this  Nation 
from  a  small  colony  of  3  million  popula¬ 
tion  on  the  Atlantic  seaboard  to  a  great 
Nation  of  165  million,  extending  from  the 
Atlantic  to  the  Pacific,  and  have  made  it 
the  most  productive  Nation  the  world  has 
ever  known,  with  the  largest  force  of 
workers  ever  employed  in  our  Nation's 
history;  but  now,  Mr.  President,  it  is  pro¬ 
posed  that  management  be  transferred 
to  Government.  We  are  legislating  not 
for  this  administration  or  for  the  one 
which  may  follow  it.  We  may  be  setting 
a  precedent  for  a  long  time  to  come. 

This  bill,  without  this  amendment, 
passed  the  House  of  Representative  on 
May  31.  This  amendment,  so  far  as  the 
genei’al  public  knew,  was  not  the  matter 
under  consideration  when  the  committee 
met.  The  meetings  were  called  for  con¬ 
sideration  of  the  extension  of  the  Defense 
Production  Act.  From  one  end  of  this 
country  to  the  other,  Mr.  President,  I  be¬ 
lieve  the  people  have  not  had  adequate 
notice.  I  believe  that  had  they  known 
an  amendment  of  this  far-reaching  char¬ 
acter  would  be  under  consideration,  they 
would  have  asked  to  be  heard  in  each  of 
the  48  States  of  the  Union. 

I  respectfully  say,  again,  Mr.  President, 
that  I  think  we  are  driving  an  opening 
wedge  to  transfer  private  management, 
which,  under  our  free-enterprise  system, 
has  built  this  Nation  and  built  each  of 
our  48  States,  into  the  hands  of  the  Fed¬ 
eral  Government,  and  we  may  find  some 
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subordinate  official  laying  down  criteria 
and  saying  that  the  Congress  of  the 
United  States  has  given  him  a  blank 
check. 

I  hope  the  legislative  history  of  this 
measure  will  be  such  that  it  will  not  be 
possible  to  put  the  stamp  of  approval 
upon  that  kind  of  thing,  because,  other¬ 
wise,  what  we  do  will  rise  to  plague  us  in 
years  to  come,  and  it  may  very  well  be, 
as  in  the  case  of  Italy  under  Mussolini, 
that  vast  powers  will  be  exercised  by  the 
Federal  Government.  Then  it  will  be 
said,  “If  you  move  the  plants,  you  must 
be  able  to  move  the  labor,  because  the 
plants  without  labor  will  not  be  effective.” 

There  would  be  a  chain  reaction  going 
far  beyond  anything  which  the  authors 
of  the  bill  or  any  Senator  who  voted  on 
the  motion  to  table  ever  recognized  as 
even  a  possibility. 

Mr.  BUSH.  Mr.  President,  will  the 
Senator  from  California  yield? 

Mr.  KNOWLAND.  I  yield. 

Mr.  BUSH.  Mr.  President,  I  wish  to 
congratulate  the  Senator  from  California 
upon  his  remarkable  speech.  I  think  he 
has  put  his  finger  on  an  element  which 
has  not  been  brought  out  previously  in 
the  debate.  I  certainly  wish  to  concur 
in  the  sentiments  which  he  has  ex¬ 
pressed.  I  think  the  amendment  repre¬ 
sents  a  danger  which  we  did  not  consider 
in  the  committee  at  all  and  which  has 
not  l^een  heretofore  considered  on  the 
floor  in  connection  with  this  issue.  I 
hope  Senators  will  give  consideration  to 
the  dangers  referred  to  by  the  Senator 
from  California  which,  as  he  so  ably 
points  out,  are  inherent  in  the  pending 
measure. 

Mr.  BENNETT.  Mr.  President,  I  wish 
to  make  the  observation  that  we  are  ex¬ 
tending  the  Defense  Production  Act  for 
2  years,  and  there  will  be  ample  oppor¬ 
tunity  2  years  from  now  to  review  the 
situation,  if  experience  proves  that  it  is 
so  frightening  as  the  speech  of  the  Sen¬ 
ator  from  California  would  indicate. 

Mr.  FULBRIGHT.  Mr.  President,  I 
wish  to  say  1  or  2  things  by  way  of  com¬ 
menting  on  the  speech  of  the  Senator 
from  California. 

The  present  administration  is  trying  to 
follow,  in  many  respects,  the  same  policy 
as  that  which  is  set  forth  in  the  bill. 
The  Air  Force  is  the  only  segment  of  the 
administration  that  has  shown  any  dis¬ 
agreement  with  this  amendment.  It  says 
it  agrees  with  the  policy,  but  it  objects 
to  the  inclusion  of  this  particular  pro¬ 
vision  in  the  bill.  But  the  Secretary  of 
Commerce,  Dr.  Flemming  of  ODM,  and 
Mr.  Val  Peterson  of  the  Civil  Defense  Ad¬ 
ministration  have  recorded  themselves 
in  favor  of  the  pending  amendment. 

It  seems  rather  strange  that  no  one  in 
the  present  administration  has  been 
conscious  of  this  great  danger  to  our  pri¬ 
vate  enterprise  system  which  has  been 
indicated  by  the  Senator  from  California. 
Or  are  we  to  believe  that  the  Senator 
from  California  has  lost  all  confidence 
in  this  administration  and  is  not  willing 
to  trust  it  with  the  administration  of  this 
program? 

Mr.  KNOWLAND.  Mr.  President,  will 
the  Senator  from  Arkansas  yield? 

Mr.  FULBRIGHT,  I  yield. 

Mr.  KNOWLAND.  I  happen  to  believe 
in  a  government  of  laws,  and  not  of  men, 


regardless  of  the  administration  that 
may  be  in  power.  We  in  the  Congress 
are  a  coordinate  branch  of  the  Govern¬ 
ment  and  a  coequal  branch  of  the  Gov- 
ei'nment.  We  have  an  obligation  not 
even  inadvertently  to  surrender  any 
power  to  the  Federal  Government  which 
may  be  used  5  or  10  or  20  years  from  now 
to  destroy  or  to  modify  greatly  what  I 
think  has  been  our  great  productive  ca¬ 
pacity  gx’owing  out  of  our  economic  sys¬ 
tem. 

Mr.  FULBRIGHT.  Mr.  President,  I 
think  the  Senator  from  California  mis¬ 
understands  the  amendment  completely. 
This  amendment  does  not  apply  at  all 
except  in  those  instances  where  a  com¬ 
pany  is  seeking  assistance  from  the  Gov¬ 
ernment. 

In  view  of  the  enormous  contributions 
of  the  Federal  Government  to  the  State 
of  California,  I  think  the  Senator  should 
not  be  too  fearful  of  a  program  in  which 
the  Federal  Government  participates. 
Airplane  plants,  aluminum  plants,  and 
other  plants  in  the  State  of  California, 
built  by  the  Federal  Government,  have 
been  a  great  addition  to  the  economy, 
not  only  of  California,  but  of  the  whole 
Nation.  I  do  not  think  there  is  any¬ 
thing  inherently  bad  about  that. 

Mr.  KNOWLAND.  I  am  not  speaking 
today  as  a  Senator  from  California,  but 
as  a  Senator  of  the  United  States. 

I  did  not  understand  that  the  amend¬ 
ment  was  for  the  purpose  of  distribut¬ 
ing  industrial  plants  around  the  Nation; 

I  thought  the  purpose  was  to  promote  the 
national  defense. 

Mr.  FULBRIGHT.  The  Senator  has 
had  his  say.  I  was  about  to  say  that  it 
amazes  me,  inasmuch  as  the  Senator 
from  California  has  shown  an  interest 
in  the  defense  of  the  country,  and  in 
building  up  the  defense,  that  because  this 
particular  aspect  might  affect  specific 
localities,  he  is  unwilling  to  recognize 
the  main  objective;  namely,  that  this 
provision  relates  to  the  national  defense. 
The  objective  and  the  incentive  for  the 
proposed  legislation  and  the  Bennett 
amendment  are  quite  clear. 

This  amendment  follows  the  recom¬ 
mendations  of  the  administration.  The 
three  persons  whom  I  have  mentioned — 
Mr.  Peterson,  the  Administrator  of  Civil 
Defense;  Secretary  of  Commerce  Weeks; 
and  Mr.  Flemming,  Director  of  the  Office 
of  Defense  Mobilization,  and  also  the 
Nelson  committee,  which  was  appointed 
by  ODM  for  the  specific  purpose  of  ex¬ 
amining  into  this  policy — all  recommend 
that  for  the  defense  of  the  country,  in 
case  of  an  atomic  attack,  the  dispersal 
policy  is  fundamental  and  essential. 

It  is  true  that  such  a  policy  will  have 
local  effects.  All  our  policies  have  local 
effects  when  they  are  applied.  But  the 
objective  of  the  bill  and  of  the  amend¬ 
ment  offered  by  the  Senator  from  Utah 
is  to  increase  the  national  defense.  They 
are  designed  to  be  in  the  interest  of  the 
national  defense. 

To  put  it  very  simply,  as  I  stated  in 
my  opening  remarks,  the  purpose  of  the 
bill  is  to  carry  out  the  principle  of  not 
putting  all  our  eggs  in  one  basket.  If 
all  our  airplane  production,  or  a  very 
large  part  of  it,  is  to  be  in  a  small  area 
outside  Los  Angeles,  that  area  will  be  a 
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very  inviting  target  in  case  of  war.  If  an 
enemy  should  succeed  in  dropping  one 
bomb  accurately  on  that  area,  the  Na¬ 
tion’s  aircraft  production  would  be  para¬ 
lyzed. 

The  bill  does  not  provide  for  the  mov¬ 
ing  of  any  established  plants.  It  is  really 
very  modest  in  its  objectives.  It  merely 
provides  that  in  the  building  of  new 
plants,  if  the  builders  seek  to  obtain  as¬ 
sistance  from  the  Government,  the  Gov¬ 
ernment  shall  consider  the  principle  of 
dispersion  and  shall  seek  in  the  interest 
of  national  defense,  to  disperse  the 
plants,  so  that  all  of  them,  or  a  very  sub¬ 
stantial  number  of  them,  will  not  be 
located  in  a  place  which  is  subject  to 
destruction  by  a  single  raid. 

The  PRESIDING  OFFICER.  The  time 
of  the  Senator  from  Arkansas  has  ex¬ 
pired. 

Mr.  FULBRIGHT.  I  yield  myself  2  ad¬ 
ditional  minutes. 

The  proposal  is  a  very  modest  one.  It 
writes  into  the  law  policies  which  the 
administration  is  already  seeking  to 
carry  out,  but  which  the  Nelson  commit¬ 
tee  and  officials  of  the  administration 
have  said  is  moving  too  slowly,  because 
not  sufficient  attention  is  being  paid  to 
it.  The  administration,  therefore,  has 
agreed  that  Congress  should  accept  and 
adopt  this  policy  by  writing  it  into  the 
law,  in  order  to  strengthen  the  adminis¬ 
tration’s  application  of  the  program. 

I  think  it  is  very  strange,  indeed,  that 
the  Senator  from  California  should  build 
up  mythical  bugaboos  to  the  effect  that 
the  intention  is  to  turn  the  Nation  into  a 
corporate  state,  because  this  is  a  very 
modest  provision  in  the  bill. 

Mr.  MUNDT.  Mr.  President,  will  the 
Senator  yield  me  5  minutes? 

Mr.  FULBRIGHT.  I  yield  5  minutes 
to  the  Senator  from  South  Dakota. 

Mr.  MUNDT.  Mr.  President,  since  it 
appears  that  we  are  now  all  talking  for 
the  Record  and  are  making  the  legisla¬ 
tive  history  to  be  read  by  those  who  are 
charged  with  the  responsibility  of  ad¬ 
ministering  the  act,  I  shall  comment 
briefly  in  connection  with  this  legislative 
history. 

First,  I  congratulate  the  distinguished 
chairman  of  the  Committee  on  Banking 
and  Currency  [Mr.  Fulbright]  for  hav¬ 
ing  included  this  amendment  in  the  bill. 
It  is  very  clear  that  the  amendment 
applies  only  to  those  operations  and 
functions  of  the  Government  which  are 
owned  and  operated  or  are  supported  or 
financed  by  the  Federal  Government. 
It  will  have  no  impact  upon  the  private 
industry  of  this  country. 

I  am  glad  the  Senate  voted  on  the 
amendment  relating  to  the  present  dis¬ 
persal  criteria,  and  that  the  legislative 
history  shows  that  the  Senate  emphat¬ 
ically  rejected  those  criteria  when  they 
were  presented  in  amendment  form.  I 
think  the  Senate  rejected  them  in  part 
because  of  the  very  valid  and  persuasive 
argument  advanced  by  the  Senator  from 
Arkansas.  I  think  they  were  rejected  in 
part  also  because  they  are  not  sufficient¬ 
ly  effective  to  do  the  job.  Had  the  dis¬ 
persal  criteria  which  the  junior  Senator 
from  California  [Mr.  Ktjchel]  sought  to 
have  included  in  the  law  by  amendment 
been  sufficiently  effective,  the  committee 
would  never  have  had  to  submit  this 
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committee  amendment  now  before  us  for 
approval. 

The  committee  submitted  its  amend¬ 
ment  because  there  was  something  lack¬ 
ing  in  the  law,  and  the  administrative 
criteria,  namely,  a  sufficient  recognition 
of  the  importance  of  geography  in  those 
criteria.  I  feel  certain  the  committee 
found  it  necessary  to  make  this  new 
amendment  because  of  these  inadequate 
criteria.  It  is  now  a  mandate  of  the 
Senate,  however,  to  place  more  empha¬ 
sis  on  geography  in  dispersal  of  defense 
industries.  It  is  now  a  legislative  recital 
of  the  determination  of  Congress  and 
the  appropriation  bodies  of  Congress 
that  geography  be  recognized  as  one  of 
the  great  methods  by  w'hich  defense  in¬ 
dustries  which  are  defensible  can  be 
established.  We  do  not  want  them  con¬ 
centrated  in  a  few  choice  target  areas. 

I  am  glad  the  Senate  has  had  its  yea- 
and-nay  votes  on  these  matters.  I  am 
glad  we  have  had  this  discussion.  I 
do  not  think  we  need  to  fear,  despite 
the  arguments  envisioned  by  my  good 
friend  from  California  [Mr.  Knowland], 
that  the  adoption  of  the  amendment  will 
certainly  bring  about  a  great  govern¬ 
mental  movement  of  people  from  coastal 
areas  to  the  interior  of  the  Nation. 
Nevertheless,  we  have  a  right  to  hope 
that  it  will  stop  the  continuing  drain  of 
young  people  from  the  middle  part  of 
America  to  the  coastal  areas. 

California,  the  East,  and  other  areas 
of  the  Nation  are  heavily  populated  with 
the  sons  and  daughters  of  rural  America, 
who  were  forced  to  leave  their  home 
States  to  secure  employment  in  defense 
industries — a  fact  which  up  to  now  the 
Department  of  Defense  has  pretty  well 
ignored.  I  repeat,  the  word  is  “ignored.” 
The  Middle  West  has  been:  pretty  well 
ignored  in  the  locating  of  defense  fab¬ 
ricating  plants.  The  defense  plants  are 
supported  by  all  the  taxpayers,  not 
merely  the  taxpayers  of  the  coastal 
States  which  now  have  a  plethora  of 
defense  industries. 

The  committee  and  the  Senate  have 
acted  wisely  in  solidifying  in  the  law  the 
determination  of  Congress,  at  long  last, 
to  have  the  dispersals  made  throughout 
the  country,  so  that  the  plants  can  be 
defended  without  undue  added  expense 
under  the  national  defense  program,  and 
so  that  there  will  be  some  element  of 
equity  from  the  standpoint  of  placing 
tax-supported  industries  in  various  tax- 
paying  areas  of  the  Nation. 

I  hope  those  who  will  evaluate  and  ad¬ 
minister  this  law  will,  from  a  reading  of 
the  Record,  note  well  the  fact  that  the 
present  criteria  were  rejected  when  they 
were  brought  before  us  in  amendment 
form.  They  were  inadequate  to  do  the 
job.  V/e  have  a  right  to  expect  better 
performance  in  the  future  under  this  new 
law. 

Mr.  JENNER.  Mr.  President,  on  the 
committee  amendment  I  ask  for  the  yeas 
and  nays. 

The  PRESIDING  OFFTCER.  Is  all 
time  on  both  sides  yielded  back? 

Mr.  FULBRIGHT.  I  will  yield  back 
the  remainder  of  my  time  if  the  Sen¬ 
ator  from  California  will  yield  back  his 
remaining  time. 

Mr.  KNOWLAND.  On  the  committee 
amendment? 


Mr.  FULBRIGHT.  Yes. 

Mr.  KNOWLAND.  I  yield  back  the  re¬ 
mainder  of  my  time. 

The  PRESIDING  OFFICER.  All 
time  has  been  yielded  back. 

Mr.  KNOWLAND.  I  suggest  the  ab¬ 
sence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  KNOWLAND.  Mr.  President,  I 
ask  unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

The  question  is  on  agreeing  to  the  com¬ 
mittee  amendment.  [Putting  the  ques¬ 
tion.] 

The  Chair  is  in  doubt. 

Mr.  FULBRIGHT.  I  suggest  the  ab¬ 
sence  of  a  quorum. 

Mr.  BUSH.  Mr.  President,  will  the 
Chair  repeat  his  decision? 

The  PRESIDING  OFFICER.  The 
Chair  did  not  announce  the  result. 

Mr.  MUNDT.  Mr.  President,  I  ask  for 
the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

Mr.  MORSE.  I  suggest  the  absence  of 
a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll,  and 
the  following  Senators  answered  to  their 
names: 


Aiken 

Hlckenlooper 

Mundt 

Allott 

Hill 

Murray 

Anderson 

Hruska 

Neuberger 

Barrett 

Jackson 

O’Mahoney 

Bender 

Jenner 

Payne 

Bennett 

Johnson,  Tex. 

Potter 

Bush 

Johnston,  S.  C. 

Purtell 

Carlson 

Kerr 

Schoeppel 

Case,  S.  Dak. 

Knowland 

Scott 

Chavez 

Kuchel 

Smith,  Maine 

Cotton 

Laird 

Smith,  N.  J. 

Dworshak 

Langer 

Sparkman 

Ellender 

Lehman 

Stennis 

Ervin 

Long 

Symington 

Flanders 

Malone 

Thye 

Prear 

Mansfield 

Watkins 

Fulbright 

Martin,  Pa. 

Wiley 

George 

McCarthy 

Williams 

Goldwater 

McClellan 

Wofford 

Gore 

Millikin 

Hayden 

MOrse 

The  PRESIDING  OFFICER.  A  quorum 
is  present. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
order  for  the  yeas  and  nays  be  rescinded. 

The  PRESIDING  OFFICER.  Is  there 
objection? 

Mr.  WILLIAMS.  I  object. 

The  PRESIDING  OFFICER  (Mr.  Laird 
in  the  chair) .  The  question  is  on  agree¬ 
ing  to  the  committee  amendment  be¬ 
ginning  on  page  3,  in  line  10,  and  end¬ 
ing  on  page  4  in  line  6. 

On  this  question,  all  time  has  been 
used. 

The  yeas  and  nays  have  been  ordered; 
and  the  clerk  will  call  the  roll. 

The  Chief  Clerk  called  the  roll. 

Mr.  JOHNSON  of  Texas.  I  announce 
that  the  Senator  from  Nevada  [Mr. 
Bible],  the  Senator  from  Virginia  [Mr. 
Byrd],  the  Senator  from  Kentucky  [Mr. 
Clements],  the  Senator  from  Texas  [Mr. 
Daniel],  the  Senator  from  Illinois  [Mr. 
Douglas],  the  Senator  from  Mississippi 
[Mr.  Eastland],  the  Senator  from  Rhode 
Island  [Mr.  Green],  the  Senator  from 
Missouri  [Mr.  Hennings],  the  Senator 


from  Florida  [Mr.  Holland],  the  Senator 
from  Minnesota  [Mr.  Humphrey],  the 
Senator  from  Tennessee  [Mr.  Kefauver], 
the  Senator  from  Massachusetts  [Mr. 
Kennedy]  ,  the  Senator  from  Washington 
[Mr.  Magnuson],  the  Senator  from 
Michigan  [Mr.  McNamara],  the  Senator 
from  Oklahoma  [Mr.  Monroney],  the 
Senator  from  Rhode  Island  [Mr.  Pas- 
tore],  the  Senator  from  Virginia  [Mr. 
Robertson],  the  Senator  from  Georgia 
[Mr.  Russell]  and  the  Senator  from 
Florida  [Mr.  Smathers]  are  absent  on 
official  business. 

The  Senator  from  West  Virginia  [Mr. 
Neely]  is  necessarily  absent. 

On  this  vote,  the  Senator  from  Massa¬ 
chusetts  [Mr.  Kennedy]  is  paired  with 
the  Senator  from  Florida  [Mr.  Smath¬ 
ers].  If  present  and  voting,  the  Senator 
from  Massachusetts  would  vote  “nay” 
and  the  Senator  from  Florida  would  vote 
“yea.” 

The  Senator  from  Florida  [Mr.  Hol¬ 
land]  is  paired  with  the  Senator  from 
Rhode  Island  [Mr.  Pastore].  If  present 
and  voting,  the  Senator  from  Florida 
would  vote  “yea,”  and  the  Senator  from 
Rhode  Island  would  vote  “nay.” 

I  further  announce  that  if  present  and 
voting,  the  Senator  from  Nevada  [Mr. 
Bible],  the  Senator  from  Kentucky  [Mr. 
Clements],  the  Senator  from  Texas  [Mr. 
Daniel],  the  Senator  from  Illinois  [Mr. 
Douglas],  the  Senator  from  Mississippi 
[Mr.  Eastland],  the  Senator  from  Mis¬ 
souri  [Mr.  Hennings],  the  Senator  from 
Minnesota  [Mr.  Humphrey],  the  Senator 
from  Tennessee  [Mr.  Kefauver],  the 
Senator  from  Oklahoma  [Mr.  Mon¬ 
roney],  the  Senator  from  West  Virginia 
[Mr.  Neely],  and  the  Senator  from  Vir¬ 
ginia  [Mr.  Robertson]  would  each  vote 
“yea.” 

Also  on  this  vote  the  Senator  from 
Washington  [Mr.  Magnuson]  would  vote 
“nay.” 

Mr.  KNOWLAND.  I  announce  that 
the  Senator  from  Maryland  [Mr.  Beall], 
the  Senator  from  Ohio  [Mr.  Bricker], 
the  Senator  from  New  Hampshire  [Mr. 
Bridges],  the  Senator  from  New  Jersey 
[Mr.  Case],  the  Senator  from  Idaho  [Mr. 
Welker],  and  the  Senator  from  North 
Dakota  [Mr.  Young]  are  necessarily  ab¬ 
sent. 

The  Senator  from  Indiana  [Mr.  Cape- 
hart],  the  Senator  from  Pennsylvania 
[Mr.  Duff],  and  the  Senator  from  Iowa 
[Mr.  Martin]  are  absent  on  official  busi¬ 
ness. 

The  Senator  from  New  York  [Mr. 
Ives]  is  absent  because  of  illness. 

The  Senator  from  Maryland  [Mr.  But¬ 
ler],  the  Senator  from  Nebraska  [Mr. 
Curtis],  the  Senator  from  Illinois  [Mj. 
Dirksen],  and  the  Senator  from  Mas¬ 
sachusetts  [Mr.  Saltonstall],  are  de¬ 
tained  on  official  business. 

On  this  vote,  the  Senator  from  New 
Hampshire  [Mr.  Bridges]  is  paired  with 
the  Senator  from  Idaho  [Mr.  Welker]. 
If  present  and  voting,  the  Senator  from 
New  Hampshire  would  vote  “nay”  and 
the  Senator  from  Idaho  would  vote  “yea.” 

Also,  on  this  vote,  the  Senator  from 
New  Jersey  [Mi-.  Case]  is  paired  with 
the  Senator  from  Iowa  [Mr.  Martin]. 
If  present  and  voting,  the  Senator  from 
New  Jersey  would  vote  “nay”  and  the 
Senator  from  Iowa  would  vote  “yea.” 


1956 
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I  furthei-  announce  that  the  Senator 
from  Pennsylvania  [Mr.  Duff]  is  paired 
with  the  Senator  from  Nebraska  [Mr. 
Curtis].  If  present  and  voting,  the 
Senator  from  Pennsylvania  would  vote 
“nay”  and  the  Senator  from  Nebraska 
would  vote  “yea.” 

The  result  was  announced — yeas  48, 
nays  13,  as  follows: 

YEAS — 48 


Aiken 

Gore 

Morse 

Allott 

Hayden 

Mundt 

Anderson 

Hickenlooper 

Murray 

Barrett 

Hill 

Neuberger 

Bennett 

Hruska 

O’Mahoney 

Carlson 

Johnson,  Tex. 

Payne 

Case,  S.  Dak. 

Johnston,  S.  C. 

Schoeppel 

Chavez 

Kerr 

Scott 

Cotton 

Laird 

Smith,  Maine 

Dworshak 

Langer 

Sparkman 

Ellender 

Long 

Stennis 

Ervin 

Malone 

Symington 

Prear 

Mansfield 

Thye 

Pulbright 

McCarthy 

Watkins 

George 

McClellan 

Wiley 

Goldwater 

Milllkin 

NAYS—  13 

Wofford 

Bender 

Knowland 

Purtell 

Bush 

Kuchel 

Smith,  N.  J. 

Flanders 

Lehman 

Williams 

Jackson 

Martin,  Pa. 

Jenner 

Potter 

NOT  VOTING— 

34 

Beall 

Douglas 

McNamara 

Bible 

Duff 

Monroney 

Bricker 

Eastland 

Neely 

Bridges 

Green 

Pastore 

Butler 

Hennings 

Robertson 

Byrd 

Holland 

Russell 

Capehart 

Humphrey 

Saltonstall 

Case,  N.  J. 

Ives 

Smathers 

Clements 

Kefauver 

Welker 

Curtis 

Kennedy 

Young 

Daniel 

Magnuson 

Dirksen 

Martin,  Iowa 

So  the  committee  amendment  was 
&^T00d  to 

The  PRESIDING  OFFICER.  The  bill 
is  open  to  further  amendment.  If  there 
be  no  further  amendment  to  be  pro¬ 
posed,  the  question  is  on  the  engrossment 
of  the  amendments  and  the  third  reading 
of  the  bill. 

The  amendments  were  ordered  to  be 
engrossed,  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The  bill 
having  been  read  the  third  time,  the 
question  is.  Shall  it  pass? 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  am  willing  to  yield  back  the  re¬ 
mainder  of  my  time,  with  the  under¬ 
standing  that  the  other  side  will  do 
likewise. 

Mr.  MORSE.  Mr.  President,  I  should 
like  to  have  10  minutes  on  the  bill. 

Mr.  JOHNSON  of  Texas.  I  yield  10 
minutes  to  the  Senator  from  Oregon. 

Mr.  MORSE.  Mr.  President,  I  wish  to 
thank  the  Senate  for  accepting  the  com¬ 
mittee  amendment  to  section  701  (c) , 
This  was  an  amendment  which  I  pro¬ 
posed  in  committee. 

In  my  judgment,  this  amendment  is 
the  minimum  action  the  Congress  should 
take  to  provide  some  assistance  to  the 
small  concerns  in  the  country  which  are 
suffering  from  the  heavy  demands  im¬ 
posed  by  meeting  our  defense  require¬ 
ments. 

I  thank  the  Senator  from  Utah  [Mr. 
Bennett]  for  the  cooperation  and  as¬ 
sistance  he  gave  me  in  connection  with 
this  amendment.  After  committee  dis¬ 
cussion  of  the  principle  of  the  amend¬ 


ment,  which  was  approved  by  the 
committee,  the  Senator  from  Utah  and 
I  worked  out,  with  the  assistance  of  legal 
counsel  of  the  staff,  the  wording  of  the 
amendment. 

I  have  received  many  requests  for  as¬ 
sistance  from  small  fii-ms  which  are  un¬ 
able  to  get  materials  in  order  to  stay  in 
business.  Small  contractors  cannot  bid 
on  jobs  because  they  cannot  get  certain 
types  of  steel — it  is  all  going  to  the  pro¬ 
ducers’  subsidiaries.  Small  barge  build¬ 
ers  cannot  get  the  kind  of  steel  they 
need  to  provide  cheap  barge  transporta¬ 
tion — it  is  all  going  to  the  big  companies, 
which  find  it  easy  to  get  both  rapid  tax 
amortization  and  the  needed  steel. 

In  the  field  of  nickel,  the  same  story 
is  told  again  and  again.  Only  3  weeks 
ago  the  Small  Business  Committee  held 
hearings  on  the  subject  of  nickel.  We 
heard  platers  and  plating  suppliers  tell 
.  of  their  hardships.  Their  supplies  have 
been  reduced  to  a  quarter  of  their  sup¬ 
ply  in  1949  or  1950,  and  even  at  that  they 
never  can  count  on  more  than  a  month’s 
supply.  They  do  not  know  how  their  al¬ 
location  is  computed,  or  how  it  compares 
with  their  competitor’s.  All  they  know 
is  that  each  month  they  are  told  how 
much  they  can  have  for  the  next  month. 
They  can  go  out  and  buy  more  nickel — 
at  two  or  three  times  the  so-called 
market  price,  but  their  business  does  not 
allow  for  this  kind  of  a  margin.  The  big 
companies  can  afford  it,  and  they  are 
putting  in  their  own  plating  equipment 
and  integrating  still  further. 

And  what  does  the  Government,  which 
has  caused  this  situation,  do  about  it? 
The  only  hope  the  Government  can  offer 
is  to  wait  3  or  4  years  until  the  latest  ex¬ 
pansion  program  announced  May  17, 
1956,  gets  going.  In  the  meantime  the 
ODM  is  diverting  nickel  from  the  defense 
stockpile.  This  is  helpful  to  industry; 
I  hope  it  is  not  toying  with  the  national 
security. 

Beyond  this,  the  ODM  and  the  Com¬ 
merce  Department  can  only  agree  on 
confusing  the  situation  hopelessly. 

On  one  hand,  they  state  they  are  ex¬ 
ercising  no  controls,  on  the  theory,  ex- 
-  pressed  by  Dr.  Flemming  when  the  NPA 
orders  controlling  nickel  were  revoked, 
that  “competition  in  a  free  market  is  a 
major  factor  in  the  maintenance  of  a 
strong  and  dynamic  economy.”  Again 
and  again  Dr.  Flemming  and  Secretary 
Weeks  reiterate  that  there  are  no  Gov¬ 
ernment  controls.  And  equally  fre¬ 
quently  they  repeat  that  the  present  dis¬ 
tribution  is  fair  and  equitable. 

But  when  I  heard  the  testimony  of  Mr. 
Mueller,  Assistant  Secretary  of  Com¬ 
merce,  and  Mr.  McCoy  of  the  Commerce 
Department,  and  Mr.  Wingate  of  the  In¬ 
ternational  Nickel  Co.,  I  had  a  very^dif- 
ferent  impression. 

Instead  of  there  being  no  Government 
controls,  I  concluded  there  is  now  an  in¬ 
formal  voluntary  agreement  between 
Commerce,  the  International  Nickel  Co. 
and  the  few  other  minor  producers,  and 
the  distributors  of  nickel  to  platers  and 
other  small  users  of  nickel.  Mr.  Mc¬ 
Coy’s  testimony  on  page  232  of  the  small 
business  hearings  made  it  clear  that  In¬ 
ternational  Nickel  agreed  to  cariT  on 
under  the  same  arrangements  as  NPA 


had  used.  Mr.  Wingate  on  pages  291  and 
292  left  no  doubt  that  the  other  pro¬ 
ducers  cooperated  fully  in  this  system. 
Mr.  Hershman’s  testimony  on  page  235 
and  Mr.  Wingate’s  testimony  on  page  296 
made  it  clear  that  the  suppliers  to  the 
plating  industry  shared  in  this  arrange¬ 
ment.  'They  have  to,  of  course;  if  they 
did  not  cooperate,  Inco  would  cut  off 
their  supplies. 

What  happens  is  that  Inco  assigns  a 
quota  to  each  of  its  customers.  They 
start  with  the  customers’  orders  in  1948- 
1950.  Then  Inco  makes  all  kinds  of  ad¬ 
justments — on  the  basis  of  Inco’s  esti¬ 
mate  of  the  customers’  needs,  and  the 
future  prospects  of  the  customer  and  so 
on,  as  described  at  length  at  pages  292- 
299  of  the  small  business  hearings. 

Each  customer  is  then  required  to  say 
just  how  much  he  got  from  any  supplier 
other  than  Inco.  This  is  deducted  from 
his  allocation.  This  applies  to  the  Gov¬ 
ernment  nickel  from  NICARO,  as  much 
as  to  any  other. 

Part  of  the  original  agreement  was 
that  the  Commerce  Depai^tment  would 
be  permitted  to  look  at  the  books  of  the 
producers  and  suppliers  to  see  whether 
the  agreement  was  being  carried  out. 

Listen  to  this  quotation  from  the  Com¬ 
merce  Department’s  report  on  nickel,  is¬ 
sued  in  December  1955: 

Question.  What  steps  are  taken  by  the 
Government  to  assure  equitable  distribution 
of  nickel? 

Answer.  BDSA  personnel  conduct  a 
monthly  audit  of  nickel  distributed  by 
nickel  producers  in  order  to  make  sure  that 
some  nickel  consumers  do  not  get  more  than 
their  fair  share.  This  is  done  by  BDSA  per¬ 
sonnel  matching  up  the  order  boards  of 
nickel  producers  in  order  to  insure  that 
consumers  do  not  place  duplicate  orders  with 
different  suppliers.  In  addition,  the  order 
boards  of  the  nickel  plating  suppliers  are 
audited  periodically.  The  most  recent  audit 
was  conducted  during  September  of  this 
year.  In  this  way  any  inequities  can  be 
corrected  quickly. 

Dr.  Flemming  thinks  nickel  is  being 
distributed  in  the  civilian  market  with¬ 
out  Government  controls — page  376.  He 
calls  what  the  Government  does  main¬ 
taining  liaison.  Perhaps  he  considers 
this  Inco-run  Government- assisted  sys¬ 
tem  “competition  in  a  free  market.” 

I  cannot  agree.  I  think  even  the  best- 
run  cartels  in  Europe  must  envy  the  sit¬ 
uation  into  which  the  Government  has 
placed  the  International  Nickel  Co., 
backing  its  control  over  the  market,  and 
lending  its  sanction  and  approval  to 
this  system. 

I  do  not  blame  International  Nickel 
for  this  situation.  On  the  contrary,  it 
seems  to  me  that  it  is  Secretary  Weeks 
and  Dr.  Flemming  who  are  primarily 
responsible,  and  they  may  well  have  not 
appreciated  what  they  were  doing. 

Dr.  Flemming  may  not  appreciate  how 
thorough  is  this  Government  control  or 
Government  support  of  Inco  control.  I 
suspect  he  does  not.  If  he  had  appre¬ 
ciated  it,  he  would  not  have  said: 

Formal  control  over  the  distribution  of 
nickel  In  the  civilian  economy  would  bring 
a  great  many  liabilities  in  its  wake.  In¬ 
formal  controls  would  create  even  more 
serious  liabilities.  If  we  are  going  to  have 
controls,  they  should  be  formal  controls,  so 
that  everyone  knows  the  rules  of  the  game” 
(p.  375). 
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Mr.  Mueller  of  the  Commerce  Depart¬ 
ment,  on  the  other  hand,  presumably 
knew  what  was  going  on,  though  even  he 
does  not  seem  to  appreciate  the  result  of 
the  Government’s  actions.  His  view  of 
this  private  voluntary  agreement,  spon¬ 
sored  and  supervised  by  the  Government 
was  shown  by  the  following  colloquy: 

Mr.  Odom.  So  that  you  could  say  as  be¬ 
tween  International  Nickel  Co.  controlling 
that  industry  and  the  Government  control¬ 
ling  the  industry,  you  would  rest  it  in  the 
hands  of  International  Nickel  Co.;  is  that 
your  testimony? 

Mr.  Mueller.  Well,  as  a  matter  of  fact, 
that  is  the  way  it  has  been  done,  to  a  large 
extent. 

Mr.  Odom.  And  you  think  that  is  the  best 
procedure? 

Mr.  Mueller.  I  think  it  is  far  preferable 
to  the  Government  doing  it. 

This  is  not  free  competitive  private 
enterprise.  This  is  not  a  free  market. 
This  is  not  freedom  from  Government 
controls. 

This  is  not  freedom  from  governmen¬ 
tal  control.  Every  plater  in  the  country 
knows  that  he  is  not  engaging  in  a  free 
enterprise  industry.  He  knows  he  is  be¬ 
ing  subjected  to  the  monopolistic  control 
of  the  International  Nickel  Co.,  which, 
in  turn,  has  the  cooperation  and  assist¬ 
ance  of,  and  in  a  very  real  sense,  the 
approval  of  its  practice  by  the  United 
States  Government. 

If  the  nickel  situation  is  so  bad  that 
such  a  system  is  necessary,  I  am  con¬ 
vinced  it  should  be  run  in  an  open,  public 
way  by  Government  orders,  printed  in 
the  Federal  Register,  so  that  all  who  are 
affected  can  know  what  is  being  done, 
with  formal  procedures  established  for 
protests  and  appeals,  and  with  definite 
lawful  penalties  for  violations. 

Mr.  President,  the  little  fellow  does  not 
have  a  chance  against  the  exercise  of  dis¬ 
cretion  by  the  International  Nickel  Co. 
He  takes  the  nickel  it  allows  him,  and  he 
likes  it,  or  he  can  go  broke  as  a  result  of 
raising  protests  which  may  get  him  into 
difflculty  when  it  comes  to  getting  future 
supplies. 

I  think  Dr.  Flemming  and  Secretary 
Weeks  can  now  take  measures  to  assist 
the  consumers  of  nickel,  even  under  the 
present  statute.  In  the  first  place,  there 
are  many  forms  of  allocation  short  of 
control  over  the  general  distribution  in 
the  civilian  market  which  they  could  now 
exercise  regardless  of  the  limitations  im¬ 
posed  by  section  101  (b)  of  the  act.  Fur¬ 
thermore,  even  Dr.  Flemming  agrees  that 
the  facts  support  a  finding  under  section 
101  (b)  warranting  the  exercise  of  con¬ 
trol  over  the  general  distribution  of 
nickel  in  the  civilian  market — Defense 
Production  Act  hearings,  pages  37-38. 

The  amendment  is  desirable,  in  my 
view,  to  make  it  clear  that  the  President 
has  a  duty,  when  the  needs  of  defense 
bring  about  a  situation  like  the  nickel 
situation  today,  to  review  the  situation 
carefully,  and  to  look  into  all  the  many 
forms  of  control  which  he  might  exer¬ 
cise,  and  then  to  take  whatever  action 
will  best  remedy  the  situation. 

This  amendment  is  no  iron  maiden. 
It  does  not  handcuff  the  President  and 
compel  him  to  take  needless  or  harmful 
action.  The  provision  is  loaded  with 
escape  clauses.  I  realize  that  the  Con¬ 


gress  cannot  specify  just  what  form  of 
relief  would  be  best  in  a  complicated  and 
changing  situation.  Even  if  we  could 
devise  the  best  system  in  the  world  for 
today’s  situation,  tomorrow’s  problem 
would  be  different  and  would  call  for  a 
different  solution. 

What  the  amendment  does  is  to  make 
it  clear  that  the  President  should  not 
wash  his  hands  of  responsibility  for  a  sit¬ 
uation  created  by  the  needs  of  defense. 

What  the  Senate  has  done  this  aft¬ 
ernoon,  in  my  judgment,  is  to  give  long- 
overdue  assistance  to  small-business 
men,  particularly  those  in  the  plating 
industry,  so  far  as  the  nickel  business 
is  concerned.  Under  the  amendment, 
the  President  has  the  clear  authority 
and,  in  my  judgment,  the  charge  of  duty 
to  come  to  the  assistance  of  these  small- 
business  men  when  the  facts  make  it 
perfectly  clear  that  they  are  entitled  to 
relief. 

The  PRESIDING  OFFICER.  Do  both 
sides  yield  back  the  remainder  of  their 
time? 

Mr.  HRUSKA.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in 
the  Record  at  this  point,  as  a  part  of 
my  remarks,  a  statement  which  I  pre¬ 
pared  on  H.  R.  9852. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Statement  by  Senator  Hruska 

The  time  is  most  opportune  to  give  new 
impetus  to  a  well-considered  policy  of  in¬ 
dustrial  dispersion  which  will  not  disrupt 
or  dislocate  our  existing  industrial  installa¬ 
tions. 

It  is  appropriate  first  that  we  assess  a 
policy  of  industrial  dispersion  as  another 
addition  to  our  arsenal  of  military  weapons. 
Senators  have  heard  many  speeches  and 
much  testimony  before  their  committees  in 
recent  weeks  on  the  relative  merits  of  cer¬ 
tain  items  of  military  hardware  over  others. 
Such  discussion  is  aimed  at  bringing  our 
Military  Establishment  to  the  highest  peak 
of  striking  power  possible. 

A  policy  of  industrial  dispersion  should, 
in  my  opinion,  be  discussed  in  the  same  light. 
Industrial  dispersion  is  a  sound  Investment 
for  our  defense  dollar. 

The  potential  of  aggressor  nations’  de¬ 
structive  power  increases  dally.  I  need  not 
detail  the  destruction  with  which  we  would 
be  threatened  in  case  of  attack  by  an  enemy. 

The  importance  of  dispersion  has  increased 
as  man  has  devised  weapons  of  war  with 
ever  greater  destructive  power.  Unnecessary 
concentration  of  our  industrial  facilities  is 
a  neglect  of  a  vital  part  of  our  defense  pro¬ 
gram. 

Industrial  dispersion  is,  of  course,  not  the 
complete  solution  to  our  problems  of  vul¬ 
nerability  but  it  is  an  integral  part  of  any 
modern  mobilization  program.  As  such,  it 
should  be  so  recognized  by  a  declaration  of 
policy  by  Congress  such  as  is  proposed. 

It  is  also  appropriate  that  the  Senate  make 
such ‘a  declaration  of  policy  at  a  time  when 
our  economy  is  at  a  high  peak  of  prosperity. 
The  vigor  of  our  industrial  community  is 
at  an  alltime  high.  Plant  modernization 
and  expansion  is  proceeding  at  an  unprece¬ 
dented  peacetime  pace  and  there  is  little 
sign  of  a  slackening. 

Thus,  a  vigorous  program  of  industrial 
dispersion  can  be  initiated  without  disrup¬ 
tion  or  dislocation  of  existing  industrial 
installations. 

The  McGraw-Hill  Publishing  Co.,  In  Its 
eighth  annual  survey  of  Industry,  estimated 
recently  that  American  industry  will  spend 
$39  billion  for  plant  modernization  and  ex¬ 


pansion  this  year.  That  is  a  30-percent 
increase  over  1955. 

Most  of  the  large  increases  in  capacity  this 
year  are  in  the  field  of  manufacturing — 
with  just  under  $14  billion  worth  of  capital 
spending  scheduled  for  this  year.  Further, 
the  manufacturing  industry  plans  $13.2  bil¬ 
lion  worth  of  capital  spending  in  1957.  Mc¬ 
Graw-Hill  reports  that  around  $11  billion 
for  plant  and  expansion  already  has  been 
earmarked  by  manufacturers  for  1958  and 
a  like  amount  in  1959. 

These  figures  show  that  the  yield  of  an 
Industrial  dispersion  program  would  be  high. 
Despite  the  urgency  of  need  for  Industrial 
dispersion,  there  is  a  practical  limit  to  how 
much  our  industrial  capacity  can  be  dis¬ 
persed  within  a  given  period.  At  this  time, 
when  our  manufacturing  community  is  ex¬ 
tremely  active  in  increasing  capacity,  that 
limit  is  comparatively  high. 

This  is  well  attuned  to  the  current  prob¬ 
lems  and  potentialities  of  our  dispersion 
program.  It  would  require  those  executive 
agencies  concerned  to  apply  the  principles 
of  dispersion  in  considering  location  of  all 
new  industrial  facilities  in  which  the  Gov¬ 
ernment  renders  financial  assistance.  It 
recognizes  the  undesirability  of  disrupting 
the  great  industrial  complexes  which  are  the 
backbone  of  our  economy.  But,  at  the  same 
time,  it  declares  that  Federal  funds  will  not 
be  used  in  establishment  of  new  industrial 
installations  to  increase  the  vulnerability  of 
established  facilities. 

This  program,  therefore,  would  do  much 
to  increase  the  protection  of  our  established 
Industrial  capacity  as  well  as  to  provide 
whatever  measure  of  protection  possible  for 
new  installations.  In  short,  it  would  guard 
against  making  any  target  area  any  more 
critical  than  at  present. 

Techniques  of  industrial  dispersion  are  well 
developed.  The  Departments  of  Defense  and 
Commerce,  the  Office  of  Civil  Defense,  and 
the  Office  of  Defense  Mobilization  have  es¬ 
tablished  dispersal  criteria  and  methods  of 
applying  them  to  specific  areas. 

Industrial  dispersion  is  no  longer  a  yard¬ 
stick  matter.  Taking  into  consideration  the 
awesome  destruction  which  can  be  wrought 
by  nuclear  weapons  and  the  complications 
of  fallout  patterns,  there  can  be  established 
no  scale  of  dispiersion  readily  applicable  to 
every  situation. 

Nevertheless,  mobilizati,on  planners,  on  a 
case-by-case  basis,  have  devised  a  technology 
of  dispersion  geared  to  the  requirements  for 
the  maximum  of  practical  protection. 

A  national  policy  of  Industrial  dispersion 
was  declared  in  August  1951.  The  first  stand¬ 
ards  of  proper  spacing  of  industrial  facili¬ 
ties  soon  became  obsolete.  But  modernized 
dispersion  criteria  have  become  a  major  con¬ 
sideration  for  any  company  expanding  its 
capacity  through  new  plant  construction. 

Any  additional  encouragement  Congress 
can  provide  this  program  would,  Mr.  Presi¬ 
dent,  increase  the  effectiveness  of  our  in¬ 
dustrial  community  in  its  potential  role  as 
a  bulwark  of  our  defense  against  attack.  I 
urge  that  H.  R.  9852,  as  reported  by  the 
committee,  be  passed. 

Mr.  JOHNSON  of  Texas.  I  am  pre¬ 
pared  to  yield  back  the  remainder  of  my 
time. 

Mr.  PULBRIGHT,  Mr.  President,  I 
wish  to  commend  the  Senator  from  Ore¬ 
gon  [Mr.  Morse],  because  he  did  a  great 
deal  of  work  on  the  amendment,  and  I 
think  he  deserves  much  credit. 

Mr.  MORSE.  Mr.  President,  I  thank 
the  Senator  from  Arkansas.  Not  in  the 
spirit  of  reciprocity,  but  out  of  the  depths 
of  my  heart,  I  say  that  the  entire  Senate 
is  indebted  to  the  Senator  from  Arkan¬ 
sas  for  the  leadership  he  gave.  This  is 
a  good  bill,  and  the  fact  that  is  a  good 
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bill  is  due  in  no  small  measure  to  the 
leadership  of  the  Senator  from  Arkansas. 

Mr.  FULBRIGHT.  I  thank  the  Sen¬ 
ator  from  Oregon. 

The  PRESIDING  OFFICER.  Is  all 
time  yielded  back? 

Mr.  JOHNSON  of  Texas.  I  have 
yielded  back  my  time,  Mr.  President. 

Mr.  PURTELL.  We  yield  back  our 
time,  Mr.  President. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  engrossment  of  the 
amendments  and  the  third  reading  of  the 
bill. 

The  amendments  were  ordered  to  be 
engrossed  and  the  bill  to  be  read  a  third 
time. 

The  bill  (H.  R.  9852)  was  read  the  third 
time,  and  passed. 

DEPARTMENT  OP  DEFENSE  APPRO¬ 
PRIATIONS,  1957 

The  PRESIDING  OFFICER.  The 
Chair  lays  before  the  Senate  the  unfin¬ 
ished  business,  which  will  be  stated  by 
title. 

The  Legislative  Clerk.  A  bill  (H.  R. 
10986)  making  appropriations  for  the 
Department  of  Defense  for  the  fiscal  year 
ending  June  30,  1957,  and  for  other  pur¬ 
poses. 

CONVEYANCE  OP  CERTAIN  LANDS 

TO  THE  CITY  OF  CHEYENNE, 

WYO. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
unfinished  business  be  temporarily  laid 
aside  and  that  the  Senate  proceed  to  the 
consideration  of  Calendar  No.  2220,  Sen¬ 
ate  bill  2654. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title  for  the  information 
of  the  Senate. 

The  Legislative  Clerk.  A  bill  (S. 
2654)  to  authorize  the  Administrator  of 
General  Services  to  convey  certain  lands 
in  the  State  of  Wyoming  to  the  city  of 
Cheyenne,  Wyo. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  consideration  of  the  bill? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill,  which  has 
been  reported  from  the  Committee  on^ 
Government  Operations,  with  amem 
ments. 

Mr.  O’MAHONEY.  Mr.  Presidenythis 
bill  is  one  of  several  which  were  oWected 
to  upon  the.  last  call  of  the  c^ndar. 
This  bill  and  the  one  to  which  I  shall 
refer  later  were  objected  to  bVthe  Sena¬ 
tor  from  Oregon  [Mr.  MoR^l,  who  has 
since  withdrawn  his  objecj/fon.  The  bill 
is  noncontroversial. 

Some  20  years  ago  thyfeity  of  Cheyenne 
conveyed  more  thaiy'oOO  acres  to  the 
Government  for  a  V^erans’  Administra¬ 
tion  center  in  thaVxity.  The  bill  trans¬ 
fers  back  to  the  oily  90.2  acres  for  which 
the  Veterans’ /Administration  has  no 
longer  any  n^d. 

Mr.  BAMfeTT.  Mr.  President,  will 
my  colleaswe  yield? 

Mr.  O^MAHONEY.  I  yield. 

Mr.  S&IRETT.  Mr.  President,  I  have 
receiv^  a  letter  from  the  mayor  of 
Cheyenne,  in  which  he  says  that  1,100 
boys  play  ball  in  a  field  which  is  a  part 


of  the  90  acres  the  city  is  asking  to  have 
restored. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  at  this 
point  a  letter  from  the  superintendent 
of  schools  of  Cheyenne,  Wyo.,  in  connec¬ 
tion  with  the  location  on  the  tract  of  a 
possible  second  senior  high  school. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Cheyenne  Public  Schools, 
Cheyenne,  Wyo.,  June  6, 1956, 
Hon.  Frank  A.  Barrett, 

United  States  Senate, 

Washington,  D.  C. 

Dear  Frank  :  I  am  sure  that  you  are  aware 
of  our  interest  In  the  land  by  the  Veterans 
Hospital,  east  of  Cheyenne.  We  have  watched 
with  interest  the  legislation  to-  return  this 
land  to  the  city  and  have  been  in  close  touch 
^wlth  the  present  city  officials.  We  have 
their  verbal  assurance  that  we  will  be  given 
sme  land  from  the  400-plus  acres  that 
has  been  included  in  the  first  bill.  This 
lan\  would  be  used  for  an  athletic  stadium. 

Yc^are  aware  also  that  we  were  especially 
anxious  to  secure  part  of  the  additional  90 
acres  for  the  location  of  a  possible  second 
senior  hi^  school.  This  land  is  ideally  lo¬ 
cated  for  >Euch  purposes.  I  am  sure  tha 
you  know  ti^  number  of  possible  sites  foj/a 
building  of  type  necessary  is  quite  lim¬ 
ited. 

The  city  offic^ls  have  been  quite  co6pera- 
tive,  and  we  fe^  certain  that  shMld  this 
additional  land  returned  to  the  city  of 
Cheyenne,  we  woul^iave  no  diffijmlty  secur¬ 
ing  the  site  from  the 

We  are  aware  of  \pur  in;<ferest  in  our 
schools  and  will  certainly  Appreciate  any¬ 
thing  you  can  do  to  aid^^ and  the  city  in 
securing  this  property. 

Respectfully  yours 

Sam  Clark. 

The  PRESIDING  OFFI^R.  The 
committee  amemments  willNbe  stated. 

The  amendm^ts  of  the  Coimnittee  on 
Government  Operations  were,  engage  1, 
line  3,  afte^he  word  “That”,  tc^nsert 
a  comma  pnd  “subject  to  the  provXjions 
of  sectioi/2  (a)  of  this  Act”,  and  on  ^ge 
2,  after^ne  5,  to  insert: 

Sec./2.  The  deed  of  conveyance  (1)  shaJ 
provide  that  the  tract  of  land  authorized  to' 
be  ^onveyed  shall  be  used  by  the  city  of 
Cayenne,  Wyo.,  for  such  purposes  as  will 
(ot  in  the  Judgment  of  the  Administrator  of 
'‘eterans’  Affairs  or  his  designate  interfere 
with  the  operation  of  the  Veterans’  Admin¬ 
istration  Center,  Cheyenne,  Wyo.;  (2)  may 
contain  such  additional  terms,  conditions, 
reservations,  and  restrictions  as  may  be  de¬ 
termined  by  the  Administrator  of  General 
Services  to  be  necessary  to  protect  the  in¬ 
terests  of  the  United  States:  and  (3)  shall 
provide  that  title  to  such  tract  shall  revert 
to  the  United  States  upon  the  violation  by 
the  grantee  of  any  such  term,  condition, 
reservation,  or  restriction. 

So  as  to  make  the  bill  read: 

Be  it  enacted,  etc.,  That,  subject  to  the 
provisions  of  section  2  (a)  of  this  act,  the 
Administrator  of  General  Services  is  au¬ 
thorized  and  directed  to  convey  by  quit¬ 
claim  deed,  without  consideration,  to  the 
city  of  Cheyenne,  Wyo.,  all  right,  title,  and 
interest  of  the  United  States  in  and  to  ap¬ 
proximately  ninety  and  two-tenths  acres  of 
land,  together  with  any  improvements  there¬ 
on,  which  were  formerly  a  part  of  the  tract  of 
land  comprising  the  Veterans’  Administra¬ 
tion  Center,  Cheyenne,  Wyo.,  and  declared 
surplus  to  the  needs  of  the  Veterans’  Admin¬ 
istration,  the  exact  description  of  which  shall 
be  determined  by  the  Administrator  of  Gen¬ 
eral  Services. 


Sec.  2.  The  deed  of  conveyance  (1)  shal 
provide  that  the  tract  of  land  authorizedyco 
be  conveyed  shall  be  used  by  the  city  of 
Cheyenne,  Wyo.,  for  such  purposes  ay  will 
not  in  the  judgment  of  the  Adminytrator 
of  Veterans’  Affairs  or  his  designate  inter¬ 
fere  with  the  operation  of  the  Veta^ns’  Ad¬ 
ministration  Center,  Cheyenne,  >Wyo.;  (2) 
may  contain  such  additional  t^ms,  condi¬ 
tions,  reservations,  and  restrlylons  as  may 
be  determined  by  the  Adminl^rator  of  Gen¬ 
eral  Services  to  be  necessary  to  protect  the 
Interests  of  the  United  Stytes;  and  (3)  shall 
provide  that  title  to  su^  tract  shall  revert 
to  the  United  States  u^n  the  violation  by 
the  grantee  of  any  ^ch  term,  condition, 
reservation,  or  rest5fctlon. 

The  amendm^ts  were  agreed  to. 

The  bill  way^rdered  to  be  engrossed 
for  a  third  reading,  read  the  third  time, 
and  passedy 

ORDE^FOR  RECESS  TO  MONDAY 

MryUOHNSON  of  Texas.  Mr.  Presi- 
denyi  ask  unanimous  consent  that  when 
thySenate  concludes  its  business  today 
i^stand  in  recess  until  next  Monday  at 
(2  o’clock  noon. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 


HOWARD  SHARP  BENNION 

Mr.  WATKINS.  Mi'.  President,  it  is 
one  of  the  tributes  of  the  American  way 
of  life  that  a  man  may  rise  from  humble 
circumstances — through  events  and 
challenges — to  a  position  of  greatness, 
worth,  and  spiritual  well-being  in  our 
land.  Such  a  man  is  inspirational  to  all 
of  us,  and  in  recounting  something  of 
the  story  of  his  life  we  are  again  re¬ 
minded  of  the  value  of  America  and  of 
the  American  spirit,  while  recognizing 
the  worth  of  a  citizen  of  whom  we  are 
proud. 

Such  a  man  is  Howard  Sharp  Bennion, 
better  known  in  the  electrical  utilities 
industry  as  “the  Colonel.” 

In  the  fall  of  1889,  Howard  Bennion 
was  born — the  third  of  nine  children — 
to  a  couple  then  living  in  the  little  com¬ 
munity  of  Vernon,  Utah,  a  settlement 
that  today  numbers  still  no  more  than  a 
indred  persons.  Through  the  urging  of 
th\  late  great  Utah  Senator — Reed 
Sm^t — the  worth  of  this  young  man 
was  recognized  and  the  Republican  Sen¬ 
ator  fisted  him  in  procuring  appoint¬ 
ment  ta*^est  Point’s  well-known  United 
States  limitary  Academy.  Pour  years 
later  Howard  Bennion  graduated— -top 
man  in  his  ifiass. 

In  his  miliBary  career,  in  the  business 
career  that  follpwed,  and  in  his  life-long 
devotion  to  hi^'eligion,  Howard  Ben¬ 
nion  has  lived  a  Irfc  of  service.  He  is  now 
a  patriarch  in  the  ^urch  of  Jesus  Christ 
of  Latter-day  S^nts — the  Mormon 
Church.  He  has  a^ieved  fame  and 
reputation  in  the  elecl^cal  utilities  field, 
to  which — after  30  yeara^pf  service  as  its 
spokesman — he  recentlyVnnounced  his 
retirement.  He  has  serveXlong  as  vice 
president  and  managing  director  of  the 
Edison  Electric  Institute,  an(mhe  people 
of  his  native  State  are  justifiably  proud 
of  Colonel  Bennion  and  his  gre^  record 
of  outstanding  service. 

Colonel  Bennion’s  career  and  aef^eve- 
ment  is  reviewed  in  a  recent  account  in 
the  New  York  Times,  and  I  ask  unani- 
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niou^^jonscnt  th&t  ths-t  st3/t6ni6nt  136 
made  ^art  of  my  r£marks.  I  am  sure 
that  maiW  of  my  colleagues  here  will  read 
with  plea^re  and  profit  this  story  of  a 
great  AmerVcan. 

There  beiiTB  no  objection,  the  article 
was  ordered  tm^e  printed  in  the  Record, 
as  follows: 

A  Patriarch  LeaveWtJtility  Field  After  30 
Years  as  Its  Sp^esman — Col.  Howard 
Sharp  Bennion  R^iring  to  Salt  Lake 
CITY  AND  Mormon  w^rk 
Atlantic  City,  June  Nation’s  elec¬ 

tric  utilities  honored  H^e  today  their 
spokesman  for  the  past  30 

Col.  Howard  Sharp  Bennloi^  a  patriarch 
of  the  Church  of  Jesus  Chri^  of  Latter- 
day  Saints  (Mormon)  stepped  d(n|m  officially 
as  vice  president  and  managing  omector  of 
the  Edison  Electric  Institute.  Thi^rought 
to  a  close  a  career  that  has  been  on^third 
military  and  two-thirds  industrial  leadiHship 
and  has  remained  throughout  100  pef^nt 
devoted  to  his  church.  \ 

The  industry,  recognizing  this  leader shl 
presented  itself  a  30-by-40-inch  portrait  oi 
The  Colonel  painted  for  EEI  by  the  artist 
Thomas  A.  Stephens. 

In  his  30  years’  service  Colonel  Bennion 
has  seen  the  industry’s  production  multiply 
eight  times  to  last  year’s  record  output  of 
645  billion  kilowatt  hours. 

The  outstanding  characteristic  of  the  man 
Is- his  gentleness.  Quiet,  soft-spoken,  almost 
shy.  The  Colonel,  as  he  is  known  to  utility 
leaders,  was  born  in  Vernon,  Utah,  on  Sep¬ 
tember  7,  1889,  the  third  of  nine  children. 
Of  Welsh,  English  and  Scotch  ancestry. 
Colonel  Bennion’s  forbears  were  among  the 
Mormon  pioneers. 

religion  and  dancing 
His  early  education  was  interspersed  with 
farm  chores.  He  admits  today  that  he  was 
not  much  interested  in  such  work,  preferring 
reading,  games  and  the  religious  activities 
that  even  today  occupy  much  of  his  time. 

"Families  would  take  turns  giving  a  dance 
In  their  homes,”  he  recalled.  “There  would 
be  one,  possibly  two,  fiddlers.  Neighbors 
would  drive  over  by  team  and  the  dance 
would  last  all  night.  Small  children  would 
be  put  to  bed.  A  supply  of  good  food  would 
more  than  meet  the  needs  and  after  a  hearty 
breakfast  at  sunrise  the  teams  would  be 
hitched  up  and  the  party  would  disperse.” 

For  40  years  he  has  worn  high-laced  shoes, 
souvenirs  of  a  pulled  tendon  at  a  dance  in 
Washington. 

ALWAYS  A  STAR 

The  late  Senator  Reed  Smoot,  Republican 
of  Utah,  urged  young  Bennion  to  take  an  ap 
pointment  to  the  United  States  Milit 
Academy  at  West  Point,  which  he  entere^in 
March,  1908.  He  was  top  man  in  his  Xhass 
(1912)  and  achieved  a  scholastic  ratl^  that 
ranks  him  with  Gens.  Robert  E.  ffee  and 
Douglas  MacArthur. 

The  Howitzer  for  1912,  West  Pint’s  year¬ 
book,  said: 

"Some  men  are  born  bright, /thers  achieve 
brightness,  and  still  others  lifave  brightness 
thrust  upon  them.  Bennie^ suffers  all  three 
and,  in  consequence,  has  luways  been  a  star 
(West  Point  designati(^  for  those  in  the 
upper  2  or  3  percent  ^  their  class  ].  And, 
yet,  how  quiet  and  unassuming  is  the  man 
from  the  sagebrusl^f  Utah.” 

When  he  left  th^Point.  he  enrolled  in  the 
School  of  ArmjyEngineers,  from  which  he 
was  graduatedy^gain  at  the  top  of  his  class, 
in  1915.  Ll^tenant  Bennion  served  6 
months  in  y^xas  during  the  Mexican  border 
troubles,  yftn  was  transferred  to  the  Philip¬ 
pine  Islands,  where  he  headed  a  military 
survey  Luzon. 

Wiuf  America’s  entry  into  World  War  I, 
he  b^ame  commanding  officer  of  the  1st  Bat- 
talitn,  2d  Engineers,  and  took  that  unit  to 
Ifance  in  1917.  At  the  age  of  28  he  was 


selected  to  organize  the  new  Army  Camou¬ 
flage  Service.  In  that  capacity  he  wrote 
three  manuals,  many  of  whose  principles  are 
still  basic  Army  doctrine. 

For  this  service  he  received  the  Distin¬ 
guished  Service  Medal.  Later  he  was  hon¬ 
ored  by  France  with  membership  in  the 
Legion  of  Honor  for  rehabilitation  work. 

ASSIGNED  TO  FPC 

Postwar  service  with  the  engineers  at 
Washington  slowly  headed  him  to  the  world 
of  electric  utilities.  Shortly  after  his  mar¬ 
riage  to  Marian  Norros  Cannon  In  1920,  Colo¬ 
nel  Bennion  was  assigned  by  the  War  De¬ 
partment  to  duty  with  the  then  new  Federal 
Power  Commission,  a  group  with  which  he 
has  had  continuous  dealings  ever  since. 

On  leave  of  absence  in  1926  he  became  di¬ 
rector  of  engineering  for  National  Electric 
Light  Association,  predecessor  of  the  Edison 
Electric  Institute. 

In  that  post  he  set  the  standards  for  his 
later  job  with  EEI:  "The  efficiency  of  our 
association,”  he  wrote,  "depends  on  a  wide¬ 
spread  interchange  of  ideas  and  informa¬ 
tion.  •  *  »  We  are  like  sentries  on  outpost 
and  frequently  must  decide  whether  there  is 
^time  to  call  up  the  main  body  to  attack  the 
luestion  at  issue  or  whether  we  ourselves 
ist  engage  it  with  the  limited  force  at 
ha>fl.” 

Tnis  has  been  pretty  much  the  way  Colonel 
Bennnm  has  governed  policies  of  EEI  ovj 
the  yealjs. 

He  reined  from  the  Army  later  in  ^26. 
When  th^NELA  was  dissolved  in  19^.  he 
continued  ^th  the  new  EEI,  and  iniI939  he 
was  elected^ice  president  and  Managing 
director. 

The  17  years^^at  followed  h^e  seen  the 
electric  utilities  wee  the  Natym’s  economy, 
pacing  it  and  fulfliUng  its  ne^s  even  during 
the  unprecedented\demay9s  of  wartime. 
During  World  War  iK  Cornel  Bennion  was 
approached  many  timeg^vith  offers  to  return 
to  high  military  post^^ut  he  cast  his  lot 
with  guidance  of  theywar  \fforts  of  the  util¬ 
ities. 

After  the  war,  l^helped  l^d  the  Industry 
in  battle  against/so-called  soNalized  power. 
He  also  helped  ><o  make  EEI  a  c^faringhouse 
for  nuclear-power  information. 

Today  thi^ quiet  man  embarks >on  a  new 
career  in  ymich  one  of  his  top  wolS^ies  will 
be  how  to^eep  off  excess  weight. 

"Over/the  years,”  he  explains,  “I’ve  iJ^d  no 
troub^ keeping  at  178  pounds  becauseNi’ve 
work/M  it  off.  Now  I’m  not  sure  what  ■w^ll 
happen.' 

[rs.  Bennion  and  the  colonel  leave  for  a'' 
rip  through  western  Europe  and  Greece  and 
Israel  (“Just  to  see  them,”  he  said)  and  then 
back  to  Salt  Lake  City  where  they  will  both 
keep  active  in  their  church  work. 

The  official  tribute  read  yesterday  by  Louis 
V.  Sutton,  president  of  the  Carolina  Power  & 
Light  Co.,  summed  up  the  industry’s  atti¬ 
tude: 

"No  industry  has  ever  been  better  served  by 
an  individual  than  the  electric  utility  indus¬ 
try  has  been  by  Col.  Howard  Sharp  Bennion. 
He  has  been  our  leader,  our  monitor,  our  good 
and  useful  servant.  His  vast  abilities  have 
won  our  admiration  and  our  gratitude.” 

CONVEYANCE  OP  TRIBAL  LANDS  OP 
THE  WIND  RIVER  RESERVATION, 
WYO.,  TO  THE  UNITED  STATES 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  that  the 
Senate  proceed  to  the  consideration  of 
Calendar  No.  2253,  Senate  bill  3467. 

The  PRESIDING  OPPICER.  The  bill 
will  be  stated  by  title  for  the  informa¬ 
tion  of  the  Senate. 

The  Legislative  Clerk.  A  bill  (S. 
3467)  to  authorize  the  conveyance  of 


tribal  lands  from  the  Shoshone  Indian^ 
Tribe  and  the  Arapahoe  Indian  Trily 
of  the  Wind  River  Reservation  in  Wj 
ming  to  the  United  States. 

The  PRESIDING  OPPICER.  Ii^ere 
objection  to  the  consideration yof  the 
bill? 

There  being  no  objection,  rfe  Senate 
proceeded  to  consider  the  bil^ which  had 
been  reported  from  the  OMumittee  on 
Interior  and  Insular  Afmirs  with  an 
amendment. 

Mr.  O’MAHONEY.  J6r.  President,  like 
the  bill  which  was  p^ed  a  few  moments 
ago,  this  bill  was  ejected  to  on  the  last 
call  of  the  calend^  by  the  Senator  from 
Oregon  [Mr.  RMrse]  in  order  that  he 
might  have  an /Opportunity  to  examine  it. 
He  has  exaiiimed  it  and  has  withdrawn 
fejp  objectio 

The  purpose  of  the  bill  is  to  enable  the 
Arapahoi^nd  Shoshone  Indians  of  Wyo¬ 
ming  ^transfer  388.23  acres  to  the  Gov- 
ernimmt  of  the  United  States,  the  Bu- 
rea^ of  Reclamation,  for  the  purpose  of 
CQfistructing  a  reservoir.  The  bill  is 
jproved  by  the  Department  of  the  In- 
'^terior  and  is  unanimously  reported  by 
the  committee. 

Mr.  BARRETT.  Mr.  President,  will 
my  colleague  yield? 

Mr.  O’MAHONEY.  I  yield. 

Mr.  BARRETT.  Mr.  President,  it  is 
necessary  to  pass  this  bill  if  this  pi’oject 
is  to  be  constructed  at  an  eary  date.  Is 
that  not  correct? 

Mr.  O’MAHONEY.  That  is  correct. 

The  PRESIDING  OPPICER.  The 
committee  amendment  will  be  stated. 

The  amendment  of  the  Committee  on 
Interior  and  Insular  Affairs  was  to  strike 
out  all  after  the  enacting  clause  and  in¬ 
sert: 

That  the  Shoshone  Indian  Tribe  and  the 
Arapaho  Indian  Tribe  of  the  Wind  River  Res¬ 
ervation  are  authorized  to  convey  to  the 
United  States  the  tribes’  interests  in  the 
388.23  acres  of  land  that  are  described  in 
section  2  of  the  act,  subject  to  a  reservation 
to  the  tribes  of  all  minerals,  including  oil 
and  gas,  and  mineral  rights,  which  may  be 
exercised  only  in  a  manner  that  does  not 
Interfere  with  the  construction  and  opera¬ 
tion  of  the  dam  site  and  reservoir  of  Anchor 
Dam,  a  part  of  the  Owl  Creek  unit,  Missouri 
liver  Basin  project  in  Hot  Springs  County, 
Vear  Thermopolls,  Wyo.  If  the  tribes  fail 
t^igree  to  such  conveyance  within  30  days 
aft^  the  date  of  this  act,  the  Secretary  is 
directed  to  acquire  such  land  by  eminent 
domaiV  The  consideration  payable  to  the 
tribes  ptarsuant  to  eminent  domain  proceed¬ 
ings,  if  such  should  be  necessary,  shall  be 
paid  out  oit  funds  appropriated  for  the  Mis¬ 
souri  River>Basln  project  and  shall  be  de¬ 
posited  in  th\Treasury  of  the  United  States 
to  the  credit  aad  for  the  use  of  the  respective 
tribes  in  accordimee  with  the  provisions  of 
the  act  of  May  1947  (61  Stat.  102),  as 
amended. 

Sec.  2.  The  lands  \hat  are  referred  to  in 
section  1  of  this  act  ^e:  Lots  1  and  2,  sec¬ 
tion  13,  northwest  quar^r,  north  half  south¬ 
west  quarter,  west  half^ortheast  quarter, 
and  northwest  quarter  southeast  quarter, 
section  24,  township  8  norCh,  range  1  west. 
Wind  River  meridian,  Wyonffi|jg,  containing 
388.23  acres. 

Sec.  3.  In  the  event  of  the  faille  or  aban¬ 
donment  of  the  Anchor  Dam  feav^e  of  the 
Owl  Creek  unit  the  interest  in  th^land  ac¬ 
quired  pursuant  to  this  act  shall  b^'econ- 
veyed  by  the  Secretary  of  the  Interior^w  the 
tribes  and  the  title  shall  be  held  In  the^me 
manner  it  was  held  before  such  acqulsltf 
Provided,,  That  the  sum  of  the  award  in  t\e 
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HIGHLIGHTS:  House  received  confereh^e  r  eports  oti:  Public  works  appropriation  bill, 
Labor-HLW  appropriation  bill.  Road  o^^l,  Hoi^e  committee  reported  trip  leasing 
bill.  Senate  subcommittee  ordered  rep%;;ted  yrea  development  bill. 
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SENATE 


1,  DEFENSE  PRODUCTION.  Senate  and  House  conferees  were  appointed  on  H.  R.  9852,  to 
extend  the  Defense  Production  Act  of  1950,  pp*  9832,  98ii6 


2#  EXPORT  CONTROLS.  S^ate  and  House  conferees  were  appointed  on  H.  R.  9052,  to 
extend  the  Expory^ontrol  Act  of  19U9*  pp*  9832,  98U6 

3.  NATURAL  EESOURCZlS.  The  Interior  and  Insular  Affairs  Committ^ia  reported  with 
amendment  Sy-M.  Res,  139,  to  provide  fcr  the  observance  and  cOTmiemoration  of 
the  fiftietn  anniversary  of  the  first  conference  of  State  gover^rs  for  the  _ 
protectiya  of  the  natural  resources  of  the  U,  S,  (S,  Rept,  2299) X.p»  9789 

h.  APPROPI^TIONS,  Continued  debate  on  H.  R,  10986,  the  Defense  Departm^t  appropri- 
atiyl  bill  for  1957.  pp.  9796,  980li,  9822 

5.  Am  REDEVEL0P14ENT.  The  Labor  and  Public  ^^elfare  Subcommittee  on  Labor  or^ed 
Reported  to  the  full  committee  with  an  amendment  in  the  nature  of  a  substitu^ 

S,  2663,  to  establish  an  effective  program  to  alleviate  conditions  of  excessiy^ 
unemployment  in  certain  economically  depressed  areas,  p.  D675 
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i’OPEIGN  AFFAIRS*  Sen,  Huinphrev  spoke  in  favor  of  legislation  to  strengthen 
'a^nternational  relations  through  cultural  and  athletic  exchanges  and  participa' 
t\pn  in  international  fairs  and  festivals,  and  inserted  two  articles  on  the 
sud^ect,  p,  98ii3 


7,  LEGISLATIVE  PROGRAIia  Sen.  Johnson  announced  that  the  mutual  security  bil] 
be  con^dered  todajr,  p,  91% 


may 


8,  riARKETING,  \The  Judiciary/  Committee  reported  mth  amendment  S,  2891,  ¥o  prohibit 
the  use  by  ^rtain  businesses  of  the  initials  "U,  S,"  in  the  business  or  firm 
narr.e,  or  pictures  of  the  Capitol  Building  and  other  public  buildings  of  the 
TT  o  advertising  (S,  Kept*  2391)  •  p«  9789  / 


U,  S.  in  their 


9.  C0I#I0DITY  CREDIT  CGRPORATICM.  S,  3820,  as  reported  (see  Mge^loU),  increases 
CCC  borrowing  auth^ity  by  -2*9  billion,  an  increase  of  :.,-9opMTTillion  above  the 
bill  as  introduced*  xThe  committee  report  includes  the  following  statement: 

"Since  this  bill Njas  introduced  the  Soil  Bank  Act  w^  enacted,  providing 
for  the  use  of  the  Corporation's  funds  in  advance  of  appropriation  until 
June  30,  1997,  to  financ^operations  under  that  act,  ^'arm  estimates  as  to 
the  effect  of  the  Soil  Bai^Act  on  the  Corporation' s /need  for  borrowing 
authority  are  not  feasible  ^  this  time  and  the  con^ttee  therefore  recommends 
amiendments  to  the  bill  incre^ing  the  Corporation ',-6  borromng  authority  by  an 
additional  half  billion  dollar^  to  "'lii,9  billioiy'  which  it  is  believed  will 
carry  the  Corporation  through  of  next  ■"'ear  jfmen  more  accurate  estimates  of 


needs  can  be  made," 


10.  FOREIGN  AlDj  SURPLUS  COMODITIES,  H.\r,  11356,  as  reported  (see  Digest  101), 
includes  the  following  provisions:  authorizes  use  of  developm^ent  assistance 
funds  for  nonadministrative  expenses  to^ssist  in  carrving  out  functions 
delegated  to  ICA  under  the  A^iculturay^ade  Development  and  Assistance  Act, 
Authorizes  appropriation  of  Sl9 7, 900^^0  iW  various  programs  of  technical 
cooperation  in  fiscal  year  1997,  Authorizea^^' >3  million  for  payment  of  ocean 
freight  charges  on  relief  goods  slipped  by  v^untary  agencies.  Authorizes 
'.>1,900,000  for  administrative  expanses  arising\from  ICA' s  administration  of 
foreign  currencies  received  for /sales  of  siirplu^agri cultural  commodities 
under  title  1  of  the  Agricult\^al  Trade  DevelopmeVA  and  Assistance  Act, 

Increases  the  ceiling  on  U,  ^  contributions  to  thV  Food  and  Agricultiire  I 

Organization  from  02  millic^  a  •'’•ear  to  3  million  aVear,  with  a  proviso  that 
in  no  case  can  our  contriMtions  exceed  31,9%  of  the  t^tal  annual  budget  of 
the  organisation.  Exeriptfe  from  the  90-90  cargo-prefer^ce  law  shipments  between 
foreign  countries  of  cpiuiodities  procured  tm-th  foreign  currencies  received  for 
surplus  agricultural  ^mmodities  under  the  Agricultiiral  Tmde  Development  and 
Assistance  Act,  iun^ds  the  AgricultToral  Trade  Development  and  Assistance  Act 
so  as  to  require  tb4t  at  least  of  the  aggregate  of  the  cuWencies  shall  be 
used  for  student-y^change  programs  and  to  permit  use  of  not  o'^r  09  million 
annually  of  the^urrencies  for  translation,  publication,  and  di!5,semination  of 
books  and  peri^icals  abroad.  Espressos  it  as  the  sense  of  Congr^s  that  the 
President  sh^ld  explore  vjith  other  nations  the  establishment  cf  ak  International 
Food  and  Raj/ilaterials  Reserve  under  auspices  of  the  UN  and  relatedNsj-nternational 
organizations  • 

As  ^ported  (see  Digest  lOli.),  S,  3903  amends  the  agricultural  Tra'ke  Develop*^ 
ment  a^^  Assistance  Act  so  as  to  increase  from  >1.9  billion  to  >3  billion  the 
amounOunder  title  1,  to  permit  foreign  currencies  acqtiired  under  the  tittle  to 
be  to  assist  American-sponsored  schools  abroad,  to  remove  barter  tran 

actons  from  the  purview  of  the  provision  against  trade  vrith  Iron  Curtain 

and  to  exempt  sales  of  fruit  and  fruit  products  from  private  stock! 
inder  title  1  of  the  Act  from  the  cargo  preference  laws. 
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it  get  along  with,  even  though  Gen- 
eMay  and  General  Partridge  feel 
they  ^uld  use  more — and  probably  they 
could  use  more — yet  General  Twining 
and  Seciuptary  Quarles  say  they  are 
satisfied. 

It  is  an  austere  budget,  and  the  funds 
available  for^^craft  production  must  be 
figured  very  ciosely.  Therefore,  if  we 
appropriate  an^dditional  $350  million, 
there  will  be  a  cer^in  degree  of  flexibility 
which  will  allow  tl^  Air  Force  a  little 
more  leeway  in  building  B-52’s,  if  that  is 
the  thing  to  do,  or  in  building  aircraft  of 
other  types,  if  that  is  th^hing  to  do.  At 
any  rate,  such  an  additional  appropria¬ 
tion  will  give  the  Air  Forc^^  little  more 
flexibility  from  the  present \ery  austere 
budget,  from  a  banking  pointW  view,  in 
paying  for  aircraft  procurememL  In  my 
view,  that  is  the  argument  in  i^or  of 
making  an  increase  of  $500  millio^  in¬ 
stead  of  an  increase  of  $1,162,000,0(Hl  as 
recommended  by  a  majority  of  the 
mittee. 

Mr.  ELLENDER.  Mr.  President, 
the  President  of  the  United  States  and 
the  Joint  Chiefs  of  Staff  present  us  with 
a  new  budget  estimate  for  such  an  ad¬ 
ditional  amounts — and  let  me  say  that  I 
assume  that  when  General  Twining  re¬ 
turns  from  Russia,  he  will  have  a  great 
deal  to  say — then  it  may  be  necessary  to 
increase  the  budget.  But  I  do  not  see 
the  necessity  for  increasing  the  budget 
at  this  time,  in  view  of  the  fact — as  I 
have  pointed  out — that  even  with 
amounts  recommended  by  the  military, 
there  will  be  more  than  $12  billion  of 
unobligated  funds  at  the  end  of  the  next 
fiscal  year. 

The  only  thing  an  increase  in  the 
budget  would  achieve,  may  I  say  to  my 
good  friend  from  Massachusetts,  would 
be  further  to  increase  the  amounts  of 
unobligated  year -end  balances.  The 
Senator  knows  that  I  have  constantly 
taken  the  position  that  the  armed  serv¬ 
ices  should  not  come  before  us  and  ask 
for  more  money  than  they  can  spend. 
As  I  have  pointed  out  on  many  occasions, 
the  fact  that  they  have  so  much  money 
to  spend  leads  to  the  purchase  of  a  great 
many  supplies  that  are  far  beyond  the 
capacity  of  our  armed  services  to  use. 

Mr.  SALTON^TALL.  Mr.  President, 
will  the  Senator  further  yield? 

Mr.  ELLENDER.  I  yield. 

Mr.  SALTONSTALL.  The  Senior 
speaks  about  the  unobligated  balai^ces. 
About  $2*/^  billion  of  the  unobhgated 
balance  is  in  the  1957  budget.  In  other 
words,  in  round  figures,  they  mre  asking 
for  $36.8  billion,  and  they  are  adding 
$2.5  billion,  which  maSes  a  ^al  of  $38.8 
billion,  in  round  figures. 

Mr.  ELLENDER.  Yes>^ut  if  we  add 
to  that  amount  the  unoj^igated  balances 
from  the  previous  ye^  we  will  end  the 
year  for  which  w^are  appropriating 
money,  as  I  pointed^ut,  with  almost  $12 
billion  unobligatedf  Nine  billion  dollars 
of  it  is  actual  ca^  on  hand,  so  to  speak, 
and  the  remau^er  is  to  be  earned  from 
the  sale  of  l^dware  through  MDAP. 

Mr.  SALyONSTALL.  When  the  fig¬ 
ure  goes  b^w  $10  billion  of  unobligated 
balances^n  the  entire  Department  of 
Defens^  we  get  down  to  a  position 
whiclyls  estimated  to  be  about  as  low  as 
it  sh/uld  get.  In  other  words,  that  fig¬ 


ure  represents  the  bank  balance.  How 
much  they  can  go  below  $10  billion  is  a 
question  which  has  not  been  detennined. 

Mr.  ELLENDER.  Secretary  Wilson 
stated  to  us  last  year  that  he  intended 
to  continue  whittling  away  at  the  figure 
until  he  got  it  down  to  $5  billion  or  $6 
billion. 

Mr.  SALTONSTALL.  I  think  that  is 
a  little  low. 

Mr.  ELLENDER.  I  am  sure  that  an 
amount  of  that  size  would  be  far  more 
than  the  amount  really  necessary  to 
carry  as  unobligated. 

Mr.  SALTONSTALL.  I  think  he  now 
estimates  that  $8  billion  or  $9  billion 
would  be  the  appropriate  figure,  rather 
than  $5  billion  or  $6  billion. 


EXTENSION  OF  DEFENSE  PRODUC¬ 
TION  ACT  OP  1950 

The  PRESIDING  OFFICER  laid  before 
the  Senate  a  message  from  the  House 
of  Representatives  announcing  its  dis¬ 
agreement  to  the  amendments  of  the 
Senate  to  the  bill  (H.  R.  9852)  to  extend 
the  Defense  Production  Act  of  1950,  as 
amended,  and  for  other  purposes,  and 
requesting  a  conference  with  the  Senate 
on  the  disagreeing  votes  of  the  two 
Houses  thereon. 

Mr.  SPARKMAN.  I  move  that  the 
Senate  insist  upon  its  amendments,  agree 
to  the  request  of  the  House  for  a  confer¬ 
ence,  and  that  the  Chair  appoint  the 
conferees  on  the  part  of  the  Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Pul- 
bright,  Mr.  Robertson,  Mr.  Sparkman, 
Mr.  Frear,  Mr.  Bricker,  Mr.  Bennett, 
and  Mr.  Bush  conferees  on  the  part  of 
the  Senate. 

EXTENSION  EXPORX  CONTROL 
fcT  OP  1949 

The  PR^IDING  OFFICER  i^iid  before 
the  Senai^ a  message  from  the  ^use  of 
Represe^atives  announcing  its  disagree¬ 
ment  Wi  the  amendments  of  the  Sqjate 
to  tl^bill  (H.  R.  9052)  to  amend  the 
po:^Control  Act  of  1949  to  continue 
ay  additional  period  of  2  years  the  au^ 
lority  provided  thereunder  for  the  reg- 
ilation  of  exports,  and  requesting  a  con¬ 
ference  with  the  Senate  on  the  disagree¬ 
ing  votes  of  the  two  Houses  thereon. 

Mr.  SPARKMAN.  I  move  that  the 
Senate  insist  upon  its  amendments,  agree 
to  the  request  of  the  House  for  a  confer¬ 
ence,  and  that  the  Chair  appoint  the 
conferees  on  the  part  of  the  Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Ful- 
bright,  Mr.  Robertson,  Mr.  Sparkman, 
Mr.  Frear,  Mr.  Bricker,  Mr.  Bennett, 
and  Mr.  Bush  conferees  on  the  part  of 
the  Senate. 

Mr.  SPARKMAN.  I  suggest  the  ab¬ 
sence  of  a  quorum. 

The  PRESIDING  OFFICER.  The  clerk 
will  call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  SPARKMAN.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for  the 
quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 


FEDERAL  AID  TO  EDUCATION 

Mr.  LEHMAN.  Mr.  President,  legi^ 
tion  authorizing  Federal  aid  for  sqjfool 
construction  has  been  pending  ' 

Senate  and  the  Congress  since  Ofe  first 
days  of  1955.  We  have  had  y  sets  of 
proposals  from  the  admini^iration — 1 
Impossible  and  1  just  inadequate.  Other 
legislative  formulations  h^e  also  been 
pending  on  the  same  subj^t  both  in  the 
House  and  the  Senate. 

I  am  myself  deeply  Committed  to  the 
general  proposition^  Federal  aid  for 
school  constructioiy  I  believe  in  it  with 
all  my  heart  any  I  am,  indeed,  a  co¬ 
sponsor  of  a  le^lative  formulation  in¬ 
troduced  last  sear  by  the  distinguished 
senior  Senatonffrom  Alabama  [Mr.  Hill], 
who  is  chainman  of  the  Labor  and  Pub¬ 
lic  Welfara^ommittee,  which  has  juris¬ 
diction  cyCr  legislation  on  this  subject. 

Last  ^ar  that  committee,  of  which  I 
am  pi^d  to  be  a  member,  held  exten¬ 
sive  jnearings  on  all  the  legislative  pro- 
s  on  this  matter  that  were  before 
ujf  The  Education  and  Labor  Commit- 
of  the  House  has  even  more  recently 
eld  extensive  hearings  on  the  same  sub¬ 
ject.  The  House  committee  has  reported 
a  bill,  and  the  Rules  Committee  has 
granted  a  rule.  Consideration  of  this 
legislation  in  the  House  is  scheduled  to 
begin  this  week. 

It  has  taken  2  years  to  move  this  legis¬ 
lation  to  even  this  point  of  considera¬ 
tion.  We  here  all  know — although  I 
doubt  whether  the  general  public 
knows — why  this  legislation  has  moved 
so  slowly  and  hesitantly,  despite  the  fact 
that  it  is  “must”  legislation,  so  labeled 
by  the  President  of  the  United  States  and 
the  majority  leadership  of  both  the 
House  and  the  Senate. 

The  reason  for  the  delay  and  hesita¬ 
tion  on  legislation  for  Federal  aid  for 
school  construction,  despite  the  great 
need  and  the  overwhelming  public  sup¬ 
port  for  it,  has  been  the  fear  in  both  the 
House  and  Senate  of  confronting  an 
antisegregation  amendment. 

The  fear  has  bene  commonly  expressed 
that  if  such  an  amendment  is  offered,  it 
will  set  off  an  explosive  debate  and  a  fili¬ 
buster  in  the  Senate,  and  will  interfere 
ith  the  rest  of  the  legislative  program 
ill  the  Senate.  I  am  afraid  that  there 
miW  have  been  other  and  less  worthy  mo- 
tiv^involved,  too. 

MrSPresident,  I  favor  an  antisegrega¬ 
tion  amendment  quite  as  much  as  I  favor 
the  basi\  legislation  itself — and  I  have 
been  a  suroorter  of  Federal  aid  for  edu¬ 
cation  and  i^ve  fought  for  it  ever  since 
I  became  a  ^ember  of  the  Senate  and 
for  many  year^efore  that. 

As  soon  as  ute  question  was  raised 
last  year  I  announced  that  I  would  sup¬ 
port  an  antisegreg^on  amendment  and 
that  I  would,  in  factjisubmit  one  and  do 
my  best  to  insure  tha^such  an  amend¬ 
ment  comes  to  a  vote  in  Nje  Senate. 

On  numerous  occasionXsince  then  I 
have  said  the  same  thing.Xn  the  floor 
of  the  Senate,  to  the  press  arSi  in  public 
speeches.  I  gave  my  pledge  that  I  would 
submit  such  an  amendment,  wm^Jd  sup¬ 
port  it,  and  fight  for  it. 

That  is  my  intention  still  and,  In^leed, 
my  detennination,  as  we  face  the  pr 
pect  and  the  necessity  of  considering  ar 
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--Supporting  activities  directly  related  to 
reseWch  and  development;  Certain  of  the 
requirtoents  in  direct  support  of  the  re¬ 
search  and  development  program  are  not  in¬ 
cluded  iimhe  research  and  development  ap¬ 
propriation  but  are  Included  in  other  ap- 
propriationnhlch  provide  the  same  general 
type  of  supp^;  for  all  military  programs. 
These  include  ^litary  construction,  indus¬ 
trial  facilities  fimnced  under  procurement 
appropriations  anN^he  pay  and  allowances 
of  military  personuN  On  the  basis  of  de¬ 
tailed  program  data,  the  amounts  in  these 
appropriations  that  arndlrectly  related  to 
the  activities  financed  under  the  research 
and  development  appropmtions  are  esti¬ 
mated  as  follows: 


(Millions  of  dollars] 


Fiscal 

year 

1955 


Fiscal 


year 

1956 


Fiscal 

year 

1957 


(a)  Aircraft: 

Army _ 

Navy _ 

Air  Force. 


60.4 

755.3 


10.9 
152.  4 


Subtotal .  815. 7  163. 3 


(b)  Guided  missiles: 

Army _ 

Navy . . 

Air  Force _ 


168. 7 
70.0 
418.4 


83.0 
104. 3 
810.9 


[Millions  of  dollars] 


(c)  Ships: 
Army. 
Navy- 
Air  Force. 


41. 7  177.  6 


(a)  Military  construction: 

Army _ 

Navy . 

Air  Force. . 


Subtotal. 


(b)  Industrial  facilities: 

Army _ 

Navy _ 

Air  Force _ 


Subtotal. 


(c)  Military  personnel; 

Army.- . . 

Navy . 

Air  Force _ 


Subtotal. 


(d)  Department  of  Defense 
total: 

Military  construction... 

Industrial  facilities _ 

Military  personnel _ 


Total. 


Army _ 

Navy _ 

Air  Force.. 


Fiscal 

year 

1955 

Fisdil 

yearX, 

1956 

Fiscal 

year 

S-1957 

1.9 

9.7 

109.3 

8.0 

63.0 

98.5 

4M 

55.x 

224.9 

120.9 

169.5 

323.9 

34.5 

62.7 

45.2 

88. 1 

45.2 

88. 1 

87.2 

35.9 

41.5 

100.8 

40.7 

43.4 

103.8 

46.3 

43.8 

106.2 

178.2 

187.9 

196.3 

120.9 

45.2 

178.2 

169.5 

88.1 

187.9 

323.9 

87.2 

196.3 

344.3 

445.5 

607.4 

37.8 

51.2 

255.3 

48.7 

106.4 

290.4 

89.4- 

134.2 

383.8 

3.  Items  under  development,  test  and  eval¬ 
uation:  Many  of  the  programs  for  develop¬ 
ing  new  weapons  and  military  equipment 
have,  as  the  result  of  previous  years  research 
efforts,  reached  a  stage  where  it  is  necessary 
to  procure  preliminary  production  Items  in 
limited  quantities  for  test  and  evaluation 
as  to: 

(a)  The  soundness  of  the  engineering 
sign; 

(b)  The  feasibility  of  the  productip^  de¬ 
sign;  and 

(c)  The  operational  suitability  weapons 
or  equipment  from  a  military ^andpoint, 
prior  to  standardization  for  o^atlonal  use 
and  large  scale  production  issue  or  In¬ 
ventory. 

Major  engineering  chaj^es  and  improve¬ 
ments  must  be  made  i^new  developments, 
provisionally  accepted(4tor  limited  production 
and  use,  to  satisfyythe  need  for  achieving 
early  operational ^pabilltles  with  the  most 
modern  weapoi^ attainable  In  support  of 
national  secu^y  policy.  All  procurement 
items  which  J^ve  been  standardized  or  oth¬ 
erwise  app^ved  for  service  use  within  the 
military  iflepartments  have  been  excluded 
from  t^s  following  estimates.  Procurement 
item^Which  are  not  standardized,  to  the  ex- 
ten^hey  can  be  identified  at  this  time,  are 
cQ^idered  as  being  under  development  and 
re  estimated  as  follows: 


Subtotal.. 


41.7  177.6 


(d)  Other: 
Army- 
Navy. 

Air  Force. 


39.7 

26.0 

246.2 


165.  2 
33.1 
292.7 


Subtotal. 


311.9  491.0 


(e)  Department  of  Defense 
total: 

Aircraft _ _ 

Guided  missiles. . . 

^  Ships _ 

‘  Other _ 


81.5.7 
657. 1 
41.7 
311.9 


163.3 

998.2 

177.6 

491.0 


total. 


1,826.4  1,830.1 


Army. 

Navy _ 

Air  Force. 


(a)  Army: 

Kescarep^and  develop¬ 
ment 

Aetiviycs  supporting  re- 
seapm  and  develop- 

mt _ _ _ 

D^elopment,  test,  and 
evaluation  items . . 


Subtotal., 


'(b)  Navy: 

Research  and  develop¬ 
ment.. . 

Activities  supporting  re¬ 
search  and  develop¬ 
ment _ _ 

Development,  test,  and 
evaluation  items _ 


Subtotal. 


(c)  Air  Force: 

Research  and  develop¬ 
ment _ _ _ 

Activities  supporting  re¬ 
search  and  develop¬ 
ment _ 

Development,  test,  and 
evaluation  items . 


Subtotal. 


(d)  Interservice  (emergency 
fund) _ _ _ 


(e)  Department  of  Defense 
total: 

Research  and  develop¬ 
ment _ _ 

Activities  supporting  re¬ 
search  and  develop¬ 
ment . . . 

Development,  test,  and 
evaluation  items _ 


Total., 


Flslial 
yca\ 
1955  N 

Fiscal 

year 

1956 

Fiscal 

year 

1957 

366.3 

421.^ 

410.0 

37.8 

48.7 

\s9.4 

208.4 

248.2 

5^ 

612.5 

718.2 

1,052.4'' 

434.4 

474.2 

493.0 

61.2 

106.4 

134.2 

198. 1 

325.9 

654.8 

683.7 

906.5 

1, 282. 0 

420.4 

598.0 

610.0 

255.3 

290.4 

383.8 

1,419.9 

1, 2.56. 0 

1, 731. 4 

2, 095.  6 

2, 144.  4 

2, 725. 2 

135.0 

1, 221. 1 

1, 493. 6 

445.6 

1,648.0 

607.4 

344.3 

1, 826. 4 

1,830.1 

2, 939. 2 

3, 391. 8 

3, 769. 1 

5, 194. 6 

[Millions  of  dollars] 


305.8 

216.1 


521.9 


Fiscal 

year 

1955 

Fiscal 

year 

1956 

Fisca^ 

yeajr 

Armv  . .  .  . 

612.5 

718.2  . 

n,  052.  4 
1,  282.  0 
2,  725.  2 
135.0 

683.7 

906.  y 

Air  Force _  _ 

Interscrvice  (emergency  f mid) . 

2, 095. 6 

2,14^ 

463.0 

146.5 

1,266.2 


Subtotal .  657.1  998.2  1,865.7 


153.6 


153.6 


100.0 
48.9 
249. 1 


398.0 


521.9 
1,  865.  7 
153.  ( 
398j 


553.0 
654.8 
1,  731.  4 


4.  Summary  \  The  Identlfia^e  amounts 
programed  in  thkfiscal  year  1^7  budget  for 
research  and  dev^opment,  smd  in  support 
of  the  research,  deyWopmeot,  test,  and  eval¬ 
uation  program  can\}®  i^mmarized  as  fol¬ 
lows: 

[Million.s/T  Jlollars] 


5.  Items  not  estimated ;  In  edition  to  the 
above  program  items  which  ^uld  be  identi¬ 
fied  from  data  presently  a^ilable,  there  are 
other  activities  of  the  Department  of  De¬ 
fense  and  the  three  military  departments 
which  provide  signific^t  support  to  the  re¬ 
search  and  developm^t  programs,  but  which 
have  not  been  inclufled  because  the  amounts 
applicable  to  the^esearch  and  development 
program  canno^oe  readily  identified.  These 
items  include^jut  are  not  limited  to,  the 
following: 

(a)  Departmental  administrative  costs. 

(b)  Tly  regular  operating  and  mainte¬ 
nance  cirfst  of  military  ships,  aircraft,  and 
troop  vmlts  used  in  conducting  tests. 

(c^The  pay  and  allowances  of  military 
per^nnel  attached  to  regular  military  units 
lyred  in  conducting  tests  other  than  specific 
((^rational  evaluation  organizations. 

(d)  Costs  which  are  part  of  production 
contracts  required  for  the  fiuther  develop-v^ 
ment  of  standardized  items  which  must  b^ 
adapted  to  other  uses. or  improved  in  per- ^ 
formance. 

(e)  The  regular  military  costs,  associated 
with  opierational  and  training  units,  required 
in  the  process  of  phasing  out  obsolete  weap¬ 
ons  and  phasing  in  Improved  weapons,  such 
as  the  changeover  from  propeller  driven  air¬ 
craft  to  turbojet  aircraft. 


Mr.  SALTONSTALL.  Mr.  President, 
will  the  Senator  from  Louisiana  yield  for 
a  brief  statement? 

Mr.ELLENDER.  Yes. 

Mr.  SALTONSTALL,  First,  let  me 
commend  the  Senator  from  Louisiana 
upon  the  care  with  which  he  has  built  up 
his  argument,  for  his  faithful  attend¬ 
ance  upon  the  committee’s  hearings,  and 
for  his  knowledge  of  the  subject. 

The  Senator  from  Louisiana  has  made 
a  statement  about  the  proposed  increase 
in  the  amount  of  $500  million.  As  one 
who  advocated  that  amendment,  let  me 
say  that  I  agree  with  the  Senator  from 
juisiana  that  the  budget  as  a  whole  is 
irefully  worked  out,  and  is  the  budget 
orthe  administration. 

5  Department  of  Defense,  particu- 
the  Air  Force,  there  are  a  num¬ 
ber  of 'versons  who  say  that  additional 
funds  can  reasonably  be  spent  for  re¬ 
search.  ^ere  is  ample  testimony  on 
that  point. 

Then  ther^  the  question  of  funds  for 
maintenance  ^d  operation.  The  funds 
available  for  th^purpose  may  run  short 
during  the  year.^o  there  is  some  jus¬ 
tification  for  the  a^ropriation  for  that 
purpose  of  an  additmpal  amount  of  $20 
million. 

In  the  case  of  personnel,  we  wish  to 
build  up  the  strength  of^ur  technical 
personnel ;  all  of  us  agree  oiw^at  point. 

So  the  issue  resolves  itselnto  the  pro¬ 
curement  of  aircraft  and  wlmher  the 
procurement  of  more  aircraft  should  be 
provided  for  in  this  year’s  budget^ 

According  to  my  view  of  the  niVter, 
although  in  that  case  the  budget 
will  provide  for  procurement  of  the 
craft  the  Ar  Force  says  it  needs  and  says 
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I  might  say  that  if  the  people  of  the 
^nited  States  can  be  subjected  to  a  sort 
M^oving  tour  of  art  in  the  field  of  sports 
acridities,  such  as  that  which  was  spon¬ 
sored  by  Sports  Illustrated,  I  should 
imagine  that  the  people  of  Australia 
might  mkye  sufficient  moral  fiber  to  en¬ 
dure  the  dme  kind  of  exhibition. 

I  want  td,know  why  the  USIA  does 
not  follow  thdpandate  of  the  President. 
Or  are  we  to  aNume  that  the  President 
makes  speeches  iinerely  to  please  some 
persons,  and  that  Np  Government  he  is 
supposed  to  preside  dpi’  administer 
pays  no  attention  to  Wae  attitudes  and 
expressions  of  philosopnV  by  the  Presi¬ 
dent  of  the  United  Statesd. 

I  remind  the  Senate  thaV  the  Presi¬ 
dent  said  that  freedom  of  tld  arts  is  a 
basic  freedom;  it  is  one  of  tmt  pillars 
of  liberty  in  our  land.  I  suggest Njat  in 
the  light  of  what  we  have  heard  we 
might  contemplate  that  expressiorrVof 
philosophy  by  the  President.  \ 

The  recent  withdrawal  of  Sports  Illus¬ 
trated  by  the  USIA,  according  to  the 
New  York  Times  article  and  all  other 
press  reports,  is  due  to  the  fact  that  the 
USIA  is  withdrawing  from  the  sponsor¬ 
ship  of  what  had  been  planned  as  one 
of  the  most  important  exhibitions  of 
American  painting  ever  to  have  been 
sent  abroad. 

I  read  from  Mr.  Anthony  Lewis’  ar¬ 
ticle  in  the  New  York  Times  of  June  20, 
1956: 

It  has  done  so  because  of  a  fear  that  some 
of  the  artists  included  in  the  show  may  be 
accused  of  pro-Communlst  leanings. 

This  is  the  third  flurry  within  the  USIA 
In  recent  months  over  “subversive  art,”  and 
it  is  regarded  as  the  most  significant.  A 
number  of  leading  American  art  institutions 
had  cooperated  in  getting  up  this  show,  and 
had  considered  it  an  ambitious  step  in  inter¬ 
national  cultural  exchange. 

The  reaction  now  among  these  art  groups 
Is  one  of  bitterness  and  disappointment. 
Call  the  affair  a  “fiasco”  and  say  it  will  end 
by  damaging  the  cultural  standing  of  the 
United  States  abroad.  > 

The  projected  show  was  to  have  includ^ 
major  works  of  100  American  artists  of  Jme 
20th  century.  To  get  the  pictures  tog^ner, 
the  Information  agency  had  called  tfn  the 
American  Federation  of  Arts,  a  nonprofit 
organization  with  headquarters  in  Jsew  York. 

I  hope  the  officers  of  th^USIA  will 
study  the  situation  caref^y.  I  noted 
while  I  was  home  during/wie  past  week¬ 
end  that  the  Minneapi^  Morning  Trib¬ 
une  had  published  aJilistering  editorial 
relating  to  this  sub^t  matter,  and  had 
called  to  the  attention  of  its  readers  the 
fact  that  the  U^A  had  bowed  down  to 
social  and  pojilxical  pressures  and  had 
demonstratejl'anything  else  but  integrity 
and  couraae  in  this  particular  matter. 
That  is  an  the  more  reason,  it  seems  to 
me,  why  we  need  in  Congress  a  joint 
commjfuee  on  information  programs. 

■nte  New  York  Times  editorial  to 
wbcfch  I  referred  earlier  contains  one 


statement  which  I  think  is  rather  apro¬ 
pos,  and  which  I  shall  read : 

Yet  it  almost  seems  that  every  time  an 
effort  is  made  to  establish  such  serious  con¬ 
tact  some  spineless  official  in  Washington 
becomes  frightened  by  the  Communist  buga¬ 
boo  and  the  enterprise  is  called  off,  to  the 
great  detriment  of  American  prestige  abroad. 

The  Symphony  of  the  Air,  with  a  record 
behind  it  as  one  of  the  best  American  propa¬ 
ganda  agencies  ever  sent  to  the  Far  East, 
lost  a  scheduled  trip  to  the  Middle  East 
presumably  for  this  reason,  if  it  can  be 
called  a  reason. 

It  is  interesting  to  note  that  Symphony 
of  the  Air  went  to  the  Far  East,  where 
the  problems  are  serious;  but  that  when 
it  was  scheduled  to  go  to  the  Middle  East, 
some  objection  was  raised,  and  this  sym¬ 
phonic  orchestra,  which  has  been  the 
delight  of  millions  of  people,  had  its  pro¬ 
gram  called  off. 

Mr.  President,  if  that  is  the  kind  of 
attitude  which  is  going  to  prevail  in  this 
country,  what  is  the  United  States  doing 
Jn  an  international  convention  on  the 
p<^sible  uses  of  atomic  energy? 
dicKThe  President  permit  General  Twin¬ 
ing  No  go  to  the  Soviet  Union?  Wnat 
will  happen  in  this  country  if  sonfe  So¬ 
viet  doNpr  discovers  a  new  ci^  foi\  a 
disease?  ^Are  we  supposed  to  ^  because 
a  Commmmnst  discovers  a  cm-e? 

What  will  nappen  if  General  Twining 
learns  of  someSjew  development  in  So¬ 
viet  planes?  Aris  we  ^pposed  to  say 
that  we  would  ratner^se  a  war  than  to 
benefit  by  an  adya^ement  in  Soviet 
engineering  which^igM  be  incorporated 
in  our  own  planek?  \ 

Mr.  President^  we  can  b^ome  so  blind 
that  we  caiu-Throw  ourselves  over  the 
precipice  oy  disaster.  ThereSis  such  a 
thing  as  cj^mon  enlightment  ^d  horse 
sense.  /  \ 

I  ota^rve  that  the  majority  leadN^^has 
com^to  the  floor.  A  statement  which 
he^ade  was  quoted  recently  in  a  maga^ 
z>ne  article.  It  more  or  less  underscore;^ 
•what  I  am  trying  to  say.  I  can  only 
paraphrase  it.  He  said  something  to  the 
effect  that  his  beloved  father  had  once 
told  him  that  “Some  people  are  awfully 
smart,  but  they  haven’t  got  any  sense.” 

Sometimes  one  can  be  awfully  smart, 
but  simply  not  have  any  judgment.  I 
think  what  America  needs  now  is  some 
very  good  judgment. 

I  think  we  had  better  be  deciding 
whether  we  are  going  to  stand  in  mortal 
fear  of  a  little  Communist  activity,  or 
are  going  to  demonstrate  that  we  have 
strength,  faith,  and  courage,  and  are  go¬ 
ing  to  put  our  best  foot  forward.  We 
should  be  proud  of  American  art,  culture, 
and  industry;  and  this  United  States 
Senator  wants  to  say  now  that  he  is  for 
challenging  the  Soviet  Union  in  every 
conceivable  area  of  life,  by  using  every 
talent  at  our  command  to  do  it.  There 
is  no  room  for  timidity,  for  fear,  for 
floundering,  for  the  kind  of  administra¬ 
tive  ambivalance  which  seems  to  be 


plaguing  the  Government.  We  are  corny 
ing  in  no  longer  on  a  slow  freight;  w 
are  even  missing  the  train.  / 

I  am  of  the  opinion  we  had  better 
make  up  our  minds  that  we  are  iura  war 
for  keeps.  This  is  a  world  seri^having 
only  one  game.  Either  we  wjil  win  the 
first  game,  or  we  will  not  beJn  the  series 
at  all.  One  of  the  things  must  do  to 
win  in  this  great  worldy^ries  competi¬ 
tion  between  the  Sovi^  Uiiion  and  the 
free  world  is  to  get  oy( in  front  and  stay 
there.  / 

We  are  being  aoitmaneuvered  in  the 
Middle  East  whjie  the  American  people 
are  being  delmed  into  believing  every¬ 
thing  is  finey^d  dandy.  Day  after  day, 
in  area  aft^area  of  the  world,  we  are  be¬ 
ing  ou^aneuvered  and  outcounted 
throughr  the  propaganda  of  the  Soviet 
Uniorg 

TJfe  United  States  is  a  great  country, 
which  is  proud  of  its  merchandizing  and 
^’oud  of  its  advertising;  it  points  with 
'pride  to  its  skill  in  communications. 
But  for  some  reason  we  seem  to  have  be¬ 
come  paralyzed  when  it  comes  to  inter¬ 
national  competition. 

I  hope  the  suggestion  made  with  ref¬ 
erence  to  the  United  States  Information 
Service  at  the  time  the  appropriation  bill 
was  under  consideration  will  be  followed 
up.  I  think  the  whole  program  needs 
to  be  examined.  I  have  had  some  feel¬ 
ings  in  the  past  that  we  were  making 
progress,  but  when  some  Senators  stand 
on  the  floor  and  undertake  to  say  that 
the  USIA  may  be  doing  something  which 
appears  to  be  a  little  to  the  left  of  Grant 
or  McKinley,  then  the  USIA  stands  like 
it  has  been  stunned  and  immobilized. 

I  suggest  that  it  should  be  a  little  more 
interested  in  pursuing  a  program  which 
will  be  designed  through  the  coopera¬ 
tion  of  the  best  minds  in  this  country, 
and  by  persons  of  talent  and  resourceful¬ 
ness. 


\  ADJOURNMENT 

Mr.  JOHNSON  of  Texas.  Mr.  Presi- 
dent^^pursuant  to  the  order  previously 
entereov  I  move  that  the  Senate  stand 
adjournNl  until  12  o’clock  noon  to¬ 
morrow.  \ 

The  motioli  was  agreed  to ;  and  (at  7 
o’clock  and  1  niinute  p.  m.)  the  Senate 
adjourned,  the  adjournment  being,  un¬ 
der  the  order  previously  entered,  until 
Tuesday,  June  26,  >^956,  at  12  o’clock 
meridian.  \ 


CONFIRMATION 

Executive  nomination  coSfirmed  by 
the  Senate  June  25,  legislative  day  of 
June  22,  1956. 

Skcurities  and  Exchange  CoMMisa^N 
James  Cunningham  Sargent,  of  New 
to  be  a  member  of  the  Securities  and  rat 
change  Commission  for  the  term  expiring 
June  5,  1956. 


House  of  Representatives 


Th^'House  met  at  12  o’clock  noon. 

The  Chaplain,  Rev.  Bernard  Braskamp, 
D.  D.,  off^d  the  following  prayer; 

Almighty^od,  may  we  now  come  unto 
Thee  in  a  trUiy  prayerful  spirit,  humbly 
acknowledging  \iow  much  we  need  Thee 
and  also  confldenWy  realizing  that  Thou 
art  able  and  willing  to  supply  all  our 
H66ds. 

Grant  that  in  the  m>^t  of  the  miseries 
and  mysteries,  the  Confusions  and 
changes  of  life,  we  may  haVe  the  patience 
and  perseverance  to  wait  ^r  new  and 
further  revelations  of  Thy  loV^,,^and  care. 

We  pray  that  the  democra^  which 
we  are  seeking  to  establish,  may  ^  more 
magnanimous  and  unselfish  in  its^el- 
ings  and  purposes  and  more  extensi^  in 
its  fellowship  and  influence. 

Inspire  us  with  a  faith  and  courage  t^ 
break  down  all  the  barriers  which  prevent 
any  of  the  nations  and  members  of  the 
human  family  from  possessing  and  en¬ 
joying  the  blessings  of  freedom  and 
peace. 

Hear  us  in  Christ’s  name.  Amen. 


THE  JOURNAL 

The  Journal  of  the  proceedings  of 
Thursday,  June  14,  1956,  was  read  and 
approved. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate,  by  Mr, 
Ast,  one  of  its  clerks,  announced  that  the 
Senate  had  passed  bills  of  the  following 
titles,  in  which  the  concurrence  of  the 
House  is  requested: 

S.  2654.  An  act  to  authorize  the  Adminis¬ 
trator  of  General  Services  to  convey  certain 
lands  In  the  State  of  Wyoming  to  the  city 
of  Cheyenne,  Wyo.; 

S.  3042.  An  act  to  amend  section  27  of 
the  Mineral  Leasing  Act  of  February  25, 
1920,  as  amended,  (30  XJ.  S.  C..  sec.  184),  Ir 
order  to  promote  the  development  of  phq^ 
phate  on  the  public  domain; 

S.  3467.  An  act  to  authorize  the  convey¬ 
ance  of  tribal  lands  from  the  Shoshojffe  In¬ 
dian  Tribe  and  the  Arapahoe  Indla^  Tribe 
of  the  Wind  River  Reservation  inywyomlng 
to  the  United  States;  and 

S.  3512.  An  act  to  permit  d^rt  land  en¬ 
tries  on  disconnected  tracts  of  lands  which. 
In  the  case  of  any  one  enwyman,  form  a 
compact  unit  and  do  notyfccceed  In  the  ag¬ 
gregate  320  cases. 

The  message  alsoy/nnounced  that  the 
Senate  had  passed/with  amendments  in 
which  the  concuirence  of  the  House  is 
requested,  a  bilTof  the  House  of  the  fol¬ 
lowing  title: 

H.  R.  9852y<[n  act  to  extend  the  Defense 
ProductioiiyAct  of  1950,  as  amended,  and  for 
other  purfibses. 

message  also  announced  that  the 
had  passed,  with  amendments  in 
the  concurrence  of  the  House  is 
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Monday,  June  25, 1956 

requested,  a  bill  of  the  House  of  the  fol¬ 
lowing  title: 

H.  R.  11619.  An  act  to  amend  the  Internal 
Revenue  Code  of  1954  and  the  Narcotic  Drugs 
Import  and  Export  Act  to  provide  for  a  more 
effective  control  of  narcotic  drugs  and  mari¬ 
huana,  and  for  other  purposes. 

The  message  also  announced  that  the 
Senate  insists  on  its  amendments  to  the 
foregoing  bill,  requests  a  conference  with 
the  House  on  the  disagreeing  votes  of  the 
two  Houses  thereon,  and  appoints  Mr. 
Eastland,  Mr.  O’Mahoney,  Mr.  Daniel, 
Mr.  Welker,  and  Mr.  Butler  to  be  the 
conferees  on  the  part  of  the  Senate. 

The  message  also  announced  that  the 
Senate  disagrees  to  the  amendments  of 
the  House  to  the  bill  (S.  3149)  entitled 
“An  act  to  amend  the  Civil  Aeronautics 
Act  of  1938  in  order  to  permit  air  carriers 
4o  grant  free  or  reduced  rate  transporta-y 
m  to  ministers  of  religion,”  requests 
cohference  with  the  House  on  the  ^s- 
agr^ng  votes  of  the  two  Houses  theruon, 
and  afH^ints  Mr.  Monroney,  Mr.  ^gnu- 
son,  MhsSmathers,  Mr.  Schoep^l,  and 
Mr.  PAYNiSto  be  the  conferees  911  the  part 
of  the  Sen£N;e. 

The  messa^  also  annoi^ed  that  the 
Senate  insistsunon  its  amendments  to 
the  bill  (H.  R.  63<^)  e^tled  “An  act  to 
provide  for  the  hoteitalization  and  care 
of  the  mentally  ilOw  Alaska,  and  for 
other  pm-poses,” /iisaigTeed  to  by  the 
House;  agrees  conSerence  asked  by 

the  House  on  the  disagreeing  votes  of  the 
two  Houses  ^ereon,  and  ^points  Mr. 
Jackson,  Mr:  Bible,  Mr.  LairSl  Mr.  Ku- 
CHEL,  and^r.  Goldwater  to  b^he  con¬ 
ferees  onnhe  part  of  the  Senate. 

Theinessage  also  announced  th^the 
Sen^  requests  the  House  to  returX,to 
the/senate  the  message  announcing  n 
a^eement  to  the  amendments  to  S.  1622> 
mtitled  “An  act  to  authorize  the  Secre¬ 
tary  of  the  Interior  to  make  payment  for 
certain  improvements  located  on  public 
lands  in  the  Rapid  Valley  unit.  South  Da¬ 
kota,  of  the  Missouri  River  Basin  proj¬ 
ect,  and  for  other  purposes.” 

The  message  also  announced  that  the 
Vice  President  has  appointed  Mr.  John¬ 
ston  of  South  Carolina  and  Mr.  Carlson 
members  of  the  joint  select  committee 
on  the  part  of  the  Senate,  as  provided  for 
in  the  act  of  August  5, 1939,  entitled  “An 
act  to  provide  for  the  disposition  of  cer¬ 
tain  records  of  the  United  States  Govern¬ 
ment,”  for  the  disposition  of  executive 
papers  referred  to  in  the  report  of  the 
Archivist  of  the  United  States,  numbered 
56-17.  , 


EXTENDING  DEFENSE  PRODUCTION 
ACT  OF  1950 

Mr.  SPENCE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  (H.  R.  9852)  to 


extend  the  Defense  Production  Act  of 
1950,  as  amended,  and  for  other  pur¬ 
poses,  with  Senate  amendments  thereto, 
disagree  to  the  Senate  amendments,  and 
ask  for  a  conference  with  the  Senate. 

The  SPEAEIER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky?  [After  a  pause.]  The  Chair 
hears  none  and  appoints  the  following 
conferees:  Messrs.  Spence,  Brown  of 
Georgia,  Patman,  Rains,  Wolcott,  Gam¬ 
ble,  and  Talle. 


TG  THE  EXPORT  CONTROL 
ACT  OP  1949 

SPENCE.  Mr.  Speaker,  I  ask 
ini&nimous  consent  to  take  from  the 
!^eaker’s  table  the  bill  (H.  R.  9^2)  to  ,- 
''amend  the  Export  Control  Act  of  1949  ( 

to  continue  for  an  additional  period  of  2 
years  the  authority  provided  thereunder 
for  the  regulation  of  exports,  with  Sen¬ 
ate  amendments  thereto,  disagree  to  the 
Senate  amendments,  and  ask  for  a  con¬ 
ference  with  the  Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky?  [After  a  pause.]  The  Chair 
hears  none  and  appoints  the  following 
conferees:  Messrs.  Spence,  Brown  of 
Georgia,  Patman,  Rains,  Wolcott,  Gam¬ 
ble,  and  Talle. 


APPROPRIATIONS  FOR  TENNESSEE 
VALLEY  AUTHORITY,  CERTAIN 
AGENCIES  OP  DEPARTMENT  OP 
THE  INTERIOR  AND  CIVIL  FUNC¬ 
TIONS  OP  THE  ARMY,  1957 

Mr.  CANNON  submitted  the  following 
conference  report  and  statement  on  the 
pill  (H.  R.  11319)  making  appropriations 
•  the  Tennesseee  Valley  Authority,  cer¬ 
tain  agencies  of  the  Department  of  the 
Integer,  and  civil  functions  adminis¬ 
tered  l^v  the  Department  of  the  Army, 
for  the^cal  year  ending  June  30,  1957, 
and  for  other  purposes; 

Conference''Repoet  (H.  Rept.  No.  2413) 
The  committed  of  conference  on  the  dis¬ 
agreeing  votes  oiV^e  two  Houses  on  the 
amendments  of  the  lunate  to  the  bill  (H.  R. 
11319)  “making  approoriations  for  the  Ten¬ 
nessee  Valley  AuthorityP^ertain  agencies  of 
the  Department  of  the  Ttoterior,  and  civil 
functions  administered  b^^he  Department 
of  the  Army,  for  the  fiscal  y^tf  ending  June 
30,  1957,  and  for  other  purposesSl  having  met, 
after  full  and  free  conference,  \ave  agreed 
>to  recommend  and  do  recommeiM^to  their 
respective  Houses  as  follows: 

That  the  Senate  recede  from  Its  ah^end- 
ments  numbered  8,  and  9. 

That  the  House  recede  from  Its  dlsagr^^ 
ment  to  the  amendments  of  the  Senate  nuniJ 
bered  1,  2,  6,  7,  13,  14,  19,  20,  21,  22,  and  23, 
And  agree  to  the  same. 
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DEFENSE  PRODUCTION.  Received  the  conference  report  on  H,  R,  98^2,  to  extend  the 
Defense  Production  Act  of  19^0  (H*  Rept,  2li86)*  pp*  9972,  9975  The  conferees 
deleted  the  House  provision  that  private  individuals  appointed  to  the  Executive 
Reserve  would  have  to  file  a  financial  statement  in  the  Federal  Register,  and 
expressed  approval  of  continued  industrial  dispersal. 

AGRICULTURE  Committee  reported  the  following  bills:  p.  9975  lands 

H.  R.  8817,  Td-th  amendm.ent,  to  provide  for  the  transfer  of  certain  USDA  / 

^o  Corbin,  Ky.  (H,  Rept.  2l;6Ii), 

H.  R.  9339,  tjithout  amendment,  to  authorize  the  exchange  of  certain  lan^ 
of  \he  U,  S,  in  Union  County,  Ga.  for  lands  within  the  Chattahoochee  Natioi 
Fores^  Ga,  (H,  Rept,  2ii65). 

'  H\R,  11873,  without  arcendm.ent,  to  decrease  the  Congressional  revi^r 
period  oXj>rojects  under  the  ^  atershed  Protection  and  Flood  Preventiocr  Act 
from  h5  da^  to  l5  days,  (H.  Kept,  2i4.70). 

S,  19l5y  with  amendment,  to  permit  the  exchange  of  employees  /ff  the  USDA 
and  eraployeesN^  State-local  political  subdivisions  and  educatiqji^  institutions 
(H,  Rept.  2h7l)\ 

H,  R,  11375,N;dthout  amendment,  to  further  e3rtend  the  special  school  mill^ 
prograra  to  certain  institutions  for  the  care  and  training  pi  children,  whether 
or  not  underprivileged  (H,  Rept.  2ii72). 

S,  1618,  a-dthout  aii^ndment,  to  remove  the  criminal/penalty  for  inadvertent 
violations  of  the  FederaI\Seed  act  and  to  prescribe  ci4ii  oenalties  for  such 
violations  of  the  Act  (H,  R>^t,  2l!73). 

H,  R,  9333,  with  amendra^t,  to  give  to  certa^  consuming  processors  of 
cotton  the  privilege  of  bu'^dngNcotton  futures  contracts  in  certain  cases  (H. 
Rept,  2ii78) . 

17,  RFCL/\lL'iTION;  ELECTRIFICATION,  The  I?d;erior/6.nd  Insular  affairs  Committee  ordered 
reported  H,  F,  ii719,  to  authorize  thexjoustruction,  operation,  and  maintenance 
of  the  Hells  Canyon  Dam  on  the  Snake  Rj^r  betareen  Idaho  and  Oregon,  p,  D686 

TRANSPORTATION,  The  Transportation  st^d  ComiT^fcmications  Subcommittee  of  the 
Interstate  and  Foreign  Commerce  Cpfmittee  or^red  reported  to  the  full  committee 
H,  R,  525,  ajhich  a^rcmld  amend  SeoA  22  of  the  Interstate  Commerce  Act  by  eliminat- 
,,ing  authorization  for  handlins^iroperty  free  or  ^  reduced  rates  for  the  U,  S. 
_^and  transporting  persons  fop/the  U,  S,  Governm.ent  ^ee  or  at  reduced  rates, 
p.  D686 

19,  IIARKETING,  The  "Daily  Digest"  states  that  the  Rules  Comiha^tee  granted  a  rule 

for  the  consideration/of  H,  R,  Uo5h,  to  provide  a  s'^^’s tern  of  mortgage  insurance 
to  municipal  and  otHer  political  subdivisions  of  the  States\to  be  adrainistered 
by  the  USDA,  for  )me  expansion  of  public  marketing  of  perishalstle  commodities, 
p .  D688 

20,  COMMODITY  CREZlIT  CORPORATION,  The  "Daily  Digest"  states  that  the  i^es  Comriiittee 

granted  a  i^e  for  the  consideration  of  H,  R,  11132,  to  increase  theSt>orroTring 
authorit^/of  CCC,  p,  D688 

21,  LABORy^iU'IDARDS,  The  Education  and  Labor  Committee  reported  Tdthout  amendm^t 
H.^!.  11799,  amending  the  Fair  Labor  Standards  Act  relative  to  minimum  wage! 

the  Samoa,  Wake  and  Guam  islands  (H,  Rept.  2ii69),  p,  9975 
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ITEMS  IN  APPENDIX 


22«  BWGET;  EXPENDITURES*  Rep.  Hoffman  stated  that  he  had  al\rei’'’s  endeavored  to 
l^ng  about  greater  efficiency  and  econonry  in  the  Government's  activities 
"Bi^that  we  will  never  get  lorrer  taxes,  a  balanced  budget,  until  the  pe9j51e 
accost  a  share  of  the  responsibility/  for  Federal  expenditures."  p*  A50^ 

23#  RESr-iiRCH)\FRUITS«  Rep.  Vursell  inserted  a  radio  broadcast  he  recent!^ made 
pointing\ut  the  benefits  that  have  been  brou.ght  to  the  orangegrotj^s  of  the 
State  of  Fixjrida,  as  the  result  of  the  work  of  research  scientis'^  in  this 
Department.  A5027 

2hm  WATER  POLLUTION X  Rep.  Burnside  inserted  a  newspaper  article  ^  support  of  H.  R« 
9$h0f  to  extend  ^d  strengthen  the  heater  Pollution  Control  Act*  p.  a5028 

2$m  FORSIGI'I  AID.  Rep,  B^tley  inserted  a  newspaper  article,  J^oreign  Aid's  Failures 
Prove  Cut  Long  Overdub^"  P*  A^oUi  / 

26.  DISTRESSED  AREAS r.  Rep/>  nice  inserted  an  editorial  ^mmending  Sen.  Douglas  and 
Rep^  Gra:/  for  their  suppo^  of  the  biil  which  woi^  establish  an  Area  Develop-* 
raent  Administration  to  assjXt  distressed  areas,  A$0h7 

B'ILLS  INTRODUCE^ 

27«  CONTRACTS,  He  R<,  ll?]^?,  by  Pep.  C^per  an^lH,  R,  119l-i8,  by  Rep*  Reed,  to  extend 
and  amend  the  Renegotiation  Act  of '1,951  ^.'ays  and  Means  Committee, 

28,  LAI'JDS,  H.  R*  1195G>  by  Rep.  Dawson  (bv\request),  to  provide  for  the  adjustment 

of  the  legislative  jurisdiction  exercise^  by  the  United  States  over  land  in  the 
several  States  used  for  Federal  piloses ;tb  Government  Operations  Committee, 

29,  SOIL  BAMo  H.  R*  11958,  by  Rep,/lPoage,  to  ai^nd  the  acreage  reserve  provisions 

of  the  Soil  Bank  Act  to  permi^ inclusion  of  a^eage  up  to  30  days  prior  to 
harvestj  to  Agriculture  Comr^tee* 

30,  WATER,  H,  R.  11962,  b3^  R^.  Steed,  to  provide  forXbderal  participation  and 

cooperation  with  States /^d  local  interests  in  deveX>ping  water  supplies  for 
domestic,  municipal,  i^ustrial,  and  other  purposes 5  \o  Public  '’'orks  Committee, 

31,  FLAGS,  H,  R,  11963 ^/oy  Rep,  Tumulty,  to  amend  the  law  iiXforce  with  respect  to 

the  display  and  of  the  flag  of  the  United  States,  and  \or  other  purposes; 
to  Judiciary  Coipmittee, 

32,  PROPERTY,  H,  ^  11970,  by  Rep,  Willis,  to  ar,:end  the  Internal  iWenue  Act  of 
195U  relative  to  nonrecognition  of  gain  from  involuntary  conver^on  of  certain 
real  prop^ty  used  for  agricultural  purposes;  to  ’"ays  and  Leans  Chpunittee, 

PRINTED  hearings  RECEIVED  IN  THIS  OFFICE 

33*  COI'I^ITY  EXCHANGES,  Futures  Trading,  Part  II,  Onions*  House  AgriculWre 
Comiittee*  ^ 
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Mr.  Spence,  from  the  committee  of  conference,  submitted 

the  following 

CONFERENCE  REPORT 


[To  accompany  H.  R.  9852] 

The  committee  of  co.nference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  Senate  to  the  bill  (H.  R.  9852)  to 
extend  the  Defense  Production  Act  of  1950,  as  amended,  and  for  other 
purposes,  having  met,  after  full  and  free  conference,  have  agreed  to 
recommend  and  do  recommend  to  their  respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amendment  nirmbered  5. 

That  the  House  recede  from  its  disagree.ment  to  the  amendments 
of  the  Senate  numbered  1,  2,  3,  and  6,  and  agree  to  the  same. 

That  the  House  recede  fro.m  its  disagreement  to  the  amendment  of 
the  Senate  numbered  4,  and  agree  to  the  same  with  an  amendment 
as  follows: 

In  the  sixth  line  of  the  matter  proposed  to  be  inserted  by  the 
Senate  amendment,  strike  out  “promote”  and  insert  encourage]  and 
the  Senate  agree  to  the  same. 

\  Brent  Spence, 

/  Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jesse  P.  Wolcott, 

By  Henry  O.  Talle, 

Ralph  A.  Gamble, 

Henry  O.  Talle, 

Managers  on  the  Part  of  the  House. 

J.  W.  Fulbright, 

Willis  Robertson, 

By  F.  W.  F. 

John  Sparkman, 

J.  Allen  Frear,  Jr., 

John  W.  Bricker, 

Wallace  F.  Bennett, 
Managers  on  the  Part  of  the  Senate. 
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STATEMENT  OF  THE  MANAGERS  ON  THE  PART  OF  THE  HOUSE 

The  managers  on  the  part  of  the  House  at  the  conference  on  the 
disagreeing  votes  of  the  two  Houses  on  the  amendments  of  the  Senate 
to  the  bill  (H.  R.  9852)  to  extend  the  Defense  Production  Act  of  1950, 
as  amended,  and  for  other  pm'poses,  submit  the  following  statement  in 
explanation  of  the  effect  of  the  action  agreed  upon  by  the  conferees 
and  recommended  in  the  accompanying  conference  report: 

EXECUTIVE  RESERVE 

Amendments  Nos.  1  and  2:  Section  3  of  the  House  bill  provided 
that  before  a  person  in  private  life  may  be  designated  as  a  member  of 
the  Executive  Reserve  he  must  comply  with  certain  requirements 
which  now  apply  to  persons  appointed  to  serve  without  compensatioi^ 
under  the  Defense  Production  Act.  The  main  effect  of  this  provisioi^ 
would  have  been  to  require  persons  designated  as  members  of  the 
Executive  Reserve  to  file  in  the  Federal  Register  statements  of  then 
financial  interests  at  the  time  they  are  designated.  The  Senate  amend¬ 
ments  struck  this  provision  from  the  bill.  The  Senate  conferees 
pointed  out  that  after  this  provision  had  been  inserted  in  the  House 
bill  the  Senate  Banking  ancl  Currency  Committee  received  extensive 
testimony  to  the  effect  that  this  amendment  would  hamper  recruit¬ 
ment  of  Executive  Reserves  to  the  point  where  it  would  render  this 
program  virtualR  inoperative.  After  weighing  the  advantages  and 
disadvantages  of  this  provision  of  the  House  bill  the  conferees  decided 
that  rather  than  risk  disruption  of  the  Executive  Reserve  program 
this  provision  should  be  eliminated  from  the  bill. 


NICKEL  SURVEY 

Amendment  No.  3:  Under  the  House  bill,  the  Secretary  of  Com¬ 
merce  was  required  to  file  an  interim  report  on  the  nickel  survey  (dis¬ 
cussed  under  amendment  No.  5,  below)  by  July  15,  1956,  followed  by 
a  full  report  by  December  31,  1956.  Because  of  the  lapse  of  time 
since  the  passage  of  the  House  bill,  there  is  not  sufficient  time  tc, 
prepare  and  file  an  interim  report  by  July  15,  1956.  Accordingly, 
the  conferees  have  agreed  to  the  Senate  amendment  which  postponed 
the  date  of  the  interim  report  to  August  15,  1956. 


DISPERSAL  OF  INDUSTRIAL  FACILITIES 


Amendment  No.  4:  This  amendment  added  to  the  House  bill  a  new 
provision  amending  the  Defense  Production  Act  so  as  to  declare  that 
it  is  the  policy  of  Congress  to  encourage  geographical  dispersal  of 
industrial  facilities  and  to  provide  that  the  Government,  in  building 
or  assisting  construction  or  improvement  of  industrial  plants,  and  in 
procuring  goods  and  services,  shall  follow  the  dispersal  principle  when 
practicable  and  consistent  with  existing  law  and  the  desnability  of 
maintaining  a  sound  economy,  where  such  dispersal  is  in  the  interest 
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of  national  defense.  The  conferees  have  agreed  to  include  this  pro¬ 
vision  in  the  bill. 

The  amendment  is  designed  to  give  an  expression  of  congressional 
support  and  approval  of  the  dispersal  policies  which  the  Office  of 
Defense  Mobilization  and  the  Department  of  Defense  have  already 
adopted,  and  are  carrying  out.  The  amendment  does  not  appl}^  the 
principle  of  dispersal  to  existing  plants.  It  does  not  require  replacing 
existing  industries.  And  it  does  not  mean  that  geographical  dispersal 
is  the  only,  or  in  some  cases  even  the  principal,  factor  to  be  con¬ 
sidered.  The  amendment  calls  for  the  application  of  the  principle 
of  geographical  dispersal  of  industrial  facilities,  under  the  coordination 
of  the  Office  of  Defense  Mobilization,  (1)  when  practicable,  (2)  when 
consistent  with  existing  law,  and  (3)  when  consistent  with  the 
desirabihty  of  maintaining  a  sound  economy.  Full  recognition  can 
and  should  be  given  under  this  provision  to  the  many  other  factors 
entering  into  the  location  of  industrial  plants,  such  as  access  to  raw 
materials,  power,  labor,  and  transportation. 

ALLOCATIONS  IN  THE  CIVILIAN  MARKET 

Amendment  No.  5:  This  amendment  added  to  the  House  bill  a  new 
provision  amending  section  701  (c)  of  the  Defense  Production  Act 
which  related  to  allocations  in  the  civilian  market.  This  provision 
was  primarily  directed  to  the  difficulties  that  have  been  experienced 
by  civilian  users  of  nickel,  particularly  small-business  users,  in  ob¬ 
taining  an  equitable  share  of  the  civilian  supply.  The  conferees 
recognize  the  seriousness  of  this  situation,  and  are  concerned  over 
shortcomings  in  the  present  system  of  distributing  nickel.  The  bill, 
as  agreed  to  in  conference,  does  not  contain  the  Senate  provision  in 
view  of  the  fact  that  the  bill  contains  another  amendment  to  the 
Defense  Production  Act,  directing  the  Secretary  of  Commerce,  in 
consultation  with  the  Joint  Committee  on  Defense  Production,  to 
make  a  special  study  of  the  nickel  situation.  This  study  will  include, 
among  other  factors,  allocation  and  distribution  of  nickel,  the  various 
uses  of  nickel,  and  resale  of  nickel  as  scrap.  An  interim  report  of  the 
results  of  the  study  is  to  be  made  by  August  15,  1956,  and  a  final 
report  is  to  be  made  by  December  31,  1956.  This  report  is  to  be  made 
to  the  Senate  and  the  House  and  is  to  include  such  recommendations 
as  the  Secretary  of  Commerce  deems  advisable.  The  final  report 
will  be  made  just  before  the  next  Congress  convenes.  This  will  enable 
the  Congress  to  take  such  action  as  it  may  deem  advisable  with  respect 
to  the  nickel  situation.  It  should  be  emphasized  that  the  existing 
provisions  of  the  Defense  Production  Act  give  the  President  ample 
authority  to  impose  allocation  controls  on  either  a  general  or  selective 
basis  where  appropriate  to  alleviate  this  problem. 

PAYMENT  OF  EXPENSES  OF  JOINT  COMMITTEE 

Amendment  No.  6:  Section  712  (e)  of  the  Defense  Production  Act 
provides  that  the  expenses  of  the  Joint  Committee  on  Defense  Pro¬ 
duction  shall  be  paid  half  from  the  contingent  fund  of  the  Senate  and 
half  from  the  contingent  fund  of  the  House  of  Representatives. 
Under  this  provision  the  House  disbursing  officer  makes  all  the  pay¬ 
ments  for  committee  expenses  and  every  6  months  is  reimbursed  by 
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the  Senate  disbursing  officer  for  half  the  payments  to  date.  In  order 
to  eliminate  this  unnecessary  bookeeping  and  to  be  consistent  with  the 
general  practice  followed  with  respect  to  joint  committees  the  con¬ 
ferees  adopted  the  Senate  amendment  providing  for  payment  of  aU 
the  expenses  of  this  committee  from  the  House  contingent  fund. 

Brent  Spence, 

Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jesse  P.  Wolcott, 

By  Henry  O.  Talle, 

Ralph  A.  Gamble, 

Henry  O.  Talle, 

Managers  on  the  Part  of  the  House. 
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lat  such  Impairment  ■will  continue  through- 
o'St  the  life  of  the  disabled  person.  A  person 
shall  be  deemed  to  be  permanently  and 
totarlr  disabled  upon  reaching  the  age  of 
65  yealw.  In  addition  to  the  criteria  estab¬ 
lished  ^  the  preceding  two  sentences,  the 
Adminisw»tor  of  Veterans’  Affairs  may 
classify.  permanently  and  totally  dis¬ 
abling.  thosk  diseases  and  disorders  which 
in  his  judgmtot  are  such  as  to  justify  such 
a  classification/ 

“(f)  Pension  s)|all  be  paid  under  this  part 
at  the  rate  of  $85^er  month,  except  that — 

“(1)  when  the  o^ability  of  the  eligible 
person  has  been  rati^  as  permanent  and 
total  for  an  aggregateXof  10  years,  or  when 
he  has  reached  the  agk  of  65  years,  such 
pension  shall  be  paid  a^the  rate  of  $105 
monthly; 

“(2)  when  the  eligible  person  becomes,  on 
account  of  age  or  physical  oit  mental  dis¬ 
abilities,  helpless  or  blind  or  soNjearly  help¬ 
less  or  blind  as  to  need  or  require^'toe  regular 
aid  and  attendance  of  another  periipn,  such 
pension  shall  be  paid  at  the  rateN^f  $150 
per  month.’’ 

Mr.  TEAGUE  of  Texas.  Mr.  Ch>ir- 
man,  I  move  that  the  Committee  do  nc 
rise. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Cooper,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.  R.  7886)  to  amend  part  III  of  Vet¬ 
erans  Regulation  No.  1  (a)  to  liberalize 
the  basis  for,  and  increase  the  monthly 
rates  of,  disability  pension  awards,  had 
come  to  no  resolution  thereon. 

(Mr.  TEAGUE  of  Texas  asked  and  was 
given  permission  to  revise  and  extend 
.the  remarks  he  made  in  Committee  and 
to  include  charts  and  tables. ) 


GENERAL  LEAVE  TO  EXTEND 
REMARKS 

Mr.  TEAGUE  of  Texas.  Mr.  Chair¬ 
man,  I  ask  unanimous  consent  that  all 
Members  may  have  3  legislative  days  in 
which  to  extend  their  remarks  in  the 
Record  on  H.  R.  7886. 

The  SPEAKEIR.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

PARLIAMENTARY  INQUIRY 

Mr.  EDMONDSON.  Mr.  Speah 
parliamentary  inquiry. 

The  SPEAKER.  The  gentle^ 
state  it. 

Mr.  EDIVI  /  the  first 

order  of  bus  in  connec¬ 
tion  with  H  mendments 

to  the  first  i  11? 

The  SPEA  :  Chair  does 

not  have  an  what  might 

happen  in  t  the  Whole 

or  what  am  be  offered. 

Generally,  u  '  the  House, 

when  a  sect  5  read,  it  is 

open  to  ame 

Mr.  EDJ  thank  the 

Chair. 


DIS' 


CT  OP  COLUMBIA  APPROPRI¬ 
ATION  BILL 

r.  RABAUT.  Mr.  Speaker,  I  ask 
animous  consent  that  the  managers 


on  the  part  of  the  House  may  have  until 
midnight  tonight  to  file  a  conference 
report  on  the  bill  (H.  R.  10003)  making 
appropriations  for  the  District  of  Colum¬ 
bia  and  other  activities  chargeable  in 
whole  or  in  part  against  the  revenues 
of  said  District  for  the  fiscal  year  end¬ 
ing  June  30,  1957,  and  for  other  pur¬ 
poses. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Michigan? 

There  was  no  objection. 

The  conference  report  and  statement 
follow : 

Conference  Report  (H.  Kept.  No.  2484) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
10003)  making  appropriations  for  the  gov¬ 
ernment  of  the  District  of  Columbia  and 
other  activities  chargeable  in  whole  or  in 
part  against  the  revenues  of  said  District,  for 
the  fiscal  year  ending  June  30,  1957,  and  for 
other  purposes,  having  met,  after  full  and 
free  conference,  have  agreed  to  recommend 
and  do  recommend  to  their  respective  Houses 
as  follows: 

That  the  Senate  recede  from  its  amendy 
nt  numbered  5.  / 

at  the  House  recede  from  its  disag^- 
men\  to  the  amendments  of  the  Senate  lywn- 
beredV  3.  6,  8,  9,  10,  11,  12,  13,  14,  15,^.  18, 
19,  20,  ^  22,  and  23,  and  agree  to  the^me. 

Amendta'ent  numbered  1:  Tliat  tj^  House 
recede  frona  its  disagreement  to  amend¬ 
ment  of  thV.  Senate  numbered  y  and  agree 
to  the  same  with  an  amendmerrt  as  follows: 
In  lieu  of  the  ^m  proposed  ^  said  amend¬ 
ment  insert  “$^813,950”;  $ilid  the  Senate 
agree  to  the  same 

Amendment  num'l^ere<D4;  That  the  House 
recede  from  its  disag^^ent  to  the  amend¬ 
ment  of  the  Senate  nombered  4,  and  agree 
to  the  same  with  aiyana^ndment  as  follows: 
In  lieu  of  the  sum^ropos^d  by  said  amend¬ 
ment  insert  “$3^15,750”;  V^nd  the  Senate 
agree  to  the  sanle. 

The  commit^e  of  conferenc^eport  in  dis¬ 
agreement  anfendments  numberl^  7  and  16. 

/  Loins  C.  RabautS^ 

/Otto  E.  Passman, 

Wn,LiAM  H.  Natche 
Clarence  Cannon, 

Earl  Wilson, 

Benj.  F.  James, 

John  Taber, 

Managers  on  the  Part  of  the  House. 
JOHN  Stennis, 

John  L.  McClellan, 
Lyndon  B.  Johnson, 

Alan  Bible, 

J.  Allen  Frear,  Jr., 

Everett  M.  Dirksen, 

Milton  R.  Young, 

J.  Glenn  Beall, 

Managers  on  the  Part  of  the  Senate, 
Statement 

The  managers  on  the  part  of  the  House 
at  the  conference  on  the  disagreeing  votes 
of  the  two  Houses  on  the  amendments  of 
the  Senate  to  the  bill  (H.  R.  10003)  making 
appropriations  for  the  government  of  the 
District  of  Columbia  and  other  activities 
chargeable  in  whole  or  in  part  against  the 
revenues  of  said  District  for  the  fiscal  year 
ending  June  30,  1957,  and  for  other  purposes, 
submit  the  following  statement  in  explana¬ 
tion  of  the  effect  of  the  action  agreed  upon 
and  recommended  in  the  accompanying  con¬ 
ference  report  as  to  each  of  such  amend¬ 
ments,  namely: 

federal  payment  to  district  op  COLUMBIA 
Amendment  No.  1:  Appropriates  $1,813,950 
to  the  water  fund  Instead  of  $1,613,950  as 
proposed  by  the  House  and  $1,963,950 'as 
proposed  by  the  Senate,  The  conference 


committee  has  reduced  the  amount  conj 
tained  in  the  Senate  approved  bill  frq^ 
$350,000  to  $200,000  as  a  Federal  contruA- 
tlon  toward  the  construction  of  a  fishway  on 
the  proposed  Little  Falls  Dam.  The  ci^fer- 
ence  committee  strongly  believes  th^^  fish¬ 
way  should  be  constructed  and  Urges  the 
Corps  of  Engineers  to  make  imnyiaiate  pro¬ 
visions  for  the  Inclusion  of  thR  conserva¬ 
tion  feature  on  the  dam.  It  ys  the  opinion 
of  the  committee  that  any  mnds  in  excess 
of  the  Federal  contrlbuticni  of  $200,000  to 
construct  a  fishway  in y^ccordance  with 
United  States  Fish  and  ^ildiife  Service  cri¬ 
teria  should  come  front  the  District  of  Co¬ 
lumbia  water  funds  previously  author¬ 
ized  and  appropriaWd. 

OPERylNO  EXPENSES 

Amendment  Nfi.  2 — Department  of  General 
Administration/  Appropriates  $3,475,000  as 
proposed  by  ^e  Senate  instead  of  $3,425,000 
as  proposed/y  the  House. 

Amendn^nt  No.  3 — Regulatory  agencies: 
Appropr^es  $1,058,440  as  proposed  by  the 
Senate  instead  of  $1,053,000  as  proposed  by 
the  R^se. 

endments  Nos.  4  and  5 — ^Public  schools: 
ApjSropriate  $32,515,750  instead  of  $32,130,800 
proposed  by  the  House  and  $32,590,750  as 
roposed  by  the  Senate;  and  delete  lan¬ 
guage  proposed  by  the  Senate  authorizing 
the  transfer  of  $500,000  from  the  motor- 
vehicle  parking  fund  to  the  general  fund. 
The  committee  of  conference  is  agreed  that, 
in  lieu  of  the  $75,000  proposed  by  the  Senate 
for  a  citywide  school  census,  funds  shall 
be  made  available  for  spot  check  censuses 
of  schoolchildren  in  the  budgeted  amount  of 
$3,256,  and  the  public-school  system  is  direc¬ 
ted  to  furnish  upon  request  of  the  Commit¬ 
tees  on  Appropriations  of  the  Congress  such 
information  as  may  be  available  from  exist¬ 
ing  school  records.  The  committee  of  con¬ 
ference,  in  deleting  the  Senate  proposal  to 
transfer  funds  from  the  motor-vehicle  park¬ 
ing  fund  to  the  general  fund,  has  taken 
cognizance  of  the  IVashington  regional  mass 
transportation  survey  presently  being  made. 
It  has  also  noted  the  large  balance  of  funds 
accumulating  in  the  motor-vehicle  parking 
fund  and  suggests  that  the  Commissioners 
begin  planning  for  the  immediate  and  proper 
utilization  of  the  funds  in  accordance  with 
the  objectives  of  the  act  creating  the  fund. 

Amendment  No.  6 — Recreation  Depart¬ 
ment;  Appropriates  $1,903,000  as  proposed 
by  the  Senate  instead  of  $1,892,500  as  pro¬ 
posed  by  the  House. 

Amendment  No.  7 — Department  of  Public 
Health:  Reported  in  disagreement. 

Amendment  No.  8 — Department  of  Public 
ealth:  Appropriates  $25,503,400  as  proposed 
the  Senate  instead  of  $25,434,000  as  pro- 
p3k^  by  the  House. 

Atoiendment  No.  9 — Office  of  Surveyor; 
ApprMriates  $170,000  as  proposed  by  the 
Senate\nstead  of  $164,000  as  proposed  by  the 
House. 

AmendiH^nt  No.  10 — Department  of 
Licenses  ^d  Inspections:  Appropriates 
$1,658,000  as^aroposed  by  the  Senate  instead 
of  $1,640,000  ate  proposed  by  the  House. 

Amendments^os.  11  and  12 — Department 
of  Highways:  Ap^opriate  $6,535,000  as  pro¬ 
posed  by  the  Senate  instead  of  $6,485,000  as 
proposed  by  the  H^se;  and  provide  that 
of  the  sum  appropriaJhed  $3,966,235  shall  be 
derived  from  the  highly  fund  as  proposed 
by  the  Senate  instead  oln^$3,934,304  as  pro¬ 
posed  by  the  House. 

Amendment  No.  13 — Dep^ment  of  Vehi¬ 
cles  and  Traffic:  AppropriateX  $1,303,000  as 
proposed  by  the  Senate  insteac^f  $1,291,000 
as  proposed  by  the  House. 

Amendment  No.  14 — Departmen^f  Sani¬ 
tary  Engineer;  Appropriates  $10,8911^00  as 
proposed  by  the  Senate  instead  of  $10i846,000 
as  proposed  by  the  House. 

Amendment  No.  15 — National  Guard: 
proprlates  $136,500  as  proposed  by  the  SenaH 
instead  of  $128,500  as  proposed  by  the  Hous 
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CAPITAL  OUTLAY 

AmenJiment  No.  16— Public  building  con- 
gtructlo^Reported  in  disagreement. 

AmendmKpt  No.  17 — Public  building  con¬ 
struction;  Spvldes  $348,900  for  purchase  of 
equipment  fo\new  school  buildings  as  pro¬ 
posed  by  the  S^ate  instead  of  $270,400  as 
proposed  by  the  Muse. 

Amendments  Nd^  18  and  19— Public  build¬ 
ing  construction:  Appropriate  $6,221,700  as 
proposed  by  tlie  Sen^e  instead  of  $5,200,000 
as  proposed  by  the  H^^e;  and  provide  that 
of  the  sum  appropriatea.  $3,160,700  shall  not 
become  available  for  ex]^diture  until  July 
1,  1957,  as  proposed  by  tlm  Senate  instead 
of  $2,960,700  as  proposed  the  House. 

Amendments  Nos.  20  and  a^Department 
of  Highways;  Appropriate  $14,a^,000  as  pro¬ 
posed  by  the  Senate  instead  ds.  $14,400,000 
as  proposed  by  the  House;  and  pS^vide  that 
of  the  sum  appropriated  $14,128,0^shall  be 
derived  from  the  highway  fund  as  Vopused 
by  the  Senate  instead  of  $14  million  pro¬ 
posed  by  the  House. 

GENERAL  PROVISIONS 

Amendment  No.  22 :  Deletes  language  pro¬ 
posed  by  the  House  limiting  the  expenditurl 
of  funds  for  allowances  for  privately  owned 
automobiles  used  for  the  performance  of 
ofiacial  duties. 

Amendment  No.  23 :  Provides  that  the  total 
expenditures  for  the  payment  of  dues  and 
expenses  of  attendance  at  meetings  of  or¬ 
ganizations  shall  not  exceed  $25,000  as  pro¬ 
posed  by  the  Senate  instead  of  $20,000  as 
proposed  by  the  House. 

Louis  C.  Rabaut, 

Otto  E.  Passman, 

William  H.  Natcher, 
Clarence  Cannon, 

Earl  Wilson, 

Benjamin  P.  James, 

John  Taber, 

Managers  on  the  Part  of  the  House. 


FURTHER  MESSAGE  FROM  THE 
SENATE 

A  further  message  from  the  Senate, 
by  Mr.  McBride,  one  of  its  clerks,  an¬ 
nounced  that  the  Senate  agrees  to  the 
report  of  the  committee  of  conference 
on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  Senate 
to  the  bill  (H.  R.  10660)  entitled  “An  act 
to  amend  and  supplement  the  Federal- 
Aid  Road  Act  approved  July  11,  1916,  to 
authorize  appropriations  for  continuing 
the  construction  of  highways;  to  amend 
the  Internal  Revenue  Code  of  1954  to 
provide  additional  revenue  from  the, 
taxes  on  motor  fuel,  tires,  and  trucks  anj 
buses;  and  for  other  purposes.” 

FILING  OF  CONFERENCE  RE^RTS 

Mr.  SPENCE.  Mr.  Speaker/^ I  ask 
unanimous  consent  that  the  Managers 
on  the  part  of  the  House  ma^ave  until 
midnight  tonight  to  file  repjwts  on  H.  R. 
9052  and  H.  R.  9852. 

The  SPEAKER.  Is  tlyfre  objection  to 
the  request  of  the  gent;eman  from  Ken¬ 
tucky? 

There  was  no  objyttion. 

EXTENSION  Of  EXPORT  CONTROL 
'  OP  1949 

Mr.  SPENg®  submitted  the  following 
conferenc^eport  and  statement: 

CoNFEy&cE  Report  (H.  Rept.  No.  2485) 

The  ^mmlttee  of  conference  on  the  dls- 
agreeiij%  votes  of  the  two  Houses  on  the 


amendments  of  the  Senate  to  the  bill  (H.  R. 
9052)  to  amend  the  Export  Control  Act  of 
1949  to  continue  for  an  additional  period  of 
two  years  the  authority  provided  thereunder 
for  the  regulation  of  exports,  having  met, 
after  full  and  free  conference,  have  agreed 
to  recommend  and  do  recommend  to  their 
respective  Houses  as  follows: 

That  the  Senate  recede  from  Its  amend¬ 
ment  numbered  1. 

That  the  House  recede  from  Its  disagree¬ 
ment  to  the  amendment  of  the  Senate 
numbered  2  and  agree  to  the  same  with  an 
amendment  as  follows:  In  lieu  of  the  matter 
proposed  to  be  inserted  by  the  Senate 
amendment  insert  the  following: 

"The  Secretary  may  contract  with  any 
private  organization  for  the  collection  of 
information  iiecessary  to  such  survey,  but 
any  conclusions  or  recommendations  in  any 
report  to  the  Congress  under  this  section 
shall  be  made  by  a  full-time  ofl5cer  or  em¬ 
ployee  of  the  Department  of  Commerce,  and 
no  person  employed  under  section  710  (b)  of 
the  Defense  Pi'oductlon  Act  of  1950,  as 
amended,  shall  in  any  manner  participate  in 
such  survey.” 

And  the  Senate  agree  to  the  same. 

Brent  Spence, 

Paul  Brown, 

Weight  Patman, 

Albert  Rains, 

Jesse  P.  Wolcott, 
by  Henry  O.  Talle, 

Ralph  A.  Gamble, 

Henry  O.  Talle, 

Mai^qgers  on  the  Part  of  the 
J.  W.  Fulbright, 

Willis  Robertson.^ 
by  J.  W.  Fulb^ght, 

BHN  Sparkman/^ 

J.^LLEN  Frea^  Jr., 

JohW  W.  Brmjker, 

WALUmB  F.^ENNETT, 

PREscon'  Bush, 

Managers  on  the^Bart  of  the  Senate. 


The  managers  oiythe  part  of  the  House  at 
the  conference  onr  the  disa^eelng  votes  of 
the  two  Houses yon  the  amendments  of  the 
Senate  to  the  ^1  (H.  R.  9052)  ^  amend  the 
Export  Contrm  Act  of  1949  to  Ctatlnue  for 
an  addition^ period  of  two  years  t^  author¬ 
ity  provid^  thereunder  for  the  regulation  of 
exports,  ^bmlt  the  following  statentent  in 
explan^on  of  the  effect  of  the  action  agreed 
upon  by  the  conferees  and  recommendeSi  in 
the  ^companying  conference  report: 

retion  2  of  the  House  bill  directed  tl 
S^retary  of  Commerce  to  make  a  complet( 
irvey  of  the  iron  and  steel  scrap  available 
Aind  potentially  available,  and  to  file  with 
the  Congress  an  Interim  report  within  three 
months  and  a  final  report  by  January  31, 
1957.  This  section  of  the  House  bill  also 
required  that  the  survey  be  made  by  full¬ 
time  employees  of  the  Department  of  Com¬ 
merce,  although  the  Department  would  be 
authorized  in  making  the  survey  to  call  upon 
other  Federal  departments  for  any  informa¬ 
tion  available  to  them. 

Senate  amendment  No.  1  provided  that  the 
survey  should  be  made  by  the  Bureau  of 
Mines  rather  than  by  the  Secretary  of  Com¬ 
merce.  Senate  amendment  No.  2  deleted  the 
requirement  that  the  survey  be  made  by  full¬ 
time  Federal  employees  and  substituted  lan¬ 
guage  providing  that,  while  the  survey  would 
be  made  under  the  authority  and  direction 
of  the  Bureau  of  Mines,  the  Bureau  could 
make  use  of  such  assistance  in  making  the 
survey  as  the  Director  of  the  Bureau  deemed 
desirable. 

The  Senate  recedes  from  its  amendment 
No.  1,  and  the  House  recedes  from  its  dis¬ 
agreement  to  Senate  amendment  No.  2  with 
an  amendment  which  is  in  effect  a  substi¬ 
tute  for  both  the  House  and  Senate  language 
dealing  with  the  manner  in  which  the  sur¬ 
vey  is  to  be  conducted.  Under  the  actions 


thus  taken  by  the  conferees,  the  surij 
would  be  made  by  the  Secretary  of 
merce  and  any  conclusions  or  recomm^da- 
tions  reported  to  the  Congress  would^ave 
to  be  made  by  a  full-time  officer  or  employee 
of  the  Department  of  Commerce^But  the 
Secretary  could  contract  with  private  or¬ 
ganizations  for  the  collection  of  Jmormation 
necessary  to  the  survey.  A  fur^er  provision 
in  the  language  agreed  upmii  by  the  con¬ 
ferees  would  specifically  pnohiblt  any  per¬ 
son  who  is  employed  witly^t  compensation 
under  section  710  (b)  of  the  Defense  Produc¬ 
tion  Act  from  partlcip^ng  in  the  survey  In 
any  manner  whatsoeiy 
It  is  of  the  utm^  importance  that  the 
survey  be  complete  fair  and  objective.  Ac¬ 
cordingly,  the  Seoretary  of  Commerce  must 
exercise  the  greyest  caution  to  Insure  that 
any  research  o^anization  selected  to  assist 
in  the  survey  shall  be  completely  Impartial 
and  unprej)|uiced. 

Brent  Spence, 

Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jesse  P.  Wolcott, 

By  Henry  O.  Talle, 

Ralph  A.  Gamble, 

Henry  O.  Talle, 

Managers  on  the  Part  of  the  House. 


EXTENSION  OP  DEFENSE  PRODUC¬ 
TION  ACT  OP  1950 

Mr.  SPENCE  submitted  the  following 
report  and  statement: 

Conference  Report  (H.  Rept.  No.  2486) 

The  committee  of  conference  on  the  disa¬ 
greeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
9852)  to  extend  the  Defense  Production  Act 
of  1950,  as  amended,  and  for  other  purposes, 
having  met,  after  full  and  free  conference, 
have  agreed  to  recommend  and  do  recom-. 
mend  to  their  respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amend¬ 
ment  numbered  5. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  1,  2,  3,  and  6,  and  agree  to  the  same. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendment  of  the  Senate  num¬ 
bered  4  and  agree  to  the  same  with  an 
amendment  as  follows;  In  the  sixth  lino 
of  the  matter  proposed  to  be  inserted  by  the 
Senate  amendment,  strike  out  "promote”  and 
Insert  "encourage”;  and  the  Senate  agree  to 
the  same. 

Brent  Spence, 

Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jesse  P.  Wolcott, 
by  Henry  O.  Talle, 

Ralph  A.  Gamble, 

Henry  O.  Talle, 

Managers  on  the  Part  of  the  House. 

J.  W.  Fulbright, 

Willis  Robertson, 
by  J.  W.  Fulbright, 

John  Sparkman, 

J.  Allen  Frear,  Jr., 

John  W.  Bricker, 

Wallace  F.  Bennett, 
Managers  on  the  Part  of  the  Senate. 

Statement 

The  managers  on  the  part  of  the  House 
at  the  conference  on  the  disagreeing  votes 
of  the  two  Houses  on  the  amendments  of 
the  Senate  to  the  bill  (H.  R.  9852)  to  ex¬ 
tend  the  Defense  Production  Act  of  1950, 
as  amended,  and  for  other  purposes,  sub¬ 
mit  the  follovidng  statement  in  explana¬ 
tion  of  the  effect  of  the  action  agreed  upon 
by  the  conferees  and  recommended  in  the 
accompanying  conference  report; 
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EXECUTIVE  RESERVE 

Amendments  Nos.  1  and  2:  Section  3  of 
the  House  bill  provided  that  before  a  per¬ 
son  In  private  life  may  be  designated  as  a 
member  of  the  Executive  Reserve  he  must 
comply  with  certain  requirements  which  now 
apply  to  persons  appointed  to  serve  without 
compensation  under  the  Defense  Produc¬ 
tion  Act.  The  main  effect  of  this  provision 
would  have  been  to  require  persons  desig¬ 
nated  as  members  of  the  Executive  Reserve 
to  file  in  the  Federal  Register  statements  of 
their  financial  Interests  at  the  time  they  are 
designated.  The  Senate  amendments  struck 
this  provision  from  the  bill.  The  Senate 
conferees  pointed  out  that  after  this  provi¬ 
sion  had  been  inserted  in  the  House  bill 
the  Senate  Banking  and  Currency  Commit¬ 
tee  received  extensive  testimony  to  the  effect 
that  this  amendment  would  hamper  recruit¬ 
ment  of  Executive  Reserves  to  the  point 
where  it  would  render  this  program  virtu¬ 
ally  inoperative.  After  weighing  the  ad¬ 
vantages  and  disadvantages  of  this  provision 
of  the  House  bill  the  conferees  decided  that 
rather  than  risk  disruption  of  the  Execu¬ 
tive  Reserve  program  this  provision  should 
be  eliminated  from  the  bill. 

NICKEL  SURVEY 

Amendment  No.  3 :  Under  the  House  bill, 
the  Secretary  of  Commerce  was  required  to 
file  an  interim  report  on  the  nickel  survey 
(discussed  under  Amendment  No.  5,  below) 
by  July  15,  1956,  followed  by  a  full  report 
by  December  31,  1956.  Because  of  the  lapse 
of  time  since  the  passage  of  the  House  bill, 
there  is  not  sufficient  time  to  prepare  and 
file  an  interim  report  by  July  15,  1956.  Ac¬ 
cordingly,  the  conferees  have  agreed  to  the 
Senate  amendment  which  postponed  the 
date  of  the  interim  report  to  August  15, 
1956. 

DISPERSAL  OP  INDUSTRIAL  FACILITIES 

Amendment  No.  4:  This  amendment  added 
to  the  House  bill  a  new  provision  amending 
the  Defense  Production  Act  so  as  to  declare 
that  it  is  the  policy  of  Congress  to  encour¬ 
age  geographical  dispersal  of  industrial  fa¬ 
cilities,  and  to  provide  that  the  Government, 
in  building  or  assisting  construction  or  im¬ 
provement  of  industrial  plants,  and  in  pro¬ 
curing  goods  and  services,  shall  follow  the 
dispersal  principle  when  practicable  and  con¬ 
sistent  with  existing  law  and  the  desirabil¬ 
ity  of  maintaining  a  sound  economy,  where 
such  dispersal  is  in  the  interest  of  national 
defense.  The  conferees  have  agreed  to  in¬ 
clude  this  provision  in  the  bill. 

The  amendment  is  designed  to  give  an  ex¬ 
pression  of  congressional  support  and  ap¬ 
proval  of  the  dispersal  policies  which  the  Of¬ 
fice  of  Defense  Mobilization  and  the  De¬ 
partment  of  Defense  have  already  adopted, 
and  are  carrying  out.  The  amendment  does 
not  apply  the  principle  of  dispersal  to  exist¬ 
ing  plants.  It  does  not  require  replacing  ex¬ 
isting  industries.  And  it  does  not  mean  that 
geographical  dispersal  is  the  only,  or  in  some 
cases  even  the  principal,  factor  to  be  con¬ 
sidered.  The  amendment  calls  for  the  ap¬ 
plication  of  the  principle  of  geographical 
dispersal  of  industrial  facilities  under  the 
coordination  of  the  Office  of  Defense  Mobili¬ 
zation,  (1)  when  practicable,  (2)  when  con¬ 
sistent  with  existing  law,  and  (3)  when  con¬ 
sistent  with  the  desirability  of  maintaining 
a  sound  economy.  Full  recognition  can  and 
should  be  given  under  this  provision  to  the 
many  other  factors  entering  into  the  loca¬ 
tion  of  industrial  plants,  such  as  access  to 
raw  materials,  power,  labor,  and  transpor¬ 
tation. 

ALLOCATIONS  IN  THE  CIVILIAN  MARKET 

Amendment  No.  5:  This  amendment  added 
to  the  House  bill  a  new  provision  amending 
section  701  (c)  of  the  Defense  Production 
Act  which  related  to  allocations  in  the  civil¬ 
ian  market.  This  provision  was  primarily 
directed  to  the  difficulties  that  have  been 


experienced  by  civilian  users  of  nickel,  par¬ 
ticularly  small-business  users,  in  obtaining 
an  equitable  share  of  the  civilian  supply. 
The  conferees  recognize  the  seriousness  of 
this  situation,  and  are  concerned  over  short¬ 
comings  in  the  present  system  of  distributing 
nickel.  The  bill,  as  agreed  to  in  conference, 
does  not  contain  the  Senate  provision  in  view 
of  the  fact  that  the  bill  contains  another 
amendment  to  the  Defense  Production  Act, 
directing  the  Secretary  of  Commerce,  in  con¬ 
sultation  with  the  Joint  Committee  on  De¬ 
fense  Production,  to  make  a  special  study  of 
the  nickel  situation.  This  study  will  in¬ 
clude,  among  other  factors,  allocation  and 
distribution  of  nickel,  the  various  uses  of 
nickel,  and  resale  of  nickel  as  scrap.  An  in¬ 
terim  report  of  the  results  of  the  study  is  to 
be  made  by  August  15,  1956,  and  a  final  re¬ 
port  is  to  be  made  by  December  31,  1956. 
This  report  is  to  be  made  to  the  Senate  and 
the  House  and  is  to  include  such  recom¬ 
mendations  as  the  Secretary  of  Commerce 
deems  advisable.  The  final  report  will  be 
made  just  before  the  next  Congress  con¬ 
venes.  This  will  enable  the  Congress  to  take 
such  action  as  it  may  deem  advisable  with 
respect  to  the  nickel  situation.  It  should 
be  emphasized  that  the  existing  provisions 
of  the  Defense  Production  Act  give  the  Presi¬ 
dent  ample  authority  to  impose  allocation 
controls  on  either  a  general  or  selective  basis 
where  appropriate  to  alleviate  this  problem. 

PAYMENT  OP  EXPENSES  OF  JOINT  COMMITTEE 

Amendment  No.  6:  Section  712  (e)  of 
the  Defense  Production  Act  provides  that 
the  expenses  of  the  Joint  Committee  on  De¬ 
fense  Production  shall  be  paid  half  from 
the  contingent  fund  of  the  Senate  and  half 
from  the  contingent  fimd  of  the  House  of 
Representatives.  Under  this  provision  the 
House  disbursing  officer  makes  all  the  pay¬ 
ments  for  committee  expienses  and  every  6 
months  is  reimbursed  by  the  Senate  dis¬ 
bursing  officer  for  half  the  payments  to  date. 
In  order  to  eliminate  this  unnecessary  book¬ 
keeping  and  to  be  consistent  with  the  gen¬ 
eral  practice  followed  with  respect  tq  Joint 
committees  the  conferees  adopted  the  Sen¬ 
ate  amendment  providing  for  payment  of  all 
the  expenses  of  this  committee  from  the 
House  contingent  fund. 

Brent  Spence, 

Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jesse  P.  Wolcott, 

by  Henry  O.  Talle, 

Ralph  A.  Gamble, 

Henry  O.  Talle, 

Managers  on  the  Part  of  the  House. 


(XlMMITTEE  ON  INTERSTATE  AND 
FOREIGN  COMMERCE 

Mr.  PLYNT.  Mr.  Speaker,  I  ask  unan¬ 
imous  consent  that  the  Committee  on  In¬ 
terstate  and  Foreign  Commerce  may 
have  until  midnight  tonight  to  file  a  re¬ 
port  on  H.  R.  10624. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Georgia? 

There  was  no  objection. 


UNCLE  SAM  SELLS  SONS  OBSCEN¬ 
ITY— JAPAN,  KOREA  PX  RACKS 
OFFERING  FILTH  TO  GI’s 
The  SPEAKER.  Under  previous  order 
of  the  House,  the  gentleman  from  Ohio 
[Mr.  Feighan]  is  recognized  for  10  min¬ 
utes. 

(Mr.  FEIGHAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 


Mr.  FEIGHAN.  Mr.  Speaker,  som^ 
shocking  reports  have  bene  received  fix 
Japan  and  Korea  concerning  the  ped¬ 
dling  of  pornographic  magazin^  to 
American  servicemen  stationed  iijAhose 
countries.  It  is  all  the  more  afiocking 
to  learn  that  these  pornograpjmc  maga¬ 
zines  are  being  sold  at  Post^xchanges 
operated  by  the  United  Sjrates  Armed 
Forces  in  those  countrieSj, 

The  chaplains  of  thywarious  faiths 
have  been  fighting  aygreat  battle  to 
maintain  moral  sta^ards  among  the 
personnel  of  our  Armred  Forces  stationed 
overseas.  They  know  well  of  the  many 
dangers  and  temptations  that  beset  our 
Armed  Service  personnel  stationed  over¬ 
seas  and  what^  will  mean  to  our  Nation 
if  me  fail  to  kiaintain  the  highest  moral 
standards  ^ong  the  cream  of  our  youth 
who  are  pending  the  cause  of  freedom 
in  manyyarts  of  the  world. 

But  ^ese  chaplains  see  much  of  the 
result^ of  their  good  work  undone  by  the 
magazine  racks  of  the  American  post  ex- 
clnmges  which  peddle  literature  calcu¬ 
lated  to  incite  those  who  read  it  to  vio¬ 
late  the  principles  of  decency  without 
'which  our  Armed  Forces  will  become 
little  more  than  pagan  occupiers. 

This  a  matter  of  grave  concern  to  the 
parents  and  loved  ones  of  the  men  and 
women  in  our  Armed  Forces  stationed 
overseas.  Many  of  them  have  written 
to  me  expressing  not  only  their  shock  at 
the  state  of  affairs  permitted  by  the  De¬ 
partment  of  Defense,  which  has  jm'isdic- 
tion  over  post  exchanges,  but  also  a  state 
of  grave  worry  that  all  the  years  of  train¬ 
ing  their  children  to  be  good  Americans, 
guided  by  those  moral  principles  to  which 
all  the  religions  of  the  world  adhere, 
might  be  turned  into  a  complete  loss. 
All  clear  thinking  people  are  compelled  to 
demand  action  against  the  peddling  of 
pornographic  magazines  to  American 
Armed  Service  personnel  station  in 
Japan  and  Korea  an  delsewhere  in  the 
world. 

The  responsible  ofScials  in  the  Depart¬ 
ment  of  Defense  should  constantly  be  on 
the  alert  to  prevent  the  desruction  of  the 
morals  of  our  Ai-med  Forces  and  the  loss 
)f  prestige  we,  as  Americans,  suffer  in 
reign  lands  by  allowing  the  -  sale  or 
otherwise  distribution  of  indecent  por¬ 
nographic  magazines  or  other  forms  of 
indecimt  literature. 

I  haVe  taken  up  this  matter  with  the 
Depart^nt  of  Defense  and  have  con¬ 
ferred  wUh  Brig.  Gen.  Clarence  J. 
Hauck,  Jr\  I  have  been  assured  that 
the  Departn^nt  is  making  an  investiga¬ 
tion  of  this  iT^tter  and  wherever  por- 
nogi'aphic  liten^m’e  is  sold  or  distrib¬ 
uted  to  our  PX’s,\t  will  be  stopped  imme¬ 
diately.  General  Itouck  assured  me  that 
the  sale  of  such  pornographic  literature 
is  against  the  policyNjf  the  Department 
of  Defe.nse. 

Mr.  Speaker,  a  very  sigmificant  feature 
article  appeared  in  the^Catholic  Uni¬ 
verse  Bulletin  of  Clevelanfk  on  June  15, 
1956,  which  merits  the  carenfi  attention 
of  every  Member  of  Congress\  I  include 
the  article  in  the  Record: 

Uncle  Sam  Sells  Sons  ObscenityVJapan, 
Korea  PX  Racks  Offering  Filth  t^GIs 
(By  Father  Patrick  O'CJonnor) 

Post  exchanges  (retail  stores  operated^y 
United  States  Armed  Forces)  are  peddlir 


No.  106- 


12 


$ 


9974 


CONGRESSIONAL  RECORD  —  HOUSE 


June  26 


^srnographlc  magazines  to  American  serv- 
ic^en  in  Japan  and  Korea. 

cm  the  magazine  racks  of  the  offending 
post  ^changes,  bawdy  pictures  and  sugges¬ 
tive  ti&s  leer  up  at  the  soldier  or  airman 
customeK 

He  maNhave  Just  attended  a  character 
guidance  l^ure  given  by  his  chaplain.  Now 
he  finds  a  G^ernment  agency  trying  to  sell 
him  literaturNthat  incites  him  to  violate 
the  principles  oK^ecency  that  the  chaplain 
upholds.  \ 

Here  are  the  titles  of  some  feature  ar¬ 
ticles  heralded  on  Nmagazine  covers  dis¬ 
played  recently  in  soi^e  post  exchanges  in 
Japan  and  Korea;  \ 

‘•mven  by  Wild  Desire^”  “My  Evil  Love.” 
“Wife  Without  Honor — TheSStark  Confession 
of  a  Woman  Who  Was  BrutSJly  Assaulted,” 
“Wicked  Lover,  Innocent  Glrl\  “They  Take 
the  Wraps  Off  Sex  Deviation,” 'What’s  Be¬ 
hind  the  Shocking  Rise  in 
Crimes?”  “The  Shocking  Murder  ol^the  Dis¬ 
membered  Blonde,”  “Billion  Dollar  business 
in  Sex  Appeal.” 

There  was  one  article  with  a  title>ytoo 
grossly  pornographic  to  quote  in  any  dectot 
newspaper.  •  \ 

Alongside  the  publications  with  the  sug¬ 
gestively-titled  articles  you  sometimes  see 
photography  magazines  that  are  only  thinly 
veiled  essays  in  pictorial  pornography. 

Of  course,  the  post  exchanges  also  sell 
reputable  magazines.  Along  with  lurid 
pocket  books,  they  offer  a  good  selection  of 
worthwhile  reprints.  Why  they  haul  tons  of 
printed  filth  across  the  Pacific  to  display  be¬ 
side  clean  wares  is  hard  to  understand. 

Those  in  charge  of  post  exchanges  cannot 
plead  that  they  have  to  meet  competition. 
They  have  a  monopoly.  They  are,  or  should 
be,  under  no  compulsion  even  to  make 
profits. 

If  they  plead,  the  excuse  of  customer  de¬ 
mand,  they  can  be  challenged  to  prove  a 
demand  by  any  large  segment  of  their  cus¬ 
tomers. 

In  any  event,  customer  demand  does  not 
Justify  selling  anything.  If  it  did,  one  might 
find  the  post  exchanges  selling  narcotics  or 
unlimited  gallons  of  liquor. 

The  morbid,  erotic  publications,  sold  pub¬ 
licly  by  an  agency  of  the  United  States  Gov¬ 
ernment,  lower  American  prestige  abroad 
While  doing  moral  harm  to  individuals. 

They  can  be  bought  only  by  American 
military  personnel,  their  dependants  and 
civilians  working  for  the  United  States  Gov¬ 
ernment.  But  Japanese  and  Korean  youths 
and  girls,  sales  clerks  in  the  pwDst  exchange, 
must  handle  and  sell  these  magazines.  Ja¬ 
panese  and  Koreans  domestics  see  them  lying 
around  in  billets. 

Most  of  the  copies  sold  find  their  way  ulti¬ 
mately  into  Japanese  and  Korean  hands. 
Many  of  these  Orientals,  constantly  scruD^ 
nizlng  Americans,  read  English.  The  pur^rt 
of  the  illustrations  in  the  magazlnes/can 
escape  nobody. 

Like  the  immodest  pinups  perm^ed  by 
some  commanders  in  offices  arid  clubs 
smutty  magazines  sold  in  the  posyexchanges 
seem  to  have  official  approval/^  They  are 
therefore  all  the  more  damaging  to  prestige. 


The  SPEAKER.  Unclfer  previous  or¬ 
der  of  the  House,  the  ^ntlewoman  from 
Massachusetts  [Mrs/RocERs]  is  recog¬ 
nized  for  5  minutes/ 

(Mrs.  ROGERS  of  Massachusetts 
asked  and  was  jgiven  permission  to  re¬ 
vise  and  exten^ner  remarks  and  to  in¬ 
clude  statist]^  and  extraneous  matter.) 

[Mrs.  ROGERS  of  Massachusetts  ad¬ 
dressed  pne  House.  Her  remarks  will 
appear  Jirereafter  in  the  Appendix.] 


SPECIAL  ORDERS  GRANTED 
By  unanimous  consent,  permission  to 
address  the  House,  following  the  legisla¬ 
tive  program  and  any  special  orders 
heretofore  entered,  was  granted  to  Mr. 
Feighan,  for  10  minutes  today  and  to 
revise  and  extend  his  remarks. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission  to 
extend  remarks  in  the  Appendix  of  the 
Record,  or  to  revise  and  extend  remarks, 
was  granted  to : 

Mr.  Celler  in  three  instances  and  to 
include  extraneous  matter. 

Mr.  Lankford. 

Mr.  Huddleston  and  to  include  an  edi¬ 
torial. 

Mr.  Zablocki  in  two  instances  and  to 
include  extraneous  matter. 

Mr.  Morano  and  to  include  an  editorial 
appearing  in  the  Bridgeport  Post. 

Mr.  Scott  in  two  instances  and  to  in¬ 
clude  extraneous  matter. 

Mr.  Dague  and  to  include  an  editorial. 
Mr.  Bentley  in  two  insttances  and  to 
irJt(Jude  newspaper  articles. 

■  Frelinghuysen  and  to  include  ex-; 
tranet^s  matter. 

Mr.^cKsoN  and  to  include  a  speecl 

Mr.  HlsiSMER  in  three  instances  aura  to 
include  ex^•aneous  matter. 

Mr.  Whar^n  in  three  instancQif  and  to 
include  edito^als. 

Mr.  JenkinsNji  three  instau(fces  and  to 
include  extraneous  matter. 

Mr.  McCoRMACK^nd  to^clude  an  ad¬ 
dress  by  Gen.  Carlo^^Ronmlo. 

Mr.  Multer  in  thre^nstances  and  to 
include  extraneous  ma^r. 

Mr.  Klein  in  four^st^ices  and  to  in¬ 
clude  extraneous  jmatter.' 

Mr.  Dawson  oLCtah  (at  £^e  request  of 
Mr.  Martin)  apra  to  include\xtraneous 
matter. 

Mr.  HiLLpfos  (at  the  requesC\of  Mr. 
Martin)  smd  to  include  extr^eous 
matter. 

Mr.  Wlde  (at  the  request  of  Mr. 
tin)  ^d  to  include  extraneous  matter. 

Lanham  and  to  include  extraneous'' 
master. 

[r.  Roosevelt  and  to  include  the  text 
a  bill. 

Mr.  McIntire  and  to  include  extrane¬ 
ous  matter. 


ENROLLED  BILLS  SIGNED 

Mr.  BURLESON,  from  the  Committee 
on  House  Administration,  reported  that 
that  committee  had  examined  and  found 
truly  enrolled  bills  of  the  House  of  the 
following  titles,  which  were  thereupon 
signed  by  the  Speaker: 

H.  R.  3693.  An  act  to  amend  title  IX  of  the 
District  of  Columbia  Revenue  Act  of  1937,  as 
amended; 

H.  R.  6782.  An  act  to  amend  section  7  of 
“An  act  making  appropriations  to  provide  for 
the  government  of  the  District  of  Columbia 
for  the  fiscal  year  ending  June  30,  1903,  and 
for  other  purposes,”  July  1,  1902,  as  amended; 

H.  R.  7227.  An  act  to  amend  the  Federal 
Property  and  Administrative  Services  Act  of 
1949,  as  amended,  to  authorize  the  disposal 
of  surplus  property  for  civil  defense  purposes, 
and  for  other  purposes; 


H.  R.  8634.  An  act  to  authorize  the  convey¬ 
ance  of  a  certain  tract  of  land  in  Nortt 
Carolina  to  the  city  of  Charlotte,  N.  C.;  ar 
H.  R.  10660.  An  act  to  amend  and  supnfe- 
ment  the  Federal-Aid  Road  Act  appn^ed 
July  11,  1916,  to  authorize  appropriations  for 
continuing  the  construction  of  highways;  to 
amend  the  Internal  Revenue  Code  cn  1954  to 
provide  additional  revenue  from  tUe  taxes  on 
motor  fuel,  tires,  and  trucks  an^buses;  and 
for  other  purposes. 


SENATE  ENROLLED^LLS  SIGNED 

The  SPEAKER  anurounced  his  signa¬ 
ture  to  enrolled  biUs  of  the  Senate  of 
the  following  titles 

S.  3295.  An  act  ^  amend  the  act  of  April 
28.  1953,  relatin^^o  daylight-saving  time  in 
the  District  of  ODlumbia;  and 

S.  3663.  An  ^fct  to  exempt  from  taxation 
certain  propwty  of  the  Columbia  Historical 
Society  in  Uae  District  of  Columbia. 


:vS  PRESENTED  TO  THE 
PRESIDENT 

[r.  BURLESON,  from  the  Committee 
House  Administration,  reported  that 
that  committee  did  on  this  day  present 
to  the  President,  for  his  approval,  bills  of 
the  House  of  the  following  titles: 

H.  R.  101.  An  act  relating  to  the  adminis¬ 
tration  by  the  Secretary  of  the  Interior  of 
section  9,  subsections  (d)  and  (e),  of  the 
Reclamation  Project  Act  of  1939: 

H.  R.  3693.  An  act  to  amend  title  IX  of  the 
District  of  Columbia  Revenue  Act  of  1937,  as 
amended; 

H.  R.  5590.  An  act'  to  amend  the  act  en¬ 
titled  “An  act  to  recognize  the  high  public 
service  rendered  by  MaJ.  Walter  Reed  and 
those  associated  with  him  in  the  discovery 
of  the  cause  and  means  of  transmission  of 
yellow  fever,”  approved  February  28,  1929,  by 
including  therein  the  name  of  Gustaf  E. 
Lambert; 

H.  R.  5790.  An  act  relating  to  the  applica¬ 
tion  in  the  Territory  of  Hawaii  of  the  Federal 
Aid  in  Wildlife  Restoration  Act  and  the  Fed¬ 
eral  Aid  in  Fish  Restoration  Act; 

H.  R.  7227.  An  act  to  amend  the  Federal 
Property  and  Administrative  Services  Act  of 
1949,  as  amended,  to  authorize  the  disposal 
of  surplus  property  for  civil-defense  pur¬ 
poses,  and  for  other  purposes; 

H.  R.  8493.  An  act  to  exempt  from  taxation 
jrtain  property  of  the  General  Federation  of 
len’s  Clubs,  Inc.,  in  the  District  of  Co- 
luriibia; 

H.  ^8634.  An  act  to  authorize  the  convey¬ 
ance  ona  certain  tract  of  land  in  North  Caro¬ 
lina  to  t^  city  of  Charlotte,  N.  C.; 

H.  R.  95OT,  An  act  to  provide  for  the  de¬ 
layed  reportiijg  of  births  within  the  District 
of  Columbia; 

H.  R.  9671.  AiN^ct  to  provide  for  the  con¬ 
veyance  of  certEiVn  property  of  the  United 
States  to  the  villagkof  Carey,  Ohio; 

H.  R.  10374.  An  acNip  amend  the  act  to  in¬ 
corporate  the  Oak  HilD^emetery,  in  the  Dis¬ 
trict  of  Columbia; 

H.  R.  10768.  An  act  to  ^Mend  section  5  of 
the  act  of  August  7,  1946,  eiNtled  “An  act  for 
the  retirement  of  public-scl\ol  teachers  in 
the  District  of  Columbia,”  as  amended;  and 

H.R.  11473.  An  act  making  apKopriations 
for  the  Legislative  Branch  for  the^fecal  year 
ending  June  30,  1957,  and  for  other  p^p’poses. 

ADJOURNMENT 

Mr.  ALBERT.  Mr.  Speaker,  I  mo\ 
that  the  House  do  now  adjourn. 
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17.  EXPORT  GCWTROLS.  Agreed  to  the  conference  report  on  H,  R,  90^2,  to  extenc^the 
Export  Octroi  Act  of  19U9  for  2  vears.  p,  1C031 


18 •  DEFENSE  PRODUCTION.  Agreed  to  the  conference  report  on  Ho  R*  9852,  to  extend 
the  Defense  Production  Act  of  1950,  p,  1C031 


19«  MII'JING  CLAIMS,  ^^ssed  as  reported  S,  3773,  to  provide  for  an  exte^ion  of  time 
during  which  anmial  assessment  work  on  unoatented  mining  claims  my  be  made, 

p,  10032  '  ^  ^  ' 


20,  LEGISLATIVE  PROGRAM, \^Sen,  Johnson  announced  that  the  following  bills  viill  be 
considered  during  the\next  week:  S,  3820,  increasing  CCC  byrroviing  authority; 
S,  3903,  to  increase  Do  U80  authorizations;  H.  R,  102^$/  the  farm  credit 
bill;  S,  37U3,  to  transfer  forest  lands  to  Lassen  Volcan^  National  Park;  and 
S,  1333,  the  Hells  Canyoi^Dam  project,  p,  10033' 


[TEMS  IN  APPEI®IX 


^ -j  ELECTRIFICATION,  Rep,  Hosmer  inserted  a  report,  "P^itics  In  Hells  Cariycn  And 

^  •  ithat  Tt  Mav  Coat.  ATnPY’T  r*an  Tavn^rov'e;  H  nnri  c+o  +  or?  Thai-.  It+Vio  r>o'nnv+‘. 


^  Vliat  It  May  Cost  American  Taxp^ers,"  and  stated  /hat  "the  report  discusses 
not  only  the  politics  currently 'Embroiled  in  th^ issue,  but  accurately  shovis 


what  the  cost  of  the  project  woul^  be  to  taxpayers  of  each  of  the  States," 

p.  a5o53 

Rep*  Miller,  N,  Y.,,  inserted  afkeditor^l  and  a  newspaper  article  giving 

an  analysis  of  the  Niagara  power  dev^opmeOL  question,  p,  a5c67 

\ 


22,  FOPEIGN  AID,  Rep,  Fernande*  inserted  /vmWssador  of  India  Mehta's  address, 
"Place  of  Technical  Cooperation  in  EconoMc  Developm.ent ,"  p.  A5c63 


23,  MATER  RESOURCES,  Rep,  Hosmer  insert^  a  ma^zine  article  describing  how 

California  ",,,is  handling  their  l^al  (wate^  problems  at  the  local  level, 
instead  of  running  to  ^'ashington  for  aid*.,"  p,  a5c65 


2^,  POULTRY  INSPECTION,  Extension  ^  remarks  of  RepXpodd  urging  compulsory 

inspection,  stating  that  preset  laws  governing  t\e  sale  of  poultr^^  in  inter- 
J)  state  corrmerce  are  completely  inadequate,  and  thatNthe  problem  is  of  direct 
concern  to  poultry  farm.ers ,/workers,  and  consum.ers, \ p,  a5078 


25,  FOREIGN  TRADE,  Rep,  Simp^n  inserted  an  analysis  of  tl^  constitutionality  of 
OTC.  p,  a5087  /  \ 


/ 


26,  FOOD  AND  DRUG,  Sen,  Ijiill  inserted  Dr,  Dwight  Murray's  rec^t  address  before 

a  m.eeting  corrmemora^.ng  the  50th  anniversary  of  food,  drug7\and  meat  inspection 
laws,  "The  MIA  and/FDA:  A  Story  of  Cooperation."  p,  a5092 


27,  FARM  PRCGR/iM,  R^,  Holtzman  inserted  a  Democratic  Digest  article  and  stated 

that  "it  centals  an  excellent  and  scholarly  summation  of  the  fui^damental  dif¬ 
ferences  vjhich:  exist  between  the  lemocratic  and  Republican  PartieV',  including 
programs  on  /aocation,  social  security,  small  business,  and  variousN^arm  pro¬ 
grams,  p,  A5096 


BILLS  INTRODUCED 


?8*  LIVESTQQC  AND  MEATS,  S„  i;135,  by  Sen.  Mundt  (for  himself.  Sen.  Schceppel)s^d^ 
Sen, /Eastland) ,  a  :bill  amending  the  Packers  and  Stoclo/ards  Act,  1921,  to  p^’mit 
deductions  for  a  self-help  beef  prom.otion  'rogram;  to  Agriculture  and  Forest'^' 
Committee, 


29. 


ip.SOI'tREL.  H.  R*  12000^  by  Rep,  Rees,  a  bill  relating  to  the  transfer  of  Fedej 
^ployees  from  the  classified  civil  service  to  another  personnel  merit  syc 


^ost  Office  and  Civil  Service  Committee, 

yH,  R,  12001,  by  Rep.  Rees,  a  bill  relating  to  the  simplification  of 
Gener^  Schedule  of  the  Classification  Act  of  19^9,  as  amended;  to  Post /Office 
and  Ciwl  Service  Committee 

1200^,  by  Rep,  Thompson,  to  provide  for  Government  contri’5><Iition 
toward  pe^onal  health  service  benefits  for  civilian  officers  and 
in  the  Federal  service,  to  authorize  payroll  deductions  for  partioipants;  to 


Post  Office  Xnd  Civil  Service  Committee,  Remarks  of  author,  p,  ^089 


30,  F/'Jli'I  LOANS,  11991,  by  Rep,  Fascell,  to  amend  section  of  the  Seivice- 

roen’s  Readjustme^  Act  of  19hh  to  provide  an  additional  peri^  for  h'orld  VFar 
II  veterans  to  ob^in  guaranteed  loans;  to  Veterans’  Affai/s  Committee,  Remarks 
of  author,  p,  a5o62 


31,  RFF’ORTS;  BUDGET,  H,  RX12003,  by  Rep,  Rees,  to  provid^for  comprehensive  reports 
by  the  Bureau  of  the  BiWet  mth  respect  to  all  brar^es  of  the  Government  and 
the  executive  agencies  thereof;  to  Government  Opera^ons  Committee, 


r 


32,  BUDGET;  ACCOUNTING,  H,  R,  1^0)-!.,  by  Rep,  Rees,  improve  governmental  budget¬ 
ing  and  accounting  methods  an^  procedures;  to  ^vernment  Operations  Committee, 


BILLS  APPXOVED  BY  TflE/PRESIDENT 


,  R,  10lil7,  to  provide  sta;fcutory  ai’thorit''’’  for  the  promulgation,  J 
•lication  of  certain  oMiotal  documents,  now  required  by  law  to  be  ' 


INFORMATION,  H. 
filing,  or  publicati 

filed  and  published  in  the  Federal  Raster,  in  the  event  of  a  determination 
by  the  President  that  an  attack  or  ^rhatened  attack  on  the  continental  U,  S,, 
by  air  or  otherwise,  •'■ould  make  ccm^pliance  impracticable  or  would  fail  to  give 
the  public  appropriate  notice  of  iUie  con'^nts  of  such  documents.  Approved 
June  25,  195o  (Public  Law  619,  8uth  Congre^), 
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3U,  APPROPRIATIONS,  Supplement^  appropriation  bill^\l957»  House  Appropriations 
Comi'dttee,  ^ 


-0- 


litteemen,  S, 


COMffTTEE  KEAiaNG  ANNOU^EMENTS ; 

June  28s  Humane  animad  slaughter  methods,  S,  Agric\ilture 

Administra^on  of  farm  programs  by  elected  farmer  Co 
Agricu^ure ,  ( exe c )  • 

Invest!^ ti on  of  meat  packing  industry,  S,  Judiciary, 

Area  redevelopment  bill,  S.  Labor  and  Public  ^'elfare  ( 

Rate^  charged  public  bodies  for  power  generated  at  Federa 
fterior, 

G<eif ormance  with  State  fish  and  game  laws  on  Government  1 
Marine  and  Fisheries, 

'Retirement  bill,  H.  Post  Office  and  Civil  Service,  » 

Great  Plains  conservation  program,  H,  A.gricul  ure  (Peterson  to  t^tif'/’). 


■nd 


projects,  H, 

H,  Merchant 


June 


Making  forest  receipts  available  for  State  and  local  purposes  in  aJl^ition 
to  schools  and  roads,  H.  Agriculture  (Crafts,  FS,  to  testify). 

Watershed  Act  amendments,  S,  Public  '^orks  (Peterson  to  testify), 

Capehart  research  bill,  S,  Agriculture  (Peterson  to  testify), 

cOo 


1956 


CONGRESSIONAL  RECORD  —  SENATE 


100, 


Appropriation  titia 

Title  III-\J^ational  Labor  Relations  Board 

Salaries  and  expenses. 

Title  IV-Vational  Mediation  Board 

Salaries  and  expenses - 
Arbitration  and  emergency  boardsV 

National  Railroad  Adjustment  Boaljd,  salaries  and  expenses. 

Total,  National  Mediation  Boarl 

Title  V— Railroad 'Retirement  Board 

Salaries  and  expenses  (trust  fund  limitation 
Military  service  credits. 

Title  VI— Federal  Mediation  I^id  Conciliation  Service 

Salaries  and  expenses. 

Boards  of  inquiry _ 

Total,  Federal  Mediation  and  Conciliation  SeiRce., 

Title  VII — Interstate  Commission  on  the  PotRiac  River  Basin 
Federal  contribution... 

Title  VIII— Soldiers’  Home 

Maintenance  and  operation _ _ _ _ _ 

Grand  total,  all  titles  gf  bill _ _ 


Appropriations, 

1956 

Estimates, 

1957 

House  allowance 

Senate  allowance 

Conrfence 

ag^ment 

$8, 800, 000 

*10,  21.5,000 

.*8,9.51,500 

*9, 101,  500  

f  *8, 9.51,. 500 

460,000 
225, 0(K) 
502,000 

470,000 
2,50, 000 
525,000 

435, 000 
250, 000 
602,000 

46(^00 
miKK) 
>02,  (XX) 

460, 000 
250,  (XX) 
502, 000 

1, 187,  000 

1,245,000 

1,187,000 

A,  212, 000 

1,212,  (XX) 

(6, 988, 000] 

[7,  308, 000] 
1,711,000 

[6, 493,000] 

/  (7, 000, 000] 

(7,000,  000] 

3,  284, 000 
10,000 

3, 390,  000 
10,000 

3,295(^00 

000 

3, 390,  000 
10,000 

3,  295,  00(1 
10,  (XX) 

3.  294,  000 

3.  400,  000 

^305,  (XX) 

3,  400, 000 

3,  305.  0(X) 

5,000 

6,000 

/  ,5,000 

.5,000 

.5,000 

[4,  ,537, 000] 

(5,  iyTm] 

[6,  564, 000] 

[6,  .564,  000] 

[6,  ,561,0001 

2,532, 101,200 

2,  363,^5,  400 

2,  2%,  981,  781 

2, 372,  023,  281 

2,  366,  380,  781 

EXTENSION  OF  EXPORT  CONTROL 

ACT  OP  1949— CONFERENCE  RE¬ 
PORT 

Mr.  FULBRIGHT.  Mr.  President,  I 
submit  a  report  of  the  committee  of 
conference  on  the  disagreeing  votes  of 
the  two  Houses  on  the  amendments  of 
the  Senate  to  the  bill  (H.  R.  9052)  to 
amend  the  Export  Control  Act  of  1949 
to  continue  for  an  additional  period  of 
2  years  the  authority  provided  there¬ 
under  for  the  regulation  of  exports.  I 
ask  unanimous  consent  for  the  present 
consideration  of  the  report. 

The  PRESIDING  OFFICER.  The  re¬ 
port  will  be  read  for  the  information  of 
the  Senate. 

The  legislative  clerk  read  the  report. 

(For  conference  report,  see  House  pro¬ 
ceedings  of  June  26,  1957,  p.  9972,  Con¬ 
gressional  Record.) 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  report? 

There  being  no  objection,  the  Sen^ 
proceeded  to  consider  the  report. 

Mr.  FULBRIGHT.  Mr.  President^ the 
conferees  on  the  Export  Conti^  Act 
extension  have  agreed  to  a  Revision 
concerning  the  required  surv^  of  iron 
and  steel  scrap,  which,  I  tljmk,  meets 
the  objectives  of  both  Hou& 

The  House  bill  requiredjAie  Secretary 
of  Commerce  to  make  ^s  survey,  and 
required  that  he  use  on^  full-time  em¬ 
ployees  of  the  Department.  The  Senate 
amended  this  to  durect  the  Bureau  of 
Mines  to  make  they^rvey,  but  placed  no 
restriction  on  the/use  of  outside  research 
organizations, 

Both  of  thea^  provisions  were  designed 
to  insure  an  impartial  and  objective  sur¬ 
vey.  The  ^provisions  were  considered 
necessar^^cause  it  was  felt,  first,  that 
the  “wimout  compensation”  employees 
from  tl^ steel  companies  in  the  Business 
and  Joefense  Services  Administration 
couyrnot  properly  be  charged  with  re¬ 
sponsibility  for  a  survey  of  such  direct 


interest  t\  their  private  employes;  and 
second,  thR;  there  was  a  da^er  that 
some  privme  research  c^anization 
might  be  seized  to  assist  m  the  survey 
which,  by  reason  of  worl^one  for  one 
of  the  parties  t^he  con^versy  or  posi¬ 
tions  already  takm  on  Die  subject,  might 
not  be  in  a  positioAto^ake  an  impartial 
and  objective  surve^o  serve  as  a  basis 
for  decisions  by  ttf^Congress  and  the 
Secretary  of  Conunerc 

The  conferenoe  bill  ^ces  the  survey 
in  the  hands  of  the  Sectary  of  Com¬ 
merce,  and  ij/permits  theVse  of  private 
research  oji^anizations.  iR  prohibits 
without  MHnpensation  employees  from 
particip^ng  in  the  survey  in\any  man¬ 
ner.  yf  was  the  understandi^  of  the 
SenaD;  conferees,  and  was  em^asized 
in  statement  of  managers  ^  the 
pairt  of  the  House,  that  this  prohiDition 
igiGntended  to  be  applied  broadly.  Tl^se 
idustry-paid  employees  are  not  per¬ 
mitted  to  participate  in  the  preparatior 
formulation,  or  scope  of  the  survey,  ir 
the  selection  of  any  private  research  or¬ 
ganization  to  assist,  or  in  the  formula¬ 
tion  of  the  conclusions  and  recommenda¬ 
tions  drawn  from  the  survey.  The  se¬ 
lection  of  a  private  research  organiza¬ 
tion  was  left  to  the  Secretary  of  Com¬ 
merce — subject  to  the  prohibition  on  the 
participation  of  without  compensation 
employees  in  the  decision — in  the  belief 
that  it  was  appropriate  to  rely  on  his 
judgment  for  selection  of  an  organiza¬ 
tion  or  organizations  which  would  be  . 
impartial  and  unbiased.  The  Statement 
of  the  Managers  on  the  Part  of  the  House 
emphasizes  this  responsibility  of  the 
Secretary ; 

It  Is  of  the  utmost  importance  that  the 
survey  be  completely  fair  and  objective.  Ac¬ 
cordingly,  the  Secretary  of  Commerce  must 
exercise  the  greatest  caution  to  insure  that 
any  research  organization  selected  to  assist 
in  the  survey  shall  be  completely  impartial 
and  unprejudiced. 

The  interim  report  of  the  Secretary  of 
Commerce,  and  the  final  report,  will  be 


reviewed  to  determine  whether  he  has 
carried  out  this  responsibility  to  the  full 
satisfaction  of  all  interested  parties.  We 
cannot  emphasize  too  strongly  that  this 
survey  will  be  worse  than  a  waste  of 
money  if  its  results  and  conclusions  are 
not  completely  above  reproach. 

In  my  judgment,  the  conference  bill 
will  fully  protect  the  public  interest. 

In  view  of  expiration  of  the  Export 
Control  Act  of  1949  on  June  30,  1956,  I 
urge  that  the  Senate  approve  the  con¬ 
ference  report  promptly. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  confer¬ 
ence  report. 

The  report  was  agreed  to. 

EXTENSION  OF  DEFENSE  PRODUC¬ 
TION  ACT  OP  1950— CONFERENCE 

REPORT 

Mr.  FULBRIGHT.  Mr.  President,  I 
submit  a  report  of  the  committee  of  con¬ 
ference  on  the  disagreeing  votes  of  the 
two  Houses  on  the  amendments  of  the 
Senate  to  the  bill  (H.  R.  9852)  to  extend 
the  Defense  Production  Act  of  1950,  as 
amended,  and  for  other  purposes.  I  ask 
unanimous  consent  for  the  present  con¬ 
sideration  of  the  report. 

The  PRESIDING  OFFICER.  The  re¬ 
port  will  be  read  for  the  information  of 
the  Senate. 

The  legislative  clerk  read  the  report. 

(For  conference  report,  see  House  pro¬ 
ceedings  of  June  26,  1956,  p.  9972,  Con¬ 
gressional  Record.) 

Mr.  FULBRIGHT.  Mr.  President,  the 
clerk  made  the  statement  that  the  con¬ 
ference  report  had  been  signed  by  all 
the  conferees.  I  believe  that  one  con¬ 
feree  on  the  part  of  the  Senate  did  not 
sign  the  conference  report. 

Mr.  ALLOTT.  I  ask  the  Senator 
which  one. 

Mr.  FULBRIGHT.  The  Senator  from 
Connecticut  [Mr.  Bush]  is  the  only  one 
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who  did  not  sign  the  conference  report. 

I  think  that  is  correct. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  report? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  report. 

Mr.  THYE.  Mr.  President - 

Mr.  ALLOTT.  Mr.  President - 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  let  me  inquire  whether  the  Senator 
from  Arkansas  has  informed  the  minor¬ 
ity  leader  of  the  taking  up  of  the  con¬ 
ference  report. 

Mr.  FULBRIGHT.  We  informed  the 
conferees  yesterday  that  we  would  take 
it  up  as  soon  as  possible,  because  the  act 
will  soon  expire.  However,  if  the  Sena¬ 
tor  from  Texas  does  not  wish  to  have 
the  conference  report  acted  on  at  this 
time,  that  will  be  perfectly  acceptable 
to  me. 

Mr.  JOHNSON  of  Texas.  I  suggest 
that  further  consideration  of  the  con¬ 
ference  report  be  postponed  until  the 
distinguished  minority  leader,  the  Sena¬ 
tor  from  California  [Mr.  Knowland] 
can  be  notified. 

Let  me  inquire  whether  all  the  con¬ 
ferees  have  signed  the  report. 

Mr.  FULBRIGHT.  All,  I  believe,  ex- 
■  cept  the  Senator  from  Connecticut  [Mr. 
Bush]. 

Mr.  JOHNSON  of  Texas.  Did  the 
Senator  from  Connecticut  indicate  that 
he  would  oppose  adoption  of  the  con¬ 
ference  report? 

Mr.  FULBRIGHT.  He  did  not  so  sug¬ 
gest  to  me.  However,  it  will  be  quite 
all  right  with  me  to  defer  the  further 
consideration  of  the  report. 

Mr.  JOHNSON  of  Texas.  I  under¬ 
stood  there  was  complete  agreement 
with  everyone  concerned.  However,  the 
minority  leader  did  not  inform  me  of 
that.  Therefore,  I  suggest  that  the  mi¬ 
nority  inform  the  Senator  from  Connect¬ 
icut  [Mr.  Bush]  and  the  Senator  from 
^^Califprnia  [Mr.  ^no^land],  anji^hajiijji, 
'  the  meahtime  we  proceedTo  the  consid-^ 
eration  of  other  matters. 

Mr.  THYE.  I  thank  the  Senator. 

Mr.  FULBRIGHT.  Let  me  say  that 
in  the  Senate  the  two  votes  on  the  meas¬ 
ure  were  overwhelming,  and  I  really  dd 
not  believe  that  the  Senator  from  Con-g 
necticut  intends  to  oppose  the  adoption* 
of  the  conference  report. 

Mr.  ALLOTT.  Probably  that  is  cor¬ 
rect,  Mr.  President:  but  we  shall  appre¬ 
ciate  it  if  further  consideration  of  the 
report  can  be  deferred  until  we  are  able 
to  clear  up  this  matter. 

Mr.  FULBRIGHT.  That  will  be  quite 
satisfactory. 

Mr.  FULBRIGHT  subsequently  said: 
Mr.  President,  let  me  say  that  I  now 
understand  that  the  conference  report 
has  been  cleared  with  the  leadership. 

Mr.  ALLOTT.  Mr.  President,  it  is  sat¬ 
isfactory  to  the  minority  to  have  action 
taken  on  the  conference  report  at  this 
time. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration 
of  the  conference  report? 

There  being  no  objection,  the  Senate 
resumed  the  consideration  of  the  report. 

Mr.  FULBRIGHT.  Mr.  President,  I 
ask  unanimous  consent  to  have  inserted 


in  the  Record,  as  a  part  of  my  remarks, 
a  statement  with  respect  to  the  confer¬ 
ence.  report  on  the  Defense  Production 
Act. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows; 

Statement  by  Senator  Fulbright 

DEFENSE  PRODUCTION  ACT,  H.  R.  9852 

The  conferees  on  the  Defense  Production 
Act  extension  had  five  problems  to  consider. 

Two  technical  amendments — the  change 
of  date  for  the  interim  report  on  the  nickel 
survey  to  August  15  and  the  payment  of  ex¬ 
penses  of  the  Joint  Committee  on  Defense 
Production  out  of  the  House  contingent 
fund — were  accepted  without  question. 

The  House  conferees  accepted  the  Senate 
amendment  eliminating  the  requirement 
that  members  of  the  executive  reserve  must 
file  in  the  Federal  Register  statements  of 
their  financial  interests.  This  result,  in  my 
judgment,  will  preserve  the  executive  reserve 
program. 

The  House  conferees  also  accepted  the 
Bennett  amendment  relating  to  dispersal, 
with  an  amendment  substituting  the  word 
“encourage”  for  the  word  “promote.”  The 
Senate  conferees,  supported  by  the  two  over¬ 
whelming  rollcall  votes  of  the  Senate  on  this 
amendment,  pressed  this  amendment  most 
vigorously.  It  is,  I  think,  no  overstatement 
to  say  that  this  amendment  was  the  sub¬ 
ject  of  considerable  discussion  in  the  con¬ 
ference. 

Also  in  disagreement  was  the  amendment 
proposed  in  committee  by  the  Senator  from 
Oregon  [Mr.  Morse]  relating  to  allocations 
in  the  civilian  market.  The  amendment 
was  directed  principally  to  the  nickel  sit¬ 
uation. 

The  present  system  constitutes  in  fact  an 
informal  voluntary  agreement  between  the 
Department  of  Commerce,  the  International 
Nickel  Co.,  and  the  few  other  minor  pro¬ 
ducers,  and  the  distributors  of  nickel  to 
platers  and  other  small  users.  It  is  clear 
that  International  Nickel  has  agreed  to  carry 
on  under  the  same  arrangement  which  the 
old  MPA  had  previously  used.  This  is  a 
very  curious  arrangement  in  which  the  Gov¬ 
ernment  through  the  Department  of  Com¬ 
merce  apparently  concurs  in  the  assign¬ 
ment  by  International  Nickel  Co.  of  a  quota 
to  each  of  its  customers.  On  the  one  hand, 
the  Government  appears  to  lend  its  author¬ 
ity  'and  approval  to  this  arrangement:  and, 
on  the  other,  it  assumes  little  or  no  respon¬ 
sibility  for  the  consequences.  It  is  my  be 
>llef,  and  it  was  the  will  of  the  committee 
in  the  adoption  of  the  Morse  amendment 
that  if  there  are  to  be  controls,  they  should 
be  formal  controls  so  that  consumers,  par¬ 
ticularly  small  ones,  would  know  the  rules 
and  have  an  orderly  method  of  presenting 
their  cases  to  their  governmental  representa-i 
tives. 

The  present  arrangement  is  not  free  com 
petitive  enterprise  nor  is  it  freedom  from 
Government  controls.  Every  nickel  user  in 
the  country  knows  that  he  is  subjected  to 
controls  by  the  International  Nickel  Co. 

If  such  controls  are  necessary,  they  should 
be  run  in  an  open,  public  way  by  Govern¬ 
ment  orders,  printed  in  the  Federal  Register, 
so  that  all  who  are  affected  can  know  what 
is  being  done,  with  a  formal  procedure  estab 
lished  for  protests  and  appeals  and  with 
lawful  penalties  for  violations. 

Our  committee’s  amendment  was  not 
mandatory  in  the  sense  that  it  required  Gov 
ernment  controls.  However,  it  did  require 
that  the  President  take  responsibility  for  a 
situation  which  is  created  by  Government 
action,  because  of  the  fact  that  the  Govern¬ 
ment  is  now  taking  approximately  40  percent 
of  nickel  production. 

I  regret  that  the  House  conferees  did  not 
accept  our  amendment.  However,  it  was 


agreed  by  the  conferees  that  the  present  sit¬ 
uation  is  inadequate  and  unsatisfactory.  I 
think  this  fact  is  clearly  indicated  in  the 
statement  of  the  managers  on  the  part  of 
the  House,  which  appears  at  page  9972  of  the 
Congressional  Record  of  June  26.  It  was 
also  made  apparent  by  the  fact  that  the  bill, 
as  agreed  upon  by  the  conferees,  and  in  fact 
as  passed  by  both  Houses,  includes  provision 
that  a  special  study  of  the  nickel  situation 
be  undertaken  by  the  Secretary  of  Commerce 
in  consultation  with  the  Joint  Committee  on 
Defense  Production. 

It  is  also  made  clear  and  it  was  agreed  by 
the  conferees  that  existing  provisions  of  the 
Defense  Production  Act  give  the  President 
ample  authority  to  impose  allocation  con¬ 
trols  on  either  a  general  or  selective  basis  to 
alleviate  this  problem. 

In  my  opinion  the  administration  now  has 
a  positive  duty  to  reexamine  the  present  ar¬ 
rangement  with  the  International  Nickel  Co. 
and  to  take  full  responsibility  for  the  system 
now  existing,  or  to  revise  it  in  a  manner 
which  will  be  more  equitable  and  straight¬ 
forward. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  conference 
report. 

The  report  was  agreed  to. 


EXTENSION  OF  TIME  FOR  ANNUAL 
1  ASSESSMENT  WORK  ON  CERTAIN 
JNPATENTED  MINING  CLAIMS 

fr.  JOHNSON  of  Texas.  Mr.  Presi- 
denV  I  ask  unanimous  consent  that  tl 
unfimshed  business  be  temporarily  la 
aside\and  that  the  Senate  proceed/to 
the  consideration  of  Calendar  No.  2/86, 
SenateYill  3773. 

The  \PRESIDING  OFFICER  /(Mr, 
Scott  iA  the  chair).  The  bill  Will  be 
read  by  t^ile,  for  the  informatioiyof  the 
Senate. 

The  CHife  Clerk.  A  bill  (S.yS773)  to 
provide  for  Vn  extension  of  the/ime  dur¬ 
ing  which  ^nual  assessmeiy  work  on 
unpatented  imning  claims  mji^  be  made, 
and  for  othermurposes. 

The  PRESIDING  OFFICER.  Is  there 
objectioh  to  th\  request  qc  the  Senator 
from  Texas? 

There  being  nA  objectfon,  the  Senate 
proceeded  to  consider  t^  bill,  which  had 
been  reported  from  tae  Committee  on 
Interior  and  Insumr/  Affairs  with  an 
amendment  on  pag^,  line  6,  after  the 
word  “claim”,  to  str^  out  “located  and 
filed  under  the  pmviBions”  and  insert 
“validated  under  ^sectlpn.  2”,  so  as  to 
make  the  bill  reac 

Be  it  enacted,  etc.,  That\the  time  during 
which  labor  must/be  performed,  or  improve¬ 
ments  made,  pu/suant  to  t^  provisions  of 
section  2324  of  /he  Revised  Statutes  of  the 
United  States  /sO  U.  S.  C.  2A,  on  any  un¬ 
patented  mini/g  claim  validate  under  sec¬ 
tion  2  of  theAct  of  August  11,\955  (Public 
Law  357,  84^  Cong.,  69  Stat.  6^).  for  the 
period  com|nencing  July  1,  195^  is  hereby 
extended  u/til  the  hour  of  12  o’clock  merid¬ 
ian  July  1/1957. 

Mr.  c/sE  of  South  Dakota.  Rit.  Pres¬ 
ident,  »tion  on  the  bill  is  urgentXin  or¬ 
der  th/t  it  may  become  law  by  theMst  of 
July,  An  order  to  correct  a  misuader- 
standfing  which  arose  as  a  result  of  a^le- 
gram  sent  by  the  Bureau  of  Land  lAn- 
ag^ent. 

rhe  bill  was  reported  unanimously  , 
tjie  Committee  on  Interior  and  In;sula 
tffairs.  The  bill  has  departmental  apJ^ 
proval,  and  it  is  very  urgent  that  the  bill 
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j  OF  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURI 

WICE  OP  BUDGM  AND VWANCE  p<,r  a,ti<ZTt  j“e  ll’,  1< 

Department  Staff  Only)  81*th.2nd,  Ifo^08 
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HIGHLIGHTS:  House  agreed  to  cortf erence  reports  on  S^ort  Control  Act  and  Defense 
Production  Act  extensions,  Read;^T\for  President,  yJiouse  received  conference  report 
on  Defense  Department  appropriation\Dill,  House/committee  reported  bills  to  authorize 
Cache  National  Forest  land  purchasesXand  gran"^ Congressional  consent  to  Middle 
Atlantic  forest  fire  protection  compaiX*  Hou^i^e  committee  reported  fisheries  bill* 
Senate  debated  mutual  security  bill,  Ser^tar  passed  military  construction  bill. 

Senate  committee  ordered  area  redevelopmeX^  bill  reported. 


HOUSE 


1,  EXPORT  CONTROL,  Agreed  to  vmie  conference  roporXpn  H,  R,  90^2,  to  extend  the 
Export  Control  Act  of  19jiV  for  2  years,  p,  1008i\  This  bill  is  noxf  ready  for 
the  President, 


2,  DEFENSE  PRODUCTION,  Agreed  to  the  conference  report  on  H,  R,  9852,  to  extend 
the  Defense  Production  Act  of  1950,  by  a  vote  of  200  to  197.  pp.  IOO8I,  10082 
IOO8I4*  This  bill  is  now  ready  for  the  President, 


3*  APPROPRIATION^'  Received  the  conference  report  on  H,  R,  1098^5^  the  Defense 
Department  a^ropriation  bill  for  1957  (H,  Rept,  2529).  p.  10^83 

U*  FORESTS,  yThe  Agriculture  Committee  reported  the  following  bills:\pp*  10113> 

lOim 

^  R*  8898,  with  amendment,  to  provide  an  additional  authorizat3^n  of 
appj^priations  for  the  purchase  by  the  USDA  of  lands  in  the  Cache  Natms^^ 
F^i^est,  Utah  (H,  Rept,  250i4)* 

S,  3032,  Tfjithout  amendment^  to  approve  the  Middle  Atlantic  Interstate 
'forest  Fire  Protection  Compact  (H,  Rept,  2517) 

Rep,  Saylor  was  excused  as  a  conferee  and  Rep,  Pillion  was  appointed  as 
a  conferee  on  H,  R,  6376,  to  provide  for  the  hospitalization  and  care  of  the 


mentally  ill  in  Alaska,  including  a  grant  of  not  to  exceed  1  million  acres  ofj^ 
public  lands  to  assist  in  carrying  out  the  program  (includes  lands  eliminal^ 
fro\ national  forests)  r  p.  10092  / 


9,  SCHOOL  toNSTRUCTIONB  Began  debate  on  H,  R,  7^35,  to  authorize  Federal  ^sistance 
to  the  ^ates  and  local  communities  in  financing  an  expanded  program  school 
construciAon  so  as  to  eliminate  the  national  shortage  of  classrooms*^  .*,10092 


RESEARCH;  ORGANIZATION#,  The  Armed  Services  Committee  reported  it  /amendment 
Ho  Ro  11575,  ^  provide  for  an  Assistant  Secretary  for  Research  d  Develop¬ 
ment  for  each  ^  the  three  military  departments  xd.thin  the  Defe;  Departr.ent 
(He  Repto  25c6)4\p^  lOllU 


PERSONNEL#*  The  Fordx^^gn  Affairs  Committee  reported  with  amen^ent  S*  2569,  to 
provide  the  State  Be^rtment  with  certain  basic  authority  Relating  to  printing 

U«  So,  transportation  and  travel /4lloT*:ances  for  Foreign 
Service  Officers,  and  obtain  household  administration  xn  connection  with  the 
activities  of  the  State  Apartment  (H,  Repto  25o8)*  lOllii. 

8e  INFORMATION;  FAIRS*  The  ForWgn  Affairs  Committee  i^orted  with  amendment  the 
following:  p,  lOllU  \  / 

S,  3116,  to  provide  for  the  promiotion  and  s^engthening  of  international 
relations  through  cultural  and  athletic  exchan^s  and  participation  in  inter¬ 
national  fairs  and  festivals  (H,N^ept„  2509)*/ 

H,  Je  Res*  6o[x,  to  authorize  \he  President  to  invite  the  States  and  foreign 
countries  to  participate  in  the  Ue  World^/^rade  Fair  to  be  held  in  N*  Y*, 

N„  Y*  from  April  lit  -  27,  1957  (H„  R^t*  ^18) 


9*  FOREIGN  TPiADE*  Rep*  Philbin  commended  t?fe  President  for  his  action  in  the 
relief  of  the  linen  toi:elinr  industrvyoy  \lacing  certain  tariff  increases  on 
that  item,  and  further  indicated  thajr  thisNdemonstrated  an  aX'^areness  by  the 
Executive  of  the  plight  of  the  textile  indu^ry*  p*  10111 

10*  FISHERIES o  The  Merchant  Marine  aura  Fisheries  Committee  reported  X'jith  amendment 
Ho  R,  11570,  to  establish  a  soxufid  and  comprehen^ve  national  policy  with 
respect  to  fisheries  and  x^ildMfe;  to  strengthen  the  fisheries  and  wildlife 
segments  of  the  national  economy,  and  to  create  an^establish  xnthin  the 
Interior  Department  the  office  of  Under  Secretarxr  oiXFisheries  and  Wildlife, 
a  Fisheries  Service  and  Wildlife  Service  (H,  Rept*  25^)*  p«  lOllii 


11,  CONTRACTS*  Rep*  Cooper 
Means  Committee  to  fi 
and  extend  the  Reneg 


equested  and  received  permissionNfor  the  Ways  and 
by  midnight  Sat*  a  report  on  H,  r\119Ii.7,  to  am^end 
iation  Act  of  1951*  p,  1008l 


12 »  TRANSPORTATION*  T^  Interstate  and  Foreign  Commerce  Committee  \rdered  reported 
H*  R»  525,  which^ould  amend  Sec,  22  of  the  Interstate  CommerceNAct  by  eliminat¬ 
ing  authorizat^n  for  handling  property  free  or  at  reduced  rates 'Sfor  the  U.  S, 
and  transporting  persons  for  the  U,  S,  Governm.ent  free  or  at  reducWd  rates, 
p.  D705 

SENATE 


13*  FOREIGN  iffD*  Continued  debate  on  H,  R,  11356,  the  mutual  security  bill  (p^ 
10125^10152,  10187)^  Rejected,  by  a  vote  of  h3  to  Ii5,  an  arixendment  by  Sen^ 
Youn^ to  limit  the  imiportation  of  agricultural  comimodities  which  are  in'  surpXjis 
su^ly  T-jhen  no  quantitative  import  limitations  are  in  effect  (p,  IOI66),  and. 
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WASHINGTON,  THURSDAY,  JUNE  28,  1956 

House  of  Representatives 


No.  108 


The  House  met  at  1^’clock  noon. 

The  Chaplain,  Rev.  Beiinard  Braskamp, 
D.  D.,  offered  the  followine  prayer: 

O  Thou  who  art  alwaysNjclining  our 
hearts  to  come  unto  Thee  iiNhe  fellow¬ 
ship  of  prayer,  inspire  us  nc^with  a 
vision  of  the  worth  and  sanctitN^f  this 
new  day. 

We  humbly  confess  that  in  thiiiXing 
of  our  days  with  their  mornings  and  ev^ 
nings,  their  problems  and  tasks,  we  fr^ 
quently  find  so  much  that  baffles  and 
perplexes  us. 

May  we  receive  Thy  divine  wisdom  and 
guidance  to  discern  each  day’s  meaning 
and  mission  and  to  know  what  is  best 
for  ourselves,  for  our  country,  and  all 
mankind. 

Grant  that  our  faith  in  the  triumph 
of  Thy  righteous  purposes  may  never 
grow  dim  or  become  eclipsed  by  doubt 
or  fear,  but  may  we  believe  in  Thy  sov¬ 
ereign  power. 

Hear  us  in  Christ’s  name.  Amen. 


THE  JOURNAL 

The  Journal  of  the  proceedmgs  of 
yesterday  was  read  and  approved. 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate,  by  Mr. 
Carrell,  one  of  its  clerks,  announced  that 
the  Senate  had  passed  without  amend¬ 
ment  a  bill  of  the  House  of  the  following, 
title: 

H.  R.  10872.  An  act  to  provide  for  ej^n- 
Eion  of  the  time  during  which  annual  Msess- 
ment  work  on  unpatented  mining^laims 
validated  under  section  2  of  the  apt  of  Au¬ 
gust  11,  1955,  may  be  made,  amir  for  other 
purposes. 

The  message  also  annojifeced  that  the 
Senate  agrees  to  the  am^dments  of  the 
House  to  a  bill  of  the>5enate  of  the  fol¬ 
lowing  title: 

S.  1275.  An  act  tc^uthorize  the  Commis¬ 
sioners  of  the  DispBct  of  Columbia  to  desig¬ 
nate  employees jn  the  District  to  protect  life 
and  property  and  on  the  buildings  and 
grounds  ofjmny  institution  located  upon 
property  ^slde  of  the  District  of  Columbia 
acquire^^y  the  United  States  for  District 
sanitoamms,  hospitals,  training  schools,  and 
othej^^stitutions. 

The  message  also  announced  that  the 
^nate  insists  upon  its  amendments  to 


the  bill  (H.  R.  11320)  entitled  “An  act  to 
effect  the  control  of  narcotics,  barbitu¬ 
rates,  and  dangerous  drugs  in  the  Dis¬ 
trict  of  Columbia,  and  for  other  pur¬ 
poses,”  disagreed  to  by  the  House;  agrees 
to  the  conference  asked  by  the  House  on 
the  disagreeing  votes  of  the  two  Houses 
thereon,  and  appoints  Mr.  Morse,  Mr. 
Bible,  and  Mr.  Hruska  to  be  the  con¬ 
ferees  on  the  part  of  the  Senate. 

The  message  also  announced  that  the 
^Senate  agrees  to  the  report  of  the  com¬ 
mittee  of  conference  on  the  disagreeing 
votes  of  the  two  Houses  on  the  amend¬ 
ments  of  the  Senate  to  the  bill  (H. 
9052  yWti tied  “An  act  to  amend  the 
port  Control  Act  of  1949  to  contim^for 
an  additWal  period  of  2  years  Hre  au¬ 
thority  prNided  thereunder  for^e  reg¬ 
ulation  of  e^orts.” 

The  messag^also  annoutip^d  that  the 
Senate  agrees  repoj»  of  the  com¬ 

mittee  of  confere^e  oiy^e  disagreeing 
votes  of  the  two  iNisgfs  on  the  amend¬ 
ments  of  the  Senat^o  the  bill  (H.  R. 
9720)  entitled  “Ary«tet\iaking  appropri¬ 
ations  for  the  Dgpartmei^  of  Labor,  and 
Health,  Education,  and  W^are,  and  re¬ 
lated  agencies);  for  the  fisca^ear  ending 
June  30,  1^7,  and  for  other^urposes.” 

The  m^age  also  announce^toat  the 
Senate  >^rees  to  the  report  of  tN.com- 
mitte/gr  Df  conference  on  the  disagNptog 
votes  of  the  two  Houses  on  the  amNd- 
mts  of  the  Senate  to  the  bill  (H. 
r852)  entitled  “An  act  to  extend  the  De- 
"^fense  Production  Act  of  1950,  as  amended, 
and  for  other  purposes.” 

PERMISSION  TO  PILE  REPORT  ON 
H.  R.  11947 

Mr.  COOPER.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Ways  and  Means  may  have  until  mid¬ 
night  Saturday  to  file  a  report  on  the  bill 
H.  R.  11947,  together  with  minority  views. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Tennessee? 

There  was  no  objection. 


CONFERENCE  REPORT  ON  H.  R.  11619 

Mr.  COOPER.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  conferees  on 
H.  R.  11619  may  have  until  midnight  Sat¬ 
urday  to  file  the  conference  report. 


The  SPEABIER.  Is  tb€re  objection  to 
the  request  of  the ygentleman  from 
Tennessee? 

There  was  no  ol^ction. 

EXTENSION/t)P  EXPORT  CONTROL 
ACT  OF  1949 

Mr.  Sp^NCE.  Mr.  Speaker,  I  call  up 
the  cmnerence  report  on  the  bill  (H.  R. 
90521^0  amend  the  Export  Control  Act 
of ^49  to  continue  for  an  additional  pe- 
)d  of  2  years  the  authority  provided 
thereunder  for  the  regulation  of  exports, 
and  ask  unanimous  consent  that  the 
statement  of  the  managers  on  the  part 
of  the  House  be  read  in  lieu  of  the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  June  26, 
1956.) 

The  SPEAKER.  The  question  is  on 
the  conference  report. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 

EXTENSION  OP  DEFENSE  PRODUC¬ 
TION  ACT  OF  1950 

Mr.  SPENCE.  Mr.  Speaker,  I  call  up 
the  conference  report  on  the  bill  (H.  R. 
9852)  to  extend  the  Defense  Production 
Act  of  1950,  as  amended,  and  for  other 
purposes,  and  ask  unanimous  consent 
that  the  statement  of  the  managers  on 
the  part  of  the  House  be  read  in  lieu  of 
the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

CALL  OF  THE^  SE 

Mr.  SADLAK.  Mr.  Sp  er,  I  make 
the  point  of  order  that  a  ii'um  is  not 
present. 

The  SPEAKER.  Evidently  a''  luorum 
is  not  present. 

10081 
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:r.  MCCORMACK.  Mr.  Speaker,  I 


June  28 


a  call  of  the  House. 

A^ll  of  the  House  was  ordered 
Th^lerk  called  the  roll,  and  the  fol- 


lowing  ^mbers  failed  to  answer  to  their 

names :  X 

\  [Roll  No.  79] 

Adair 

Xberharter 

Phillips 

Barrett 

GWnble 

Prouty 

Bass,  Tenn. 

GMen,  Pa. 

Saylor 

Bell 

Harden 

Scudder 

Blltch 

HoSnnm,  Ill. 

Shelley 

Celler 

King,  cSiif. 

Thompson,  La. 

Chatham 

Lane 

Thompson, 

Cunningham 

Macdonal<X^ 

Mich. 

Davis,  Tenn. 

Morrison  X^ 

Thornberry 

Davis,  Wis. 

Moulder  \ 

^uck 

Dawson,  Ill. 
Dorn,  S.  C. 

Murray,  Tenn. 
O’Hara,  Minn. 

N^llson,  Ind. 

The  SPEAKER.  Three  hundred  and 
ninety-foiu’  Members  have  ans\gred  to 
their  names,  a  quorum. 

By  unanimous  consent,  further>oro- 
ceedings  under  the  call  were  dispensed 
with. 

'■■*  —  T- 

EXTENSION  OP  DEFENSE  PRODUC¬ 
TION  ACT  OF  1950 

The  SPEAKER.  The  Clerk  will  read 
the  statement  of  the  managers  on  the 
part  of  the  House. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  June  26, 
1956.) 

Mr.  SPENCE.  Mr.  Speaker,  I  yield 
myself  5  minutes. 

Mr.  Speaker,  this  conference  report  is 
the  unanimous  report  of  the  conferees  on 
the  part  of  the  House  and  it  extends  the 
Defense  Production  Act  for  2  years  from 
June  30,  1956.  I  am  sure  you  all  know 
the  importance  of  the  Defense  Produc¬ 
tion  Act.  It  is  to  coordinate  and 
strengthen  our  defense. 

It  was  enacted  in  1950  and  has  been 
extended  periodically  to  the  present 
time. 

It  seems  to  me  it  would  be  vei-y  bad 
policy  at  this  time  to  do  anything  that 
would  result  in  failure  to  extend  the  act. 

I  am  sure  that  the  only  opposition  to 
this  conference  report  is  to  amendment 
No.  4  which  declares  it  is  the  policy  of 
Congress  to  encourage  geographical  dis¬ 
persal  of  industrial  facilities  and  to  .pro¬ 
vide  that  the  Government,  in  building 
or  assisting  construction  or  improve¬ 
ment  of  industrial  plants,  and  in  procur¬ 
ing  goods  and  services,  shall  follow  the 
dispersal  principle  when  practicable  and 
consistent  with  existing  law  and  the  de¬ 
sirability  of  maintaining  a  sound  econ¬ 
omy,  where  such  dispersal  is  in  the  in¬ 
terest  of  national  defense. 

I  think  that  the  apprehension  and 
fears  that  have  been  engendered  in  the 
minds  of  many  of  our  Members  are  en¬ 
tirely  without  foundation.  This  amend¬ 
ment  will  not  apply  to  any  of  the  indus¬ 
tries  that  are  financing  themselves  with¬ 
out  Government  aid.  These  industries 
may  select  their  locations  and  expand  as 
they  please.  When  the  Govermnent  fur¬ 
nishes  financial  assistance  in  the  inter¬ 
est  of  national  defense  it  should  have  the 
right  to  influence  the  location  of  the 
industries  aided. 

I  am  confident  that  no  financial  in¬ 
jury  will  result  to  the  industries  estab¬ 
lished  on  the  Atlantic  or  Pacific  seaboard 
and  I  am  equally  confident  that  the 


carrying  out  of  this  policy  will  strengthen 
our  national  defense. 

This  amendment  was  offered  by  the 
Senate.  It  has  been  twice  passed  by  it, 
once  by  a  vote  of  40  to  20,  and  again  by 
a  vote  of  48  to  13. 

Mr.  MORANO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  SPENCE.  I  yield  to  the  gentle¬ 
man  from  Connecticut. 

Mr.  MORANO.  Does  the  gentleman 
know  whether  the  other  body  has  already 
discharged  its  conferees? 

Mr.  SPENCE.  They  have.  No  motion 
to  recommit  will  be  in  order.  If  you  vote 
this  conference  report  down,  the  Defense 
Production  Act  dies  day  after  tomorrow 
night.  If  you  do  not  agree  to  this  con¬ 
ference  report  and  other  conferees  are 
appointed,  under  the  circumstances  I 
feel  confident  that  no  agreement  will  be 
reached  for  a  long  time. 

Mr.  MORANO.  Mr.  Speaker,  if  the 
gentleman  will  yield  further,  first  I  want 
to  say  that  I  am  opposed  to  the  amend¬ 
ment  most  vigorously.  Is  it  not  true  that 
the  other  body  can  appoint  new  con¬ 
ferees  if  we  should  vote  down  this  con¬ 
ference  report? 

Mr.  SPENCE.  You  cannot  recommit 
this  report  because  the  conferees  on  the 
part  of  the  Senate  have  been  discharged. 

Mr.  MORANO.  I  am  not  asking  about 
a  recommittal.  I  am  asking  if  you  vote 
down  this  conference  report. 

Mr.  SPENCE.  This  ends  the  matter  so 
far  as  this  conference  is  concerned. 

Mr.  MORANO.  Could  not  the  Senate 
then  appoint  new  conferees? 

Mr.  SPENCE.  Yes ;  but  as  a  practical 
matter  the  Defense  Production  Act  would 
die  day  after  tomorrow. 

Mr.  MORANO.  Can  they  not  be  re¬ 
appointed  and  go  to  conference  again? 

Mr.  SPENCE.  Oh,  yes.  Both  bodies 
will  still  function.  They  can  appoint 
conferees,  but  the  result  that  I  have 
stated  will  take  place. 

Mr.  Speaker,  I  ask  that  the  confer¬ 
ence  report  be  agreed  to. 

Mr.  McCORMACK.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  SPENCE.  I  yield  to  the  gentle¬ 
man  from  Massachusetts. 

Mr.  McCORMACK.  Of  course,  what 
could  happen  would  be  a  continuing 
resolution  for  30  days.  We  have  done 
that  before  on  this  particular  bill  when 
we  did  not  get  it  through  by  June  30. 
The  main  question  that  concerns  many 
of  us  is  this:  We  know  that  our  dis¬ 
tinguished  friend  the  gentleman  from 
Kentucky  [Mr.  Spence]  knows  the  situa¬ 
tion,  but  there  is  a  matter  of  serious 
concern  which  would  bring  about  an  in¬ 
justice  to  certain  sections  of  oim  country. 
This  idea  of  sectionalism  is  repugnant  to 
me,  but  there  is  a  question  of  injustice 
that  is  equally  repugnant.  We  can 
understand  what  a  target  area  is.  I 
think  every  Member  can  understand 
that.  Suppose  some  company  wanted 
to  go  in  the  future  to  Massachusetts, 
New  York,  California,  Michigan,  Ohio, 
or  any  other  State,  into  a  big  city,  a 
target  area.  We  can  understand  that. 
But  suppose  they  could  locate  40  or  50 
miles  outside  the  target  area.  Under 
this  they  could  be  denied  and  compelled 
to  go  to  some  other  State.  I  know  the 
gentleman  from  Kentucky  [Mr.  Spence] 


does  not  intend  that.  It  is  his  opinion 
that  that  would  not  happen.  But  can  the 
gentleman  say  that  it  is  the  intent  of 
the  conferees  that  that  shall  not  happen? 

Mr.  SPENCJE.  I  cannot  speak  for  all 
the  conferees,  but  if  this  power  is  used 
arbitrarily  or  capriciously  and  not  in 
the  interest  of  all  the  people,  the  Con¬ 
gress  is  still  in  session  and  we  can 
remedy  that. 

Mr.  McCORMACK.  If  the  conferees 
in  their  report  say  that  that  is  not  in¬ 
tended,  that  it  is  not  intended  to  result 
in  discrimination,  that  dispersal  would 
be  within  a  State,  and  outside  of  a  target 
area  within  a  State,  probably  a  great 
deal  of  the  difficulty  would  be  obviated. 
The  gentleman  has  referred  to  his  own 
personal  opinion,  which  is  consistent. 
But  that  is  not  evidence  of  the  intent 
of  the  Congress.  We  would  have  to  have 
something  more  than  that. 

Mrs.  SULLIVAN.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  SPENCE.  I  yield  to  the  gentle¬ 
woman  from  Missouri,  a  member  of  the 
Committee  on  Banking  and  Currency. 

Mrs.  SULLIVAN.  Thank  you  very 
much.  I  know  the  distinguished  chair¬ 
man  of  our  committee  will  be  able  to 
clear  up  some  puzzling  aspects  of  this  for 
me.  I  wonder,  if  this  amendment  merely 
is  supposed  to  reiterate  what  is  already 
the  policy  of  the  Office  of  Defense  Mobi¬ 
lization  and  of  the  Department  of  De¬ 
fense,  then  why  do  we  have  to  write  it 
into  the  law?  What  purpose  is  served? 

Mr.  SPENCE.  The  purpose  is  to  em¬ 
phasize  the  necessity  of  this  policy,  and 
to  be  assured  that  it  will  be  followed. 

Mrs.  SULLIVAN.  Does  that  mean 
that  the  ODM  and  the  Defense  Depart¬ 
ment  have  been  assuming  this  power  and 
assuming  authority  that  they  do  not  have 
in  this  matter?  Have  they  been  in  vio¬ 
lation  of  the  existing  law  on  this,  re¬ 
quiring  us  to  rewrite  the  law  to  conform 
to  their  policies? 

Mr.  SPENCE.  No.  The  policy  is  ob¬ 
viously  sound,  in  the  interest  of  the  na¬ 
tional  defense,  and  does  not  violate  any 
law. 

Mrs.  SULLIVAN.  As  a  Representa¬ 
tive  from  a  highly  industrialized  area, 
I  am  fearful  of  what  this  does  to  St.  Louis 
business.  Does  it  stop  our  firms  from  ex¬ 
panding,  where  Government  aid  or  tax 
benefits  might  be  involved? 

Mn  SPENCE.  If  there  is  an  undue 
concentration  of  some  particular  de¬ 
fense  industry  at  a  particular  location, 
it  will  mean  that  Government  aid  will 
probably  not  be  extended  to  increase 
this  concentration.  I  think  it  will  have 
very  little  effect  on  the  industries  of  St. 
Louis.  Unless  defense  industries  are 
unduly  concentrated  in  St.  Louis,  it  will 
have  no  effect. 

I  might  point  out  to  the  gentlewoman 
that  the  Joint  Committee  on  Defense 
Production  maintains  a  constant  watch 
over  the  administration  of  this  act,  and 
I  am  sure  that  committee  will  be  vigilant 
in  guarding  against  any  abuse  of  this 
power.  In  addition,  the  Banking  and 
Currency  Committee,  on  which  the  gen¬ 
tlewoman  serves  with  great  ability,  will 
act  promptly  to  correct  any  abuse,  should 
the  need  arise. 

Mrs.  SULLIVAN.  I  thank  the  chair¬ 
man  for  his  statement,  which  has  clari- 
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fled  the  issue  for  me.  While  it  has  not 
reassured  me  in  my  fears  about  this 
amendment,  I  shall  not  take  his  time  to 
state  my  opposition.  I  appreciate  his 
frankness. 

The  SPEAKER.  The  time  of  the  gen¬ 
tleman  from  Kentucky  [Mr.  Spence]  has 
again  expired. 

Mr.  MAHON.  Mr.  Speaker,  would  the 
gentleman  yield  to  me  for  a  imanimous- 
consent  request? 

Mr.  SPENCE.  I  yield  to  the  gentleman 
from  Texas. 

DEPARTMENT  OP  DEFENSE  APPRO¬ 
PRIATION  ACT,  FISCAL  YEAR  1957 

Mr.  MAHON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Appropriations  have  until  midnight 
tonight  to  file  a  conference  report  on 
the  bill  (H.  R.  10986)  making  appropria¬ 
tions  for  the  Department  of  Defense  for 
the  fiscal  year  1957. 

The  SPEAICER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

The  conference  report  and  statement 
follow ; 

Conference  Report  (H.  Rept.  No.  2529) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
10986)  “making  appropriations  for  the  De¬ 
partment  of  Defense  for  the  fiscal  year  end¬ 
ing  June  30,  1957,  and  for  other  purposes,” 
having  met,  after  full  and  free  conference, 
have  agreed  to  recommend  and  do  recom¬ 
mend  to  their  respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amend¬ 
ments  numbered  5,  7,  8,  13,  16,  17>  and  18. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  1,  6,  9.  and  11,  and  agree  to  the  same. 

Amendment  numbered  2:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  2,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$55,000,000";  and  the  Senate 
agree  to  the  same. 

Amendment  numbered  3:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  3,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend-  _ 
ment  insert  “$320,162,000”;  and  the  Senate " 
agree  to  the  same. 

Amendment  numbered  4:  That  the  H^se 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  4,  an^ agree 
to  the  same  with  an  amendment,  as^ollows: 
In  lieu  of  the  sum  proposed  by  sayf  amend¬ 
ment  insert  “$357,000";  and  the  ^nate  agree 
to  the  same. 

Amendment  numbered  10:  ^at  the  House 
recede  from  its  disagreemen^to  the  amend¬ 
ment  of  the  Senate  numbaMd  10,  and  agree 
to  the  same  with  an  ameitament,  as  follows: 
In  lieu  of  the  sum  pronged  by  said  amend¬ 
ment  insert  “$l,140,00jj?000";  and  the  Senate 
agree  to  the  same. 

Amendment  nut^ered  12 :  That  the  House 
recede  from  its  <U^greement  to  the  amend¬ 
ment  of  the  Senate  numbered  12,  and  agree 
to  the  same  vd((!h  an  amendment,  as  follows: 
In  lieu  of  th^sum  proposed  by  said  amend¬ 
ment  insert^$3,724,185,000”;  and  the  Senate 
agree  to  t)se  same. 

Amendment  numbered  15 :  That  the  House 
recede^'om  its  disagreement  to  the  amend- 
men^^f  the  Senate  numbered  15,  and  agree 
to  yfe  same  with  an  amendment,  as  follows : 
I^flieu  of  the  sum  proposed  by  said  amend- 
sent  insert  “$41,000,000”;  and  the  Senate 
kgree  to  the  same. 


The  committee  of  conference  report  In  dis¬ 
agreement  amendment  numbered  14. 
George  Mahon, 

Harry  R.  Sheppard, 

Robert  L.  P.  Sikes, 

W.  P.  Norrell, 

Jamie  L.  Whitten, 

George  Andrews, 

John  J.  Riley, 

Charles  B.  Deane, 

Daniel  J.  Plood, 

Clarence  Cannon, 

R.  B.  Wigglesworth, 

Errett  P.  Scrivner, 

Gerald  R.  Pord,  Jr., 

Edward  T.  Miller, 

Harold  C.  Ostertag, 

Glenn  R.  Davis, 

John  Taber, 

Managers  on  the  Part  of  the  House. 
Dennis  Chavez, 

Carl  Hayden, 

Richard  B.  Russell, 

Lister  Hill, 

Harry  P.  Byrd, 

Leverett  Saltonstall, 
Styles  Bridges, 

Milton  R.  Young, 

Mo\apers  on  the  Part  of  the  Senate. 

Statement 

The  manages  on  the  part  of  the  Hoii 
at  the  confereVce  on  the  disagreeing  v^es 
of  the  two  Hou^s  on  the  amendments  or  the 
Senate  to  the  bik  (H.  R.  10986)  makhrfg  ap¬ 
propriations  for  the  Department  ofyDefense 
for  the  fiscal  year  Imding  June  30,yI957,  and 
for  other  purposes^  submit  th^ following 
statement  in  explan»ion  of  the/feffect  of  the 
action  agreed  upon  and  reconyfiended  in  the 
accompanying  conference  TejSovt  as  to  each 
of  such  amendments,  naViel 


department  of 
Title  j/ll 


defense 


Department/of  tnte  Army 

Amendment  No.  L^Maint^ance  and  oper¬ 
ations:  Appropria/(fes  $2,967,067,000  as  pro¬ 
posed  by  the  Senate  instead  o^$2,954,581,000 
as  proposed  by  tne  House. 

Amendme^  No.  2 — Military  Construction, 
Army  Resent  Porces:  Appropriate  $55,000,- 
000  instep  of  $40,000,000  as  propo^d  by  the 
House  ^d  $60,000,000  as  propose^  by  the 
Senate/  Of  the  $15,000,000  increase  Vrer  the 
Hous/bill,  $12,000,000  is  for  NatlonaByGuard 
ariafey  and  $3,000,000  for  National  Guard 
n^-armory  construction.  The  managere  are 
;reed  that  construction  of  duplicate  re^rve 
facilities  must  be  avoided,  except  in  ar\as 
where  absolutely  required  as  determined 
the  Office  of  the  Secretary  of  Defense. 

Amendment  No.  3 — ^Army  National  Guard:) 
Appropriates  $320,162,000  instead  of  $306,- 
000,000  as  proposed  by  the  House  and  $321,- 
492,000  as  proposed  by  the  Senate.  The  man¬ 
agers  are  agreed  that  of  the  increase  of  $14,- 
162,000  over  the  amount  contained  in  the  bill 
as  passed  the  House,  $11,162,000  is  to  cover 
costs  resulting  from  the  anticipated  increase 
in  the  strength  of  the  Guard,  and  $3,000,000 
for  salaries  of  additional  technicians  and 
equalization  of  technicians  pay  grade  struc¬ 
ture.  The  managers  are  further  agreed  that 
this  appropriation,  in  an  amount  not  exceed¬ 
ing  $330,000,  may  be  used  for  the  travel  of 
National  Guard  teams  to  national  rifle 
matches,  provided  that  no  regular  activity  is 
in  any  way  reduced. 

Amendment  No.  4 — National  Board  for  the 
Promotion  of  Rifle  Practice :  Appropriates 
$357,000  instead  of  $297,000  as  proposed  by 
the  House  and  $534,000  as  proposed  by  the 
Senate.  The  increase  of  $60,000  over  the 
amount  provided  by  the  House  is  for  the 
purchase  of  .22-caliber  ammunition. 

Amendment  No.  5 — Reduction  in  Appro¬ 
priation,  Army  Industrial  Fund:  Restores 
language  proposed  by  the  House  and  stricken 


by  the  Senate  reducing  the  amount  available 
in  the  Army  industrial  fund  by  $110,000,00 
Title  IV 

Department  of  the  Navy 

Amendment  No.  6 — Service-wide^)pera- 
tions:  Appropriates  $102,435,000  as /proposed 
by  the  Senate  instead  of  $102^2.000  as 
proposed  by  the  House.  The  m/nagers  are 
agreed  that  if  the  three  sets  x  flag  officers 
quarters  are  authorized  by  the  Congress  and 
constructed  at  the  Naval  Observatory  they 
shall  be  furnished  and  /laintained  with 
funds  available  under  ^this  appropriation 
item  at  a  cost  of  not  t/exceed  $37,000. 

Amendment  No.  7-TMJaval  Petroleum  Re¬ 
serves:  Appropriate^683,000  as  proposed  by 
the  House  insteac^f  $1,183,000  as  proposed 
by  the  Senate.  /The  managers  are  agreed 
that  this  appr/)riation  shall  be  available 
for  the  costs  maintenance  and  protective 
guard  servic^  of  the  Government’s  oil-shale 
plant  at  Rme,  Colo.,  pending  disposition  of 
this  fac^ty  by  the  responsible  Federal 
agencies^ 

Am^idment  No.  8 — Reductions  in  Appro- 
priations:  Reduces  the  Navy  Industrial  Fund 
by  J?o2,000,000  as  proposed  by  the  House  in- 
sti^ad  of  $12,000,000  as  proposed  by  the 
'Senate. 

Title  V 

Department  of  the  Air  Force 

Amendment  No.  9 — Aircraft  and  related 
procurement:  Appropriates  $6,848,500,000  as 
proposed  by  the  Senate  Instead  of  $6,048,- 
500,000  as  proposed  by  the  House.  The 
committee  of  conference  is  agreed  that  the 
added  funds  should  be  utilized  to  expedite 
production  of  heavy  bombers,  tankers,  and 
other  essential  Air  Force  weapons  to  the  op¬ 
timum  limit  of  existing  facilities.  The 
Managers  on  the  part  of  the  House  place 
the  Department  on  notice  that  the  action 
taken  in  approving  the  additional  funds 
above  the  Budget  for  Aircraft  and  Related 
Procurement  should  not  be  interpreted  as  an 
invitation  toward  waste  and  loose  fiscal  pro¬ 
cedures  and  calls  attention  to  a  report  on 
procurement  policies  released  by  the  House 
Committee  on  Appropriations  earlier  this 
year. 

Amendment  No.  10 — ^Procurement  other 
than  aircraft:  Appropriates  $1,140,000,000 
Instead  of  $1,100,000,000  as  proposed  by  the 
House  and  $1,177,000,000  as  proposed  by  the 
Senate. 

Amendment  No.  11 — ^Research  and  devel¬ 
opment:  Appropriates  $710,000,000  as  pro¬ 
posed  by  the  Senate  instead  of  $610,000,000 
as  proposed  by  the  House. 

Amendment  No.  12^ — Operation  and  main¬ 
tenance:  Appropriates  $3,724,185,000  instead 
of  $3,684,185,000  as  proposed  by  the  House 
i^and  $3,780,185,000  as  proposed  by  the  Senate. 
Amendment  No.  13 — Military  personnel: 
jpropriates  $3,718,440,000  as  proposed  by 
t^  House  instead  of  $3,745,440,000  as  pro- 
po^d  by  the  Senate. 

Amendment  No.  14 — Military  personnel: 
Reputed  in  disagreement. 

Title  VI 

General  Provisions 

Amendment  No.  15 :  Limits  the  availability 
of  funds  Ifor  preparation  for  sale  or  salvage 
of  militark  materiel  to  $41,000,000,  instead 
of  $31,000,0^  as  proposed  by  the  House  and 
$53,500,000  akproposed  by  the  Senate. 

Amendment  No.  16 :  Deletes  provision  of 
the  Senate  for  me  transfer  of  $40,000,000  from 
the  Navy  indu^rlal  fund  and  $110,000,000 
from  the  Army\ndustrial  fund  to  the  Air 
Force  industrial  mnd. 

Amendment  No\l7:  Deletes  provision  of 
the  Senate  maklngXappropriations  for  pro¬ 
curement  of  aircraft  and  missiles  available 
for  expenses  of  develMment.  The  commit¬ 
tee  of  conference  doe^not  Intend  that  the 
deletion  of  this  provlsi^  alter  the  existing 
procedures  in  the  application  of  these  funds. 
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George  Mahoi 
Harry  R.  SMiPPARD, 

Robert  Sikes, 

F.  N^rell, 

Whitten, 
g2J^e  Andrews, 

Riley, 

iHARL^s  B.  Deane, 

Daniel  at  Flood, 
Clarence^ann  on, 

R.  B.  WlGG^SWORTH, 

ERRETT  P.  ScflKNER, 

Gerald  R.  FoR^Jr., 

Edward  T.  Mill^ 

Harold  C.  OstertJ 
Glenn  R.  Davis, 

John  Taber, 

Managers  on  the  Part  of  the  HoiiS 

■  -  nn  I  ■  I  dl'J  IIIIIM  111  I  JIM 

EXTENSION  OP  DEFENSE  PRODUC¬ 
TION  ACT  OP  1950 

Mr.  TALLE.  Mr.  Speaker,  I  should 
like  to  consult  with  my  chairman  about 
allocation  of  time  to  this  side. 

Mr.  SPENCE.  Mr.  Speaker,  how  much 
time  does  the  gentleman  from  Iowa  de¬ 
sire? 

Mr.  TALLE.  I  may  say  to  the  gentle¬ 
man  from  Kentucky  that  there  are  re¬ 
quests  for  considerable  time  on  this  side. 
I  trust  that  my  chairman  will  grant  this 
side  half  of  the  time. 

Mr.  SPENCE.  Mr.  Speaker,  I  yield  the 
gentleman  from  Iowa  20  minutes  to  be 
distributed  among  Members  on  this  side. 

Mr.  TALLE.  Mr.  Speaker,  may  I  hold 
out  some  prospect  for  some  additional 
time,  inasmuch  as  I  have  had  many  re¬ 
quests  for  time? 

Mr.  SPENCE.  The  gentleman  may 
hope  for  that,  but  I  do  not  know  that  I 
can  guarantee  it. 

Mr.  TALLE.  Mr.  Speaker,  my  rela¬ 
tionship  with  the  gentleman  from  Ken¬ 
tucky  has  always  been  pleasant,  and  I 
may  say  that  that  is  not  a  forlorn  hope. 

The  SPEAKER.  Without  objection, 
the  gentleman  from  Kentucky  may  yield 
20  minutes  to  the  gentleman  from  Iowa 
to  be  allocated  as  he  desires. 

There  was  no  objection. 

Mr.  TALLE.  Mr.  Speaker,  I  yield  my¬ 
self  such  time  as  I  may  consiune. 

Mr.  Speaker,  it  is  my  belief,  in  the 
light  of  careful  inquii-y  and  what  I 
learned  in  conference,  which  I  may  say 
was  very  amicable,  that  some  Members 
of  Congress  are  more  disturbed  about 
the  dispersal  amendment  than  close 
scrutiny  warrants.  May  I  make  a  few 
comments  to  support  my  point? 

In  the  first  place,  it  is  a  statement  of 
policy.  In  the  second  place,  the  amend¬ 
ment  says  that  this  is  a  policy  which 
Shan  be  followed  when  practicable.  In 
other  words,  it  certainly  is  not  an  iron¬ 
clad  policy.  Geographical  dispersal  may 
not  occur  without  taking  several  other 
factors  into  account.  In  the  third  place, 
it  relates  to  national  defense,  to  main¬ 
taining  a  sound  economy  and  must  be 
consistent  with  existing  law.  And  the 
last  sentence  of  the  amendment  says  that 
nothing  contained  in  this  paragraph 
shall  preclude  the  use  of  existing  indus¬ 
trial  facilities.  The  amendment  does 
not  disturb  anything  which  exists  now. 

May  I  now  quote  from  the  statement 
of  the  managers  on  the  part  of  the  House 
on  page  3  of  the  conference  i’eport; 


The  amendment  Is  designed  to  give  an 
expression  of  congressional  support  and  ap¬ 
proval  of  the  dispersal  policies  which  the 
Office  of  Defense  Mobilization  and  the  De¬ 
partment  of  Defense  have  already  adopted, 
and  are  carrying  out. 

Mr.  MCDONOUGH..  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  TALLE.  I  yield  to  the  gentleman 
from  California. 

Mr.  MCDONOUGH.  If  it  is  the  policy 
already  being  carried  out,  why  reiterate 
it  in  this  conference  report?  By  such  a 
reiteration  the  Department  of  Defense 
ils  encouraged  to  stimulate  its  action 
along  these  lines. 

Mr.  TALLE.  The  House  conferees  cer¬ 
tainly  did  very  well  in  conference,  for 
in  the  original  version  of  the  amend¬ 
ment  the  word  “promote”  was  used.  We 
asked  that  the  word  “promote”  be  de¬ 
leted  and  that  the  word  “encourage”  be 
substituted  for  it.  Our  purpose  was  to 
avoid  the  use  of  a  word  that  might  con¬ 
note  the  intent  to  stimulate. 

Mr.  RABAUT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  TALLE.  I  yield  to  the  gentleman 
from  Michigan. 

Mr.  RABAUT.  I  am  not  going  to  vote 
for  anything  that  will  put  the  great  au¬ 
tomobile  business  of  Detroit  and  Michi¬ 
gan  in  a  goldfish  bowl  and  circumvent 
their  expansion.  That  is  what  this  does. 
I  am  not  going  to  vote  for  it.  1  cannot 
vote  for  it.  I  do  not  think  anybody  from 
a  great  industrial  district  can  vote  for 
anything  like  this.  The  committee  can 
give  all  the  permission  they  desire ;  what 
they  ask  here  is  congressional  approval. 
The  industrialists  have  some  idea  of 
business  or  they  would  not  be  the  giants 
they  are  today.  They  recognize  hazards 
and  will  insure  accordingly.  They 
manned  the  factories  called  the  hub  of 
the  arsenal  of  democracy  in  the  darkest 
days  of  this  country.  We  are  circum¬ 
venting  these  people.  We  are  saying  by 
this  legislation,  “You  cannot  expand  any 
further.”  I  do  not  think  it  is  good  legis¬ 
lation.  These  people  will  know  whether 
or  not  they  are  in  danger.  I  do  not  think 
we  should  approve  the  fourth  section  in 
this  report. 

Mr.  TALLE.  I  can  assure  the  gentle¬ 
man  from  Michigan,  for  whom  I  have 
great  affection,  that  there  is  no  intent 
on  the  part  of  the  conferees  to  place 
existing  industries  in  jeopardy  or  cause 
injury  to  our  great  industrial  centers. 

Mr.  Speaker,  rather  than  consume 
more  time,  may  I  invite  the  attention 
of  Members  to  what  this  amendment 
does  not  do,  as  stated  at  the  top  of  page  3 
of  the  conference  report? 

Mr.  Speaker,  I  yield  3  minutes  to  the 
gentleman  from  California  [Mr.  Hin- 

SHAW], 

Mr.  HINSHAW.  Mr.  Speaker,  this 
amendment  has  the  effect  of  putting  the 
congressional  stamp  of  approval  on 
Office  of  Defense  Mobilization  Order 
1-19.  I  believe  that  is  the  number.  I 
am  quoting  it  from  memory.  It  is  a 
very  long  order  of  some  15  or  20  pages, 
giving  an  order  to  the  Defense  Depart¬ 
ment  on  how  they  should  procure  ma¬ 
terials  and  when  they  should  approve 
of  the  construction  of  facilities. 

I  think  all  those  of  us  from  the  in¬ 
dustrial  areas  have  been  aware  of  that 


Office  of  Defense  Mobilization  order  and 
have  been  fighting  it  tooth  and  toenail 
as  far  as  we  could,  but  that  is  an  order 
carrying  the  weight  of  the  White  House. 


CALL  OP  THE  HOUSE 

Mr.  HESELTON.  Mr.  Speaker,  I 
make  the  point  of  order  that  a  quorum 
is  not  present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

Mr.  McCORMACK.  Mr.  Speaker,  I 
move  a  call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names: 

[Roll  No.  80] 


Barrett 

Bass.  Tenn. 

Bell 

Blltch 

Celler 

Chatham 

Coudert 

Cunningham 

Davis,  Tenn. 

Davis,  Wis. 

Deane 

Dorn,  S.  C. 

Eberharter 


Fisher 

Gamble 

Gentry 

Gray 

Green,  Oreg. 
Green,  Pa. 
Harden 
Hoffman,  Ill. 
Lane 
Morrison 
O’Hara,  Minn. 
Phillips 
Prouty 


Saylor 

Scudder 

Shelley 

Thompson,  La. 
Thompson, 
Mich. 

Thomson,  Wyo. 
Thornberry 
■Widnall 
Wilson,  Ind. 
Wolcott 


The  SPEAKER.  On  this  rollcall  394 
Members  have  answered  to  their  names, 
a  quorum. 

By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
with. 


EXTENSION  OF  DEFENSE  PRODUC¬ 
TION  ACT  OF  1950 

The  SPEAKER  pro  tempore  (Mt. 
Mills)  .  The  gentleman  from  California 
[Mr.  Hinshaw]  is  recognized. 

Mr.  HINSHAW.  Mr.  Speaker,  when 
the  roll  was  called  I  was  saying  to  the 
Members  of  the  House  that  the  very 
statement  contained  in  the  statement  of 
the  managers  on  the  part  of  the  House 
is  designed  to  give  expression  of  congres¬ 
sional  support  and  approval  to  the  dis¬ 
persal  policies  of  the  OfiQce  of  Defense 
Management  as  they  are  contained  in 
Defense  Management  Order  No.  1-19  of 
January  1956.  Do  you  know  what  is  in 
that  order?  I  have  read  parts  of  it,  but 
not  all  of  it.  It  is  a  long  order. 

Do  you  know  what  is  contained  in 
that  order?  There  is  contained  in  the 
order,  among  other  things,  a  requirement 
that  the  procurement  of  goods  and  serv¬ 
ices  be  dispersed  geographically.  It  af¬ 
fects  not  only  in  the  construction  of 
plants  but  the  procurement  of  goods  and 
services. 

Now,  what  can  that  mean  to  you?  It 
can  mean  that  if  you  have  a  plant  in 
production  and  some  fellow  down  in  the 
Defense  Establishment  placing  defense 
orders  decides  that’ placing  an  order  in 
your  district  would  be  a  violation  of  con¬ 
gressional  intent,  then  your  labor  is  go¬ 
ing  to  be  out  of  work;  your  labor  will 
be  forced  to  move,  and  your  management 
will  be  forced  to  move.  That  has  hap¬ 
pened  in  my  own  district  and  adjoin¬ 
ing  districts  in  my  own  part  of  the  coun¬ 
try.  Here  we  are  accepting,  if  we  ac¬ 
cept  it,  a  policy  that  has  been  approved 
only  by  7  Members  of  this  House,  the  7 
Members  of  this  House  who  were  the  con¬ 
ferees  on  this  particular  bill.  It  was  not 
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a  subject  of  hearings  before  the  House 
Committee  on  Banking  and  Currency. 
Yet,  we  would  give  the  stamp  of  congres¬ 
sional  approval  on  a  policy  which  that 
committee  has  not  studied.  I  have  not, 
for  example,  had  an  opportunity  to  ap¬ 
pear  before  any  group  of  the  Congress 
to  present  my  views,  and  you  do  not  know 
what  your  views  ought  to  be,  because  you 
have  not  seen  the  ODM  orders.  Now, 
that  is  what  this  thing  does.  It  is  an 
outrage  upon  the  industrial  areas  of  the 
United  States.  It  would  make  farm  com¬ 
munities  out  of  the  industrial  areas  and 
industrial  areas  out  of  the  farm  areas. 

Mr.  HOSMER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  HINSHAW.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  HOSMER.  Would  it  not  be  a  bad 
thing  to  lock  into  law  a  matter  of  defense 
strategy?  In  other  words,  there  might  be 
some  change  in  defense  tactics  when  you 
would  want  to  concentrate  things,  and 
here  you  have  a  law  that  says  you  can¬ 
not  do  it,  the  same  as  military  tactics 
in  regard  to  making  an  offense  on  a  par¬ 
ticular  day  and  time. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  HINSHAW,  I  yield  to  the  gentle¬ 
man  from  Ohio. 

Mr.  BROWN  of  Ohio.  Would  not  the 
effect  of  this  action  be  to  have  the  Con¬ 
gress  fix  an  economic  policy  of  the  coun¬ 
try  contrary,  probably,  to  the  best  eco¬ 
nomic  interests  of  the  Nation  as  a  whole? 

Mr.  HINSHAW.  It  would  have  us 
adopt  an  economic  policy  of  which  we 
have  no  knowledge  at  all. 

Mr.  BROWN  of  Ohio.  And  without 
study  by  the  Congress  itself. 

Mr.  HINSHAW.  Exactly.  There  has 
been  no  study  given  to  it.  There  have 
been  studies  made  of  civilian  defense  and 
there  have  been  studies  made  of  other 
subjects,  but  I  know  of  no  genuine  study 
made  of  this  dispersal  question. 

Mr.  BROWN  of  Ohio.  Of  course,  eco¬ 
nomic  conditions  and  good  commonsense 
have  established  these  different  plants 
in  the  Ications  in  which  they  are  now 
situated;  is  that  not  true? 

Mr.  HINSHAW.  Yes. 

Mr.  BROWN  of  Ohio.  And  we  would 
be  upsetting  that  policy. 

Mr.  HINSHAW.  Yes. 

Now,  one  other  thought  in  closing. 
The  gentleman  from  Kentucky  [Mr. 
Spence]  points  out  that  the  law  will  ex¬ 
pire  Saturday  night  if  we  do  not  agree 
to  this  amendment  and  agree  to  the  con¬ 
ference  report.  Well,  that  is  perfectly 
true;  but  it  can  be  reinstituted  on  next 
Monday  without  this  amendment,  which 
has  been  presented  with  no  knowledge 
on  the  part  of  the  Members  of  the  House 
and  no  hearings  held. 

Mr.  SPEINCE.  Mr.  Speaker,  I  yield 
5  minutes  to  the  gentleman  from  New 
York  [Mr.  Multer]. 

Mr.  MULTER.  Mr.  Speaker,  this,  in 
my  opinion,  is  not  the  way  to  legislate, 
and  I  urge  that  this  conference  report 
be  rejected. 

You  need  not  fear  that  the  law  will 
expire  or  we  will  have  no  Defense  Pro¬ 
duction  Act  if  you  do  reject  the  report. 
I  am  certain  that  the  majority  and  the 
minority  leadership  will  agree  to  bririg 
in  a  concurrent  resolution  and  we  will 


pass  it  almost  as  fast  as  it  can  come  to 
the  floor  extending  the  law  as  it  exists  at 
least  for  30  days,  so  that  you  can  con¬ 
sider  this  problem  further  if  you  want 
to.  I  do  not  think  you  will  want  to  con¬ 
sider  it  further,  because  this  dispersal 
provision  was  recommended  some  years 
ago  by  the  House  Committee  on  Bank¬ 
ing  and  Currency.  It  came  to  the  floor 
and  was  overwhelmingly  rejected,  and 
the  Senate  at  that  time  went  along  with 
the  House  action. 

This  year  nobody,  but  nobody,  from 
the  executive  department  appeared  be¬ 
fore  the  House  Committee  on  Banking 
and  Currency  and  asked  for  this  dis¬ 
persal  provision.  There  is  not  a  word  of 
testimony  in  the  record  of  the  hearings 
conducted  by  the  House  committee  on 
this  subject.  There  is  nothing  that  I 
know  of  that  was  sent  to  the  committee 
after  the  hearings  were  closed  that  asked 
for  this  provision.  There  was  some 
testimony  on  the  other  side,  and  then 
the  Senate  adopted  the  provision.  Now 
the  House  is  asked  to  write  it  in,  be¬ 
cause  the  Senate  thinks  it  is  a  good 
thing. 

Mr.  TABER.  Mr.  Speaker,  will  the 
gentleman  yield  for  a  question? 

Mr.  MULTER.  I  am  glad  to  yield  to 
the  gentleman. 

Mr.  TABER.  Is  it  not  a  fact  that  this 
would  wipe  out  the  industries  in  the 
thickly  populated  States,  and  spread 
them  out  into  the  country? 

Mr.  MULTER.  That  is  the  theory 
behind  it.  Wheher  it  would  wipe  them 
out  or  not,  it  would  certainly  prevent 
their  expansion. 

Mr.  DODD.  Mr.  Speaker,  would  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Connecticut. 

Mr.  DODD.  I  wonder  if  the  gentle¬ 
man  would  explain  to  us  the  necessity 
for  this  kind  of  action.  We  are  told  in 
the  report  on  the  amendment  that  this 
is  already  policy.  If  this  is  so,  why 
should  we  be  asked  to  legislate  on  the 
matter?  It  appears  to  me  that  there 
must  be  some  sinister  influence  at  work 
here.  What  is  behind  all  this?  I  wonder 
if  the  gentleman  could  help  us  to  clear 
that  up. 

Mr.  MULTER.  All  I  can  tell  the  gen¬ 
tleman  is  that  if  it  is  policy,  and  appar¬ 
ently  it  has  been  announced  as  policy. 
Dr.  Flemming,  representing  the  Office 
of  Defense  Mobilization  told  the  Sen¬ 
ate  Committee — and  I  take  that  from 
their  hearings — that  the  effectiveness  of 
the  Executive  order  is  reduced  without 
this  provision.  I  say  let  us  not  give  it 
to  them  until  the  House  Committee  on 
Banking  and  Currency  has  considered  it 
fully  again,  heard  all  the  witnesses  and 
reported  to  the  House.  The  House  will 
then  have  an  opportunity  to  debate  it 
and  work  its  will  on  it,  as  it  did  several 
years  ago. 

Mr.  HESELTON.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Massachusetts. 

Mr.  HESELTON.  I  notice  in  the  re¬ 
port  the  words  are  used,  “It  does  not 
require  replacing  existing  industries. 
Why  did  they  not  say  that  it  does  not 
permit  it? 


Mr.  MULTER.  Nor  does  it  permit 
existing  industries  to  expand.  If  you 
have  a  little  shop  in  your  district  that 
wants  a  Government  contract,  but  it 
cannot  do  the  job  unless  it  expands,  then 
ODM  will  say,  if  you  give  them  this  au¬ 
thority,  that  the  Arm  must  expand  at 
some  other  place,  possibly  in  another 
State. 

Mr.  RABAUT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  RABAUT.  The  gentleman  has 
just  brought  up  a  very  good  point.  That 
is  where  the  bite  comes  here.  Take  the 
great  automobile  industry.  As  I  said 
before  the  rollcall,  they  would  place 
that  industry  in  a  goldfish  bowl.  These 
are  businessmen.  They  know  how  far 
they  want  to  expand.  They  know  what 
property  they  have  purchased  for  ex¬ 
pansion.  They  have  the  responsibility 
for  the  use  of  that  property. 

Mr.  MULTER.  I  cannot  cry  too  much 
about  General  Motors  and  the  automo¬ 
bile  industry.  I  know  they  are  in  the 
gentleman’s  district  and  they  could  be 
hurt  by  this  provision  and  we  shouldn’t 
hurt  them.  But  I  am  more  concerned 
about  the  little  fellows  all  over  the  coun¬ 
try  who  would  be  hurt. 

Mr.  RABAUT.  They  are  all  going  to 
be  hurt. 

Mr.  MULTER.  The  gentleman  is  cor¬ 
rect. 

Mr.  DOYLE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  DOYLE.  The  conference  report, 
in  reference  to  amendment  4,  while  not 
numbering  the  bill,  refers  to  H.  R.  9852. 
I  should  like  to  call  attention  to  page  3, 
lines  21  to  25  of  that  bill  and  ask  the 
gentleman  what  his  opinion  is  with  ref¬ 
erence  to  whether  or  not  this  proposal 
would  control  the  granting  of  any  loans 
or  financial  aid. 

Mr.  MULTER.  Unless  I  do  not  under¬ 
stand  the  English  language,  the  lines 
the  gentleman  refers  to  on  page  3  will 
prohibit  Government  loan  or  aid  for  the 
construction,  the  expansion  or  the  im¬ 
provement  of  any — and  I  quote  “any” — 
industrial  facility  in  any  part  of  the 
country. 

Mr.  PATTERSON.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Connecticut. 

Mr.  PATTERSON.  Prom  what  the 
gentleman  has  said,  they  will  not  allow 
expansion  within  one  of  our  congres¬ 
sional  districts.  If  they  do  not  allow 
that,  will  they  then  direct  a  factory 
where  to  go,  or  where  it  may  expand? 

Mr.  MULTER.  Yes.  If  you  need 
Government  assistance  in  order  for  that 
little  plant  to  expand,  they  will  say  that 
you  may  do  it,  provided  that  you  go  to 
the  State  or  the  place  that  they  pick 
out  for  you.  And  you  will  not  get  help 
unless  you  do. 

Mr.  MORANO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Connecticut. 

Mr.  MORANO.  Is  it  not  true  that  if 
you  require  the  geographical  dispersal  of 
plants  you  will  also  require  the  dispersal 
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of  skilled  workers  to  places  where  they 
may  not  want  to  go? 

Mr.  MULTER.  That  is  true. 

Mr.  VANIK.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Ohio. 

Mr.  VANIK.  Is  it  not  a  fact  that  if 
there  is  a  dispersal  it  will  also  mean 
a  dispersal  of  the  defense  installations? 
The  Nike  sites,  and  jet  bases,  will  have 
to  be  dispersed  all  over  the  country. 

Mr.  MULTER.  That  is  supposed  to 
be  the  purpose  of  this  provision. 

Mr.  BOLAND.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Massachusetts. 

Mr.  BOLAND.  Does  not  the  gentle¬ 
man  think  if  we  are  going  to  have  geo¬ 
graphical  dispersal  of  plants  we  ought  to 
have  geographical  dispersal  of  people? 
We  ought  to  move  the  people  out  of  these 
areas,  too.  Does  the  gentleman  believe 
this  is  going  to  be  the  answer  to  safe¬ 
guarding  industry  from  all  the  problems 
of  the  atomic  bomb? 

Mr.  MULTER.  I  think  the  gentle¬ 
man’s  questions  pose  very  real  problems. 
This  provision  will  assure  no  one  of  any 
safety  from  bomb  damage  or  destruction. 

Mr.  BOLAND.  No  matter  where  you 
drop  the  bomb  it  is  going  to  ruin  industry 
no  matter  where  it  is,  North,  East,  South, 
and  West. 

Mr.  MULTER.  That  is  true. 

Mr.  RABAUT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  RABAUT.  It  is  going  to  disrupt 
industry  all  over  the  country. 

Mr.  MULTER.  If  I  can  sense  the 
temper  of  this  House,  I  think  it  agrees 
that  this  conference  report  must  be 
rejected. 

Mr.  TALLE.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Connecti¬ 
cut  [Mr.  Sadlak]. 

(Mr.  SADLAK  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  SADLAK.  Mr.  Speaker,  I  have 
been  anticipated  on  some  of  the  notes  I 
have  made  on  this  very  vital  amendment 
but  I  call  your  attention  to  amendment 
No.  4  as  it  is  referred  to  in  the  state¬ 
ment  of  the  managers  on  the  part  of 
the  House.  The  statement  reads; 

This  amendment  added  to  the  House  bill 
a  new  provision  amending  the  Defense  Pro¬ 
duction  Act  so  as  to  declare  that  it  is  the 
policy  of  Congress  to  encourage  geographi¬ 
cal  dispersal  of  Industrial  facilities  and  to 
provide  that  the  Government,  in  building 
or  assisting  construction  or  improvement  of 
industrial  plants,  and  in  procuring  goods  and 
services,  shall  follow  the  dispersal  principle. 

So  not  only  are  we  affecting  existing 
plants  but  also  the  existing  means  of 
procurement. 

In  my  estimation,  this  bill  will  not 
only  make  us  disunited,  it  will  bring 
about  a  disrupted  national  defense. 

We  want  to  set  here  as  a  matter  of 
congressional  policy  something  on  which 
we  have  had  no  hearings  whatsoever. 
As  has  been  mentioned  by  the  distin¬ 
guished  gentleman  from  New  York  [Mr. 
MulterJ,  we  had  this  very  idea  in  the 


Rains  amendment  some  5  years  ago  and 
we  defeated  it  overwhelmingly. 

If  we  desire  this  dispersed  amendment 
we  ought  to  act  in  a  direct  way;  follow¬ 
ing  the  parliamentary  procedure  pro¬ 
vided  for,  by  having  hearings  on  this 
matter  of  such  vital  importance,  and 
not  doing  it  by  indirection. 

Unfortunately,  at  this  point  in  the 
legislative  process,  the  parliamentary 
situation  is  this :  The  other  body  has  al¬ 
ready  discharged  its  conferees.  We  can¬ 
not  recommit  the  conference  report,  we 
must  of  necessity  defeat  it.  Then  the 
distinguished  gentleman  from  Kentucky, 
the  chairman  of  the  Banking  and  Cur¬ 
rency  Committee  can  ask  for  a  new  con¬ 
ference.  I  ask  you  to  vote  down  this 
conference  report  in  order  that  we,  in 
the  House,  be  given  on  opportunity  to 
deal  directly  with  this  disruptive  geo¬ 
graphical  dispersal  policy  as  it  is  now 
incorporated  in  this  bill. 

(Mr.  SEELY-BROWN  asked  and  was 
given  permission  to  extend  his  remarks 
at  this  point  in  the  Record.) 

Mr.  SEELY-BROWN.  Mr.  Speaker,  I 
am  deeply  disturbed  over  the  fact  that 
the  House  conferees  agreed  to  accept 
the  Senate  amendment  which  added  to 
the  House  bill  a  new  provision  amending 
the  Defense  Production  Act  so  as  to  de¬ 
clare  that  it  is  the  policy  of  Congress 
to  encourage  geographical  dispersal  of 
industrial  facilities. 

In  previous  Congresses,  amendments 
which  would  have  had  the  effect  of  dis¬ 
persing  industries  were  resoundly  de¬ 
feated.  This  year,  the  bill  to  extend  the 
Defense  Production  Act  of  1950,  as 
amended,  did  not  include  the  dispersal 
principle.  In  my  opinion,  it  is,  indeed, 
unfortunate  that  the  House  conferees 
agreed  to  the  Senate  amendment  with¬ 
out  having  the  matter  of  dispersal  fully 
debated  on  the  floor  of  the  House. 

While  the  language  of  the  amendment 
may  appear  to  be  innocent,  it  could,  in 
fact,  be  most  detrimental  to  the  long- 
range  economic  development  of  the  en¬ 
tire  New  England  industrial  region. 

The  amendment  provides  that  the 
Government,  in  building  or  assisting 
construction  or  improvement  of  indus¬ 
trial  plants,  and  in  procuring  goods  and 
services,  shall  follow  the  dispersal  prin¬ 
ciple  when  practicable  and  consistent 
with  existing  law  and  the  desirability  of 
maintaining  a  sound  economy,  where 
such  dispersal  is  in  the  interest  of  na¬ 
tional  defense.  While  there  should  be 
taken  into  consideration  the  many  fac¬ 
tors  entering  into  the  location  of  indus¬ 
trial  plants,  such  as  access  to  raw  mate¬ 
rials,  power,  labor  and  transportation, 
no  safeguards  are  provided  to  make  sure 
that  geographical  dispersal  will  not  be 
the  only  or  principal  factor  considered. 
The  effect  of  the  amendment,  also,  might 
very  well  result  in  the  denial  of  defense- 
production  contracts  not  only  to  our 
great  industrial  firms  in  Connecticut  but 
throughout  New  England. 

Mr.  SPENCE.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  Penn¬ 
sylvania  [Mr.  Holland]. 

Mr.  HOLLAND.  Mr.  Speaker,  if  this 
conference  report  is  accepted,  including 
amendment  No.  4,  the  result  will  be  com¬ 
plete  stagnation  of  all  present  industrial 


districts  in  the  United  States.  The 
words  of  this  amendment  are  far-reach¬ 
ing.  It  does  not  apply  only  to  new  in¬ 
dustries.  To  use  the  exact  words  of  the 
amendment,  it  applies  “in  building  or 
assisting  construction  or  improvement 
of  industrial  plants.  I  emphasize 
the  words  “improvement  of  industrial 
plants.”  This  means  that  in  the  con¬ 
gressional  district  I  represent,  one  of  the 
largest  steel  centers  in  the  United  States, 
there  would  be  no  more  expansion  in 
steel.  At  the  present  time  Jones-Laugh- 
lin  and  the  United  States  Steel  Corp. 
are  contemplating  a  large  expansion 
program  in  and  around  Pittsburgh.  All 
of  these  plans  have  been  made  over  the 
years.  They  are  part  of  the  big  renais¬ 
sance  of  the  big  steel  center  of  Pitts¬ 
burgh.  This  amendment  would  destroy 
our  plans  and  stop  our  progress.  I  am 
sure  the  same  conditions  exist  in  every 
industrial  center  in  the  United  States. 
I  think  we  owe  it  to  the  people  of  the 
great  industrial  centers  of  our  country 
to  defeat  this  amendment.  I  ask,  Mr. 
Speaker,  that  we  refuse  to  accept  this 
conference  report  and  request  that  a 
new  conference  report  be  brought  in 
that  will  not  destroy  the  great  industrial 
centers  of  our  country. 

Mr.  DODD.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  HOLLAND.  I  yield. 

IMr.  DODD.  Mr.  Speaker,  I  compli¬ 
ment  the  gentleman  for  his  remarks  and 
associate  myself  with  him. 

It  strikes  me  as  strange  that  the  House 
Members  who  met  in  conference  with 
certain  Members  of  the  Senate  with  re¬ 
spect  to  the  legislation  extending  the  De¬ 
fense  Pi’oduction  Act  should  come  back 
to  us  with  an  amendment  having  to  do 
with  geographical  dispersal  of  industrial 
facilities. 

It  is  strange  to  me  because  when  this 
same  legislation  was  before  us  no  men¬ 
tion  was  made  of  this  proposal,  probably 
because  the  committee  members  knew 
that  in  recent  years  every  effort  to  write 
legislation  of  this  kind  in  the  House  of 
Representatives  has  met  with  defeat. 

It  is  a  fair  assumption,  therefore,  that 
those  who  for  several  years  have  been 
trying  to  achieve  industrial  dispersal  de¬ 
cided  this  year  to  circumvent  the  House 
of  Representatives. 

From  a  legislative  standpoint,  what 
has  happened  is  perfectly  clear.  The 
amendment  was  adopted  in  the  other 
body  and  approved  in  conference  and  as 
a  result  we  are  faced  with  a  difficult 
parliamentary  situation  today. 

In  the  first  place,  there  is  not  nearly 
adequate  time  for  the  discussion  of  such 
an  important  matter,  and  in  the  second 
place  we  find  ourselves  with  a  kind  of 
legislative  pistol  at  our  heads  because 
we  are  told  that  unless  the  House  now 
approves  the  extension  of  the  Defense 
Production  Act  with  this  amendment, 
that  act  will  expire. 

All  of  these  maneuvers  Increase  my 
suspicion  with  respect  to  the  geographi¬ 
cal  dispersal  amendment  and  make  me 
wonder  exactly  what  is  in  the  minds  of 
those  who  seek  this  kind  of  congressional 
authorization. 

We  have  been  told  this  afternoon  that 
the  administration  supports  this  measure 
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and  we  have  also  been  told  that  this 
amendment  will  but  give  approval  to  al¬ 
ready  established  policies  in  the  OflBce 
of  Defense  Mobilization  and  the  Depart¬ 
ment  of  Defense. 

If  this  is  so,  the  question  arises  in  my 
mind  as  to  why  we  are  called  upon  to 
make  law  with  respect  to  policies  already 
established. 

Mr.  Speaker,  I  have  listened  carefully 
to  the  debate  thus  far  and  I  have  heard 
no  good  reasons  advanced  for  the  adop¬ 
tion  of  this  amendment  in  the  confer¬ 
ence  report. 

I  am  deeply  fearful  that  the  real  pur¬ 
pose  behind  this  series  of  strange  ma¬ 
neuvers  is  to  gain  economic  advantages 
for  certain  parts  of  this  country  at  the 
expense  of  others. 

Until  and  unless  those  who  urge  our 
approval  for  this  type  of  policy  give  bet¬ 
ter  reasons  than  advanced  here  today, 

I  will  not  vote  for  this  legislation  and  I 
urge  my  colleagues  to  vote  it  down. 

(Mr.  DODD  asked  and  was  given 
permission  to  revise  and  extend  his 
x'0md>r*l^s ) 

(Mr.  BOLAND  asked  and  was  given 
permission  to  extend  his  remarks  at  this 
point.) 

[Mr.  BOLAND’S  remarks  will  appear 
hereafter  in  the  Appendix.] 

Mr.  TALLE.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Michigan 
[Mr.  Ford]. 

(Mr.  FORD  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  FORD.  Mr.  Speaker,  it  is  unbe- 
lieveable  that  any  member  of  this  body 
who  comes  from  an  industrial  State 
would  approve  this  conference  report. 
Speaking  for  Michigan,  I  want  to  point 
out  that  we  in  our  State  have  the  plants,, 
facilities,  manpower,  trained  personnel 
and  the  knowhow  to  undertake  a  great 
deal  of  the  defense  production  work 
which  is  before  us.  Let  me  point  out  one 
thing  in  particular.  In  the  Department 
of  Defense  appropriation  bill  for  fiscal 
1957,  it  is  my  belief  there  is  approxi¬ 
mately  $5  billion  for  production  of  guided 
missiles.  That  kind  of  production  will 
require  new  plants,  the  expansion  of 
existing  facilities.  If  we  put  our  stamp 
of  endorsement  on  this  language,  it 
means  that  industrial  States,  including 
the  State  of  Michigan,  will  be  precluded 
from  participating  in  this  kind  of  pro¬ 
duction  for  the  Armed  Forces.  I  say  to 
you,  it  would  not  only  be  bad  from  the 
defense  point  of  view  to  throw  away  all 
of  this  available  talent  and  facilities,  but 
in  our  State  it  would  have  a  very  serious 
psychological  impact  at  a  very  bad  time 
from  our  economic  point  of  view. 

Mr.  JACKSON.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  FORD.  I  yield. 

Mr.  JACKSON.  I  want  to  associate 
myself  with  the  remarks  of  the  gentle¬ 
man  as  they  pertain  to  the  great  industry 
in  his  State,  and  also  to  say  that  the 
same  situation  pertains  to  the  aircraft 
industry  in  the  State  of  California  and 
on  the  west  coast  generally. 

Mr.  FORD.  There  is  no  reason  what¬ 
soever  why  a  State  like  Michigan  or  any 
other  industrial  State  should  be  pre¬ 
cluded  from  getting  into  the  future  pro¬ 


curement  for  the  national  defense  pro¬ 
gram.  This  legislation,  if  approved, 
would  stop  us  from  getting  into  that  type 
of  new  procurement. 

Mr.  DONDERO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  FORD.  I  yield. 

Mr.  DONDERO.  I  want  to  associate 
myself  with  the  remarks  of  the  gentle¬ 
man  from  Michigan  because  he  is  ex¬ 
pressing  my  views  on  this  very  matter. 

Mr.  RABAUT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  FORD.  I  yield. 

Mr.  RABAUT.  The  gentleman  is  ab¬ 
solutely  correct  in  what  he  has  said.- 
But,  over  and  above  that,  you  would  have 
a  complete  dispersion  of  many  families  in 
the  area.  Families  cannot  follow  plants 
as  you  move  them  wholesalelike  all  over 
the  Nation.  'Where  will  housing  be 
found?  What  about  schools,  and  so 
forth? 

Mr.  FORD.  We  have  the  personnel, 
the  facilities,  and  the  know-how  to 
handle  this  kind  of  work.  There  is  no 
reason  that  I  can  understand  why  we 
should  be  precluded  from  undertaking 
that  kind  of  procurement.  Approval  of 
the  conference  report  will  hurt  Michi¬ 
gan  seriously. 

Mr.  PATTERSON.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  FORD.  I  yield. 

Mr.  PATTERSON.  I  agree  with  the 
gentleman,  but  would  we  not  be  going 
one  step  further.  Would  we  not  be  tak¬ 
ing  the  powers  away  from  the  Congress, 
which  we  now  have,  which  powers  are 
given  to  us  by  the  Constitution? 

Mr.  FORD.  I  want  it  clearly  under¬ 
stood  that  under  no  circumstances  can 

1  endorse  what  the  managers  on  the 
part  of  the  House  have  said  on  page  1, 
and  I  urge  rejection  of  the  conference 
report. 

Mr.  TALLE.  Mr.  Speaker,  I  must  now 
appeal  to  the  chairman  of  the  committee 
for  more  time  because  I  have  much  de¬ 
mand  on  this  side  for  time  and  I  am 
now  down  to  my  last  5  minutes. 

Mr.  SPENCE.  Mr.  Speaker,  I  yield  5 
minutes  to  the  gentleman. 

Mr.  TALLE.  I  am  grateful  to  my 
chairman. 

Mr.  DIES.  Mr.  Speaker,  if  the  gen¬ 
tleman  will  yield:  is  any  time  allotted 
for  the  proponents? 

Mr.  TALLE.  Mr.  Speaker,  I  now  yield 

2  minutes  to  the  gentleman  from  Cali¬ 
fornia  [Mr.  McDonough]. 

Mr.  McDonough.  Mr.  speaker,  I 
am  sure  the  Members  fully  understand 
the  importance  of  the  kind  of  action  we 
are  about  to  take,  to  declare  it  the  policy 
of  Congress  to  disperse  into  geographical 
areas  the  services  and  materials  for  war 
production.  That  means  we  are  entering 
into  a  new  phase  of  a  planned  economy. 
We  are  not  only  saying  that  the  plant 
shall  be  located  in  a  certain  location  but 
the  labor  has  to  be  moved  to  that  loca¬ 
tion  in  order  to  provide  the  service  to 
operate  the  plant. 

We  have  had  no  hearings  and  no  un¬ 
derstanding  as  far  as  the  attitude  of  var¬ 
ious  Members  of  Congress  is  concerned, 
but  there  is  a  bill  coming  before  you  that 
has  to  do  with  unemployment  in  de¬ 
pressed  areas.  We  have  held  extensive 


hearings  on  that.  There  has  been  di¬ 
vided  opinion  in  the  committee.  That  is 
another  move  in  the  direction  of  planned 
economy. 

This  conference  report  should  be  de¬ 
feated,  because  you  will  have  an  oppor¬ 
tunity  to  hear  the  whole  story  about  geo¬ 
graphical  location  of  industries  when 
this  other  bill  comes  before  the  House. 

By  the  adoption  of  this  conference  re¬ 
port  we  are  approving  a  means  and 
method  to  disrupt  the  economy  of  all  the 
large  industrial  areas  in  the  Nation  and 
also  giving  the  Defense  Mobilizer  and 
Secretary  of  Defense  the  authority  to 
move  thousands  of  skilled  and  unskilled 
workers  from  their  present  homes  to  new 
locations. 

I  ui'ge  the  defeat  of  this  report. 

Mr.  MADDEN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MCDONOUGH.  I  yield. 

Mr.  MADDEN.  I  want  to  commend 
the  gentleman  for  his  statement.  The 
gentleman  from  Texas  [Mr.  Dies]  asked 
about  hearing  from  some  of  the  pro¬ 
ponents.  I  cannot  understand  how  any 
Member  who  has  read  this  amendment 
could  be  for  the  amendment,  because  it 
would  completely  revolutionize  industry 
in  this  country  if  it  is  carried  out  the 
way  this  amendment  is  written.  This 
amendment  says:  “It  is  the  policy  of 
Congress  to  encourage  geographical  dis¬ 
persal  of  industrial  facilities.”  This 
amendment  allows  the  bureaucrats  to 
supervise  industrial  location  and  expan¬ 
sion  under  the  umbrella  of  defense. 

It  is  remarkable  that  the  support  for 
this  amendment  comes  from  areas  where 
very  little  industry  is  now  located. 
Several  distressed  areas  would  not  exist 
today  if  Secretary  of  Defefise  Wilson 
did  not  siphon  billions  of  dollars  of  de¬ 
fense  contracts  to  General  Motors. 
Studebaker,  at  South  Bend,  Ind.,  and 
other  independent  automobile  factories 
have  been  hit  hard  since  General  Motors 
took  over  the  Defense  Department. 
This  amendment  will  encourage  that 
policy. 

Mr.  McDonough.  I  appreciate  the 
gentleman’s  comments. 

(Mr.  MADDEN  asked  and  was  given 
permission  to  revise  and  extend  his  re- 
iridii*ks  ) 

Mr.  SIEMINSKI.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  McDonough.  I  yield. 

Mr.  SIEMINSKI.  Is  there  a  provision 
that  would  allow  the  Department  of  De¬ 
fense,  in  the  event  of  a  forced  disloca¬ 
tion  of  people  and  activity,  to  cite  that 
such  new  activities  and  facilities  could 
be  set  up  in  a  new  area?  Suppose  an 
act  of  God  came  along  and  disrupted  the 
whole  economy,  would  this  bill  take  care 
of  such  disruption? 

Mr.  MCDONOUGH.  No.  It  has  no 
reference  to  that  at  all. 

The  SPEAKER  pro  tempore  (Mr. 
Mills).  The  time  of  the  gentleman 
from  California  [Mr.  McDonough]  has 
expired. 

Mr.  SPENCE.  Mr.  Speaker,  I  yield  8 
minutes  to  the  gentleman  from  Alabama 
[Mr.  Rains]. 

Mr.  RAINS.  Mr.  Speaker,  I  have  been 
amazed  at  some  of  the  statements  that 
have  been  made  in  this  rather  uproari- 
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ous  debate.  I  wonder  if  some  of  my 
distinguished  colleagues  realize  that 
what  you  say  in  this  conference  report 
might  become  evidence  against  you, 
when  I  know  you  were  overtestifying  in 
your  own  behalf. 

The  simple  truth  is  that  we  are  losing 
sight  of  the  real  purpose  of  the  amend¬ 
ment.  From  some  of  the  debate  we  get 
more  heat  than  light. 

I  also  come  from  a  great  industrial 
center.  But  this  amendment  does  not 
prevent  expansion  of  industry.  I  have 
listened  to  statements  here  to  the  effect 
that  if  this  became  law  General  Motors 
could  not  build  a  plant  any  place  it 
wanted  to.  All  this  does  is  to  say  to  the 
people  of  America,  the  taxpayers,  yours 
and  mine,  that  where  we  spend  your  dol¬ 
lars  for  defense,  we  must  spend  it  in 
those  places  where  it  will  not  be  subject 
to  destruction  by  atomic  attack. 

This  bill  is  a  bill  for  the  defense  of 
this  country.  This  bill  is  for  the  defense 
of  the  Nation — not  to  promote  industry. 
This  bill  is  to  take  care  of  the  taxpayers 
of  America  who  are  paying  the  defense 
hills — yours  and  mine — and  not  to  take 
care  of  any  industry  in  any  particular 
place. 

I  think  we  ought  to  look  in  the  De¬ 
fense  Production  Act  at  the  defense  in¬ 
terests  involved,  just  a  little  bit.  This 
bill  is  not  half  the  bugaboo  the  gentle¬ 
men  would  have  you  believe.  I  invite 
your  calm  and  sober  reading  of  just  what 
it  actually  says.  It  does  not  prevent 
the  expansion  of  existing  facilities.  It 
does  not  say  that  a  plant  must  be  moved 
to  another  State.  There  is  in  both  the 
conference  report  and  the  bill  itself  the 
statement  that  the  Office  of  Defense  Mo¬ 
bilization  shall  take  into  consideration 
all  of  the  factors  involved.  I  have  heard 
statements  made  on  the  floor  which 
would  make  one  think  we  were  going  to 
move  General  Motors  out  of  Detroit. 
There  is  nothing  in  the  bill  that  would 
allow  it  to  be  done  or  even  suggest  that 
it  be  done.  There  is  not  a  single  pro¬ 
vision  in  here  to  prevent  the  expansion 
of  existing  facilities  if  in  the  interest 
of  national  defense. 

This  is  a  very  important  and  vital 
amendment  if  we  are  concerned  with  na¬ 
tional  defense.  Much  excitement  has 
been  created  because  of  telegrams  that 
pour  in  from  chambers  of  commerce  and 
people  who  do  not  understand  the  prob¬ 
lem  involved. 

Mr.  THOMAS.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  RAINS.  I  yield  to  the  gentleman 
from  Texas. 

Mr.  THOMAS.  I  wonder  if  the  gentle¬ 
man  from  Alabama  would  make  it  crystal 
clear  to  us  whether  or  not  we  will  prevent 
General  Motors,  if  it  wants  to  spend  its 
own  money,  prevent  it  from  spending  it 
where  and  when  it  gets  ready  to  do  so. 

Mr.  RAINS.  The  answer,  of  course,  is 
completely  and  totally  obvious;  There  is 
not  one  line  in  this  bill  that  would  pre¬ 
vent  it;  and  all  of  the  statements  that 
have  been  made  to  the  contrary  are  not 
in  point  and  are  not  in  keeping  with  the 
bill  itself. 

Mr.  MORANO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  RAINS.  I  yield. 


Mr.  MORANO.  It  may  not  prevent 
General  Motors  from  spending  its  own 
money  to  erect  an  expanded  plant,  but 
would  it  not  prevent  General  Motors 
from  getting  a  contract  from  ODM  in 
that  expanded  plant? 

Mr.  RAINS.  The  gentleman  from 
Connecticut  is  reading  things  in  here 
that  are  not  in  the  bill  or  in  the  report 
whatsoever. 

Mr.  MORANO.  Would  the  gentleman 
answer  that  question? 

Mr.  RAINS.  I  have  answered  the 
question. 

Mr.  MORANO.  And  the  answer  the 
gentleman  says  is  “No”? 

Mr.  RAINS.  The  answer  is  “No.” 
Now,  let  me  ask  the  gentleman  one  ques¬ 
tion,  since  he  is  taking  my  time.  If  the 
Office  of  Defense  Mobilization  said  that 
it  was  in  the  interest  of  national  defense 
and  the  safety  of  the  United  States  to 
move  a  section  of  the  plant,  a  new  section 
which  was  being  built,  50  miles  outside  of 
the  gentleman’s  city,  would  the  gentle¬ 
man  be  for  it  or  against  it? 

Mr.  MORANO.  From  the  fact  that  the 
gentleman  has  asked  me  that  question  he 
admits  and  concedes  that  the  Govern¬ 
ment  could  move  the  plant  outside 
Detroit. 

Mr.  RAINS.  No;  that  is  not  what  I 
said.  I  did  not  say  that  at  all. 

Mr.  DOYLE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  RAINS.  I  yield  to  the  gentleman 
from  California. 

Mr.  DOYLE.  First  I  want  to  ask  unan¬ 
imous  consent  to  extend  my  remarks. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Cali¬ 
fornia? 

There  was  no  objection. 

Mr.  DOYLE.  I  call  the  gentleman’s  at¬ 
tention  to  the  fact  that  the  conference 
report  states  that  the  amendment  does 
not  apply  the  principle  of  dispersal  to  ex¬ 
isting  plants;  but  in  the  act  itself  on  page 
3,  to  which  the  gentleman  has  referred,  it 
clearly  states  that  in  the  rendition  of  any 
Government  financial  assistance  it  does 
apply  to  the  construction,  expansion,  or 
improvement  of  any  industrial  facilities. 
Is  it  not  true,  therefore,  that  it  does  apply 
to  the  expansion  or  improvement  of  any 
existing  industrial  facility  if  that  facility 
gets  any  Government  assistance? 

Mr.  RAINS.  That  is  not  correct,  be¬ 
cause  the  section  carries  with  it  other 
saving  clauses  which  the  gentleman 
failed  to  read. 

Mr.  GROSS.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  RAINS.  I  yield  to  the  gentleman 
from  Iowa. 

Mr.  GROSS.  The  gentleman  is  mak¬ 
ing  an  excellent  statement.  If  the  tax¬ 
payers’  money  is  used  why  should  not 
the  Government  insist  upon  construction 
of  a  facility  somewhere  other  than  in  a 
target  area?  Why  not? 

Mr.  RAINS.  I  can  only  say  that  in 
the  days  since  World  War  II  this  par¬ 
ticular  bill  has  had  the  approval  of  the 
National  Security  Council  in  other  ad¬ 
ministrations  as  well  as  in  this  one. 

I  would  like  to  say  one  other  thing. 
If  you  have  the  idea  that  you  can  send 
us  back  to  conference  with  the  Senate 
of  the  United  States,  those  of  you  who 


have  been  there,  and  if  you  read  the 
Senate  debate  between  two  distinguished 
Republicans  in  the  United  States  Sen¬ 
ate,  one  of  them  the  author  of  this 
amendment,  and  think  they  are  going 
to  surrender  a  4  to  1  vote  you  have 
another  thought  coming.  Too,  if  you 
have  some  idea  that  the  people  of  this 
country  will  not  wonder  about  letting 
the  Defense  Production  Act  with  all  of 
the  activities  which  it  must  carry  for  the 
national  defense,  expire  and  go  into 
limbo  simply  because  of  some  selfish 
interest  or  imagination  about  a  plant,  I 
am  sure  you  are  wrong. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Alabama  has 
expired. 

Mr.  SPENCE.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Cali¬ 
fornia  [Mr.  Holifield]. 

Mr.  HOLIFIELD.  Mr.  Sjreaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  the  privilege  of  extending  their 
remarks  at  this  point  in  the  Record  on 
the  conference  report  now  being  con¬ 
sidered. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  California? 

There  was  no  objection. 

Mr.  FOGARTY.  Mr.  Speaker,  in  its 
present  form,  I  am  forced  into  opposition 
to  the  Defense  Production  Act  presently 
before  us.  I  cannot  vote  for  this  bill  as 
long  as  it  contains  the  Senate  amend¬ 
ment  providing  for  geographical  dis¬ 
persal. 

I  understand  that  the  amendment  as 
approved  by  the  Senate  reads  as  follows; 

In  order  to  insure  productive  capacity  in 
the  event  of  such  an  attack  on  the  United 
States,  it  is  the  policy  of  the  Congress  to  pro¬ 
mote  the  geographical  dispersal  of  the  in¬ 
dustrial  facilities  of  the  United  States  in 
the  interest  of  national  defense,  and  to  dis¬ 
courage  the  concentration  of  such  pro¬ 
ductive  facilities  within  limited  geographical 
areas  which  are  vulnerable  to  attack  by  an 
enemy  of  the  United  States. 

I  am  particularly  concerned  with  the 
interpretation  which  might  be  placed 
upon  the  phrase  “geographical  dispersal” 
by  some  of  the  executive  agencies  should 
this  section  become  law.  My  own  State 
of  Rhode  Island  because  of  its  relatively 
small  size  in  comparison  to  its  industrial 
capacity  could  be  disastrously  hit  should 
the  executive  branch  adopt  a  loose  inter¬ 
pretation  of  this  provision. 

Heretofore,  the  matter  of  plant  dis¬ 
persal  has  been  considered  exclusively 
on  the  basis  of  satisfactory  location 
within  a  certain  section  or  area  and  the 
idea  of  scattering  industrial  plants 
throughout  the  land  has  been  repudi¬ 
ated.  A  broad  interpretation  of  this 
amendment  as  read  today  could  possibly 
rule  out  the  entire  State  of  Rhode  Island 
as  a  suitable  location  for  industrial 
facilities  simply  because  of  the  fact  that 
the  city  of  Providence,  with  its  concen¬ 
tration  of  defense  production  plants, 
virtually  dominates  the  entire  State. 

The  amendment  further  states  that 
this  principle  of  geographical  dispersal 
shall  be  considered  by  the  Government 
in  matters  of  financial  assistance  for 
construction,  expansion,  or  improvement 
of  defense  production  facilities  and  also 
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in  the  procurement  of  goods  and  services. 
A  loose  interpretation  of  this  phrase 
could  deal  a  death  blow  to  the  hopes  and 
aspirations  of  many  of  our  Rhode  Island 
communities  which  are  so  desperately 
striving  to  pull  themselves  up  virtually 
by  their  own  bootstraps  to  a  secure  plane 
of  economic  stability.  A  perfect  example 
of  the  damage  which  could  be  caused  is 
the  city  of  Woonsocket  which  already 
qualifies  as  a  distressed  area  in  other 
matters  relating  to  Federal  assistance 
and  which  has  been  doing  an  excellent 
job  in  industrial  redevelopment.  Pas¬ 
sage  of  the  Defense  Production  Act  with 
this  section  intact  could  conceivably  re¬ 
verse  all  the  work  the  city  of  Woonsocket 
has  done  and  plunge  that  community 
into  the  abyss  of  economic  chaos. 

We,  in  Rhode  Island,  have  long  been 
suffering  from  the  problems  which  neces¬ 
sarily  attach  to  a  1-  or  2-industry  State. 
We  know  intimately  the  burdens  inflicted 
by  the  flight  of  the  textile  industry  to 
mills  in  the  South  and  the  movement  of 
the  center  of  the  machinery-manufac¬ 
turing  industry  to  the  Middle  West.  We 
further  know,  however,  that  we  still  have 
the  exceptional  skills  of  our  people — 
skills  which  can  be  used  by  other  types 
of  industry. 

Both  public  and  private  sources  have 
been  constantly  working  with  diligent 
effort  to  bring  to  Rhode  Island  diversi¬ 
fied  industries.  All  this  effort  will  be 
wiped  out,  I  am  convinced,  should  the 
bill  before  us  today  be  approved  with  the 
geographical  dispersal  still  included  in  it. 

Tliat  amendment  will  certainly  be  con¬ 
sidered  as  virtually  a  warning  to  any 
interested  industry  to  stay  away  from 
Rhode  Island.  It  implies  that  the  Fed¬ 
eral  Government  may  step  in  to  wreck 
their  operations. 

In  this  amendment,  Mr.  Speaker,  I  see 
all  the  efforts  of  our  Rhode  Island  com¬ 
munities  being  jeopardized,  and  I  cannot 
in  good  conscience  register  my  vote  in 
favor  of  the  bill  so  long  as  the  geographi¬ 
cal-dispersal  amendment  attaches  to  it. 

I  intend  therefore  to  vote  against  it. 

Mr.  CRETELLA.  Mr.  Speaker,  I  am 
opposed  to  the  conference  report  accom¬ 
panying  H.  R.  9852,  a  bill  to  extend  the 
Defense  Production  Act  of  1950,  and  am 
extremely  disappointed  that  managers  on 
the  part  of  the  House  saw  fit  to  include 
in  the  report,  amendment  No.  4,  which 
adds  a  new  provision  to  the  present  De¬ 
fense  Pi’oduction  Act  so  as  to  declare  it 
the  policy  of  Congress  to  encourage  geo¬ 
graphical  dispersement  of  industrial  fa¬ 
cilities,  and  in  providing  that  the  Gov¬ 
ernment  in  building  or  assisting  con¬ 
struction  or  improvement  of  industrial 
plants  and  in  procuring  goods  and  serv¬ 
ices  shall  follow  the  dispersal  principle 
when  practicable  and  consistent  with 
existing  law. 

There  is  no  question  in  my  mind  but 
that  this  is  a  back  door  attempt  to  fur¬ 
ther  pirate  industries  in  the  industrial 
areas  to  be  established  in  other  localities 
under  the  guise  that  their  present  loca¬ 
tion  may  become  a  delicate  area  in  the 
event  of  war.  In  my  opinion,  in  the 
event  of  an  all-out  war,  I  do  not  believe 
there  is  any  part  of  the  United  States 
which  would  not  be  vulnerable  to  attack 
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and  there  would  be  no  part  of  the  United 
States  which  would  be  safer  than  any 
other. 

Those  of  us  representing  Industrial 
areas  have  aheady  felt  the  impact  of  in¬ 
dustry  being  removed  from  our  midst 
either  by  volition  on  the  part  of  manage¬ 
ment  or  because  of  the  lure  and  induce¬ 
ments  held  out  to  them  by  those  of  other 
States  who  have  shown  by  their  offers 
that  they  are  able  to  take  care  of  these 
plants  by  reduced  taxes,  cheap  power, 
and  other  benefits. 

We  of  the  present  industrial  area  have 
been  contributing  to  the  funds  which 
have  made  all  of  this  possible  and  what 
we  are,  in  fact,  doing  is  indirectly  de¬ 
priving  ourselves  of  the  wherewithal  to 
produce  and  the  industries  which  have 
made  our  country  so  highly  productive. 
While  it  has  been  said  on  the  floor  of 
the  House  that  there  is  no  sectionalism 
involved  in  those  who  are  supporting  this 
amendment,  I  am  convinced  that  there  is 
no  other  reason  which  prompts  their  ac¬ 
tion.  Hiding  behind  the  cloak  of  na¬ 
tional  defense  is  only  a  sham. 

I  trust  that  enough  Members  of  this 
Congress  can  see  the  hypocrisy  behind 
the  move  to  include  this  amendment  in 
this  report  and  telling  us  that  if  we  vote 
against  the  report  we  are,  in  effect,  kill¬ 
ing  the  Defense  Production  Act  which 
expires  within  the  next  2  days. 

If  the  proponents  were  so  interested  in 
its  continuation  it  would  appear  that 
they  would  have  put  up  a  greater  re¬ 
sistance  to  the  inclusion  of  the  amend¬ 
ment  rather  than  submit  it  meekly  to 
its  incorporation  in  the  report. 

DISPERSAL  AMENDMENT  GIVES  GOVERNMENT 
GREAT  POWER 

Mrs.  SULLIVAN.  Mr.  Speaker,  earlier 
I  asked  the  distinguished  chairman  of 
the  Committee  on  Banking  and  Currency 
several  questions  about  the  affect  of  the 
dispersal  amendment  on  industry  in 
areas  such  as  St.  Louis,  where  we  are 
heavily  industrialized.  As  always,  the 
gentleman  from  Kentucky  was  most 
forthright  and  helpful.  It  is  seldom  in¬ 
deed  that  I  do  not  follow  his  leadership 
on  legislation  coming  before  our  com¬ 
mittee.  In  this  instance,  however,  I 
must  vote  to  recommit  the  conference 
bill  to  strike  this  amendment. 

The  dispersal  amendment  was  not  in 
the  House  bill.  It  was  added  in  the  Sen¬ 
ate.  In  conference  it  has,  perhaps,  been 
watered  down  a  little,  to  use  the  word 
“encourage”  in  place  of  the  word  “pro¬ 
mote.” 

But  I  am  nevertheless  afraid  that  in 
“encouraging”  dispersal  of  industry,  the 
vast  powers  of  the  Federal  Government 
in  allocations,  or  in  the  use  of  the  tax 
amortization  laws,  can  be  used  very  defi¬ 
nitely  to  the  disadvantage  of  existing 
industrial  centers.  Does  this  mean  that 
a  firm  cannot  expand  its  facilities  with¬ 
out  suffering  substantial  tax  penalties 
sufficient  to  persuade  it  to  go  elsewhere? 
Does  it  mean  a  firm  in  St.  Louis  with  a 
plant  which  is  becoming  obsolete  or  ob¬ 
solescent,  would  be  pushed  into  closing  it 
down  and  building  a  replacement  plant 
elesewhere? 

The  chairman  has  said  that  it  applies 
only  where  there  would  appear  to  be  rm- 


due  concentration  of  a  particular  defense 
industry.  Do  we  mean  undue  from  the 
standpoint  of  some  underdeveloped  area 
of  the  country  looking  for  new  indus¬ 
tries,  or  undue  from  the  standpoint  of  an 
atomic  bomb  attack,  or  undue  from  the 
standpoint  of  competing  firms  or  com¬ 
peting  industries?  This  is  a  pretty  broad 
range  of  possibilities. 

What  I  very  much  fear  is  that  with  an 
amendment  like  this  written  into  the  law, 
the  Government  administrators  might 
well  believe  they  have  been  advised  and 
instructed — directed,  you  might  say — by 
Congress  to  push  industry  out  of  the  in¬ 
dustrialized  centers  and  set  it  up  instead 
in  the  weed  patches  of  undeveloped  or 
underdeveloped  States. 

If  the  amendment  is  intended  to  pro¬ 
tect  us  against  hydrogen  bomb  attack, 
it  is  indeed  a  very  weak  reed.  The  Civil 
Defense  Administration  says  there  is 
only  one  real  defense  and  that  is  peace. 
We  are  told  that  in  order  to  be  reason¬ 
ably  secure,  we  should  build  underground 
shelters  and  factories  where  we  could 
remain  up  to  3  weeks  after  a  bomb  is 
dropped. 

Now  moving  a  plant  out  of  St.  Louis 
to  a  weed  patch  somewhere  is  no  solution 
unless  there  is  the  guaranty  the  enemy 
will  not  drop  any  bombs  near  the  new 
location.  How  far  off  was  the  Bilcini 
bomb — how  many  miles  off  target? 

No,  Mr.  Speaker,  I  do  not  think  we 
protect  our  country’s  defense  potential 
with  a  few  words  like  this  inserted  in 
the  Defense  Production  Act.  If  we  are 
to  have  our  defense  industries  made 
secure  against  attack,  then  we  must  build 
them  underground,  I  suppose.  We  must 
do  a  real  and  effective  job  of  protecting 
our  industrial  potential,  and  we  have  not 
done  it  up  to  now,  just  as  we  have  not 
protected  our  civilian  population. 

But  let  us  not  play  at  this  and  pretend 
we  are  safeguarding  our  production  fa¬ 
cilities,  when  all  we  seem  to  be  doing  is 
to  make  it  harder  for  existing  industrial 
centers  to  hold  on  to  their  industries 
under  the  pressures  from  our  own  Gov¬ 
ernment  to  disperse  us  into  unemploy¬ 
ment  and  economic  disaster.  I  cannot 
vote  for  this  conference  report. 

Mr.  VANIK.  Mr.  Speaker,  a  reap¬ 
praisal  of  the  Defense  Production  Act  is 
long  overdue.  The  wide-scale  economic 
effect  of  the  activities  of  this  important 
function  should  be  carefully  scrutinized. 
The  administration  of  this  law  has  gone 
far  beyond  its  originally  stated  concepts. 
Defense  mobilizing  is  used  in  our  econ¬ 
omy  to  prop  up  sagging  conditions  in 
various  businesses  and  industries. 

In  the  stockpiling  of  strategic  metals, 
the  emphasis  seems  to  be  on  the  estab¬ 
lishment  of  a  program  of  price  supports 
for  certain  mining  industries.  The  need 
for  a  price-support  program  for  the  de¬ 
velopment  of  a  domestic  metals  industry 
may  be  justified,  but  that  kind  of  activ¬ 
ity  should  bear  a  proper  label  and  should 
not  be  classified  as  “production  for  de¬ 
fense.” 

Although  this  legislation  does  not  au¬ 
thorize  the  accelerated  amortization 
program  which  is  in  the  jui'isdiction  of 
the  Ways  and  Means  Committee,  that 
committee  is  undoubtedly  affected  by 
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the  discretion  of  the  Banking  and  Cur¬ 
rency  Committee  relating  to  an  exten¬ 
sion  of  the  Defense  Production  Act. 

It  is  high  time  to  calculate  the  cost  of 
the  accelerated  amortization  program 
and  to  determine  whether  there  is  a 
more  efficient  way  to  create  productive 
facilities  in  the  interests  of  national  de¬ 
fense.  Defense  Mobilizer  Flemming  tes¬ 
tified  that  tax  certificates  have  already 
been  granted  to  the  extent  of  $18  billion 
or  60  percent  of  the  cost  of  expanded 
facilities.  In  view  of  the  fact  that  these 
certificates  have  been  granted  at  a  high- 
income  period,  it  may  be  assumed  that 
a  good  portion  of  the  cost  of  this  expan¬ 
sion  would  have  otherwise  flowed  to 
Government  as  taxable  income.  Dr. 
Flemming  stated  he  did  not  know 
whether  it  would  have  cost  less  for  the 
Government  to  have  collected  the  taxes 
due  and  paid  for  the  expanded  facilities 
on  a  direct  contract  basis. 

The  recent  wide-scale  grant  of  quick 
depreciation  certificates  for  expansion  of 
power  facilities  is  certainly  questionable. 
Most  public  utilities  already  operate  on 
a  cost-plus  basis.  The  tax  amortization 
certificates  were  granted  in  many  cases 
where  expansion  would  have  been  under¬ 
taken  without  them.  The  granting  of 
these  certificates  constitutes  a  needless 
bonus  to  this  large  and  powerful  indus¬ 
try. 

The  current  June  25  release  of 
amortization  certificates  includes  a  vast 
number  of  applications  previously  denied 
and  lists  electrical  power  company  ex¬ 
pansions  in  the  name  of  national  defense 
in  predominantly  rural  areas  including 
some  in  Ohio  such  as  Tiffin,  Kenton, 
Brilliant,  and  Forest,  Ohio.  To  my  best 
knowledge,  no  intensive  defense  enter¬ 
prise  operates  in  either  Brilliant  or 
Forest,  Ohio.  The  current  list  of  certi¬ 
ficates  includes  certificates  for  the  Phil¬ 
lips  Realty  Co.,  of  Bartlettsville,  Okla.,  a 
wholly  owned  subsidiary  of  the  Phillips 
Petroleum  Co.  Ostensibly,  the  Phillips 
Realty  Co.  is  engaged  in  plastic  research. 
This  is  indeed  an  extraordinary  enter¬ 
prise  for  a  realty  corporation. 

Among  the  other  interesting  attrac¬ 
tions  in  the  current  list  of  certificates 
of  necessity  we  find  that  Jack  Cohen, 
of  New  York  City,  has  received  a  railroad 
freight  car  certificate  for  $206,000;  that 
Edwin  L.  Weigand,  of  Miama,  Fla.,  has 
received  a  similar  $206,000  certificate; 
while  Mrs.  Georgene  Renick,  of  Las 
Vegas,  Nev.,  has  also  picked  up  a  $99,000 
certificate.  If  these  individuals  can  ob¬ 
tain  these  certificates,  why  cannot  any¬ 
one  else?  And  if  these  individual  per¬ 
sons  can  obtain  certificates,  can  they 
become  a  transferable  asset  which  may 
be  assigned  to  someone  else  at  a  profit? 

It  is  particularly  important  in  this 
campaign  year  that  political  use  not  be 
made  of  the  quick  tax  write-off  certifi¬ 
cates.  The  danger  is  ever  present.  The 
current  trend  of  diffused  certificate 
grants  appears  to  be  more  political  than 
in  the  interest  of  the  national  defense. 
It  would  take  blushing  explanations  to 
justify  tax  exemptions  for  real-estate 
companies,  for  crossroads  powerplants, 
and  for  ladies  who  want  to  build  railroad 
cars. 


The  quick  tax  depreciation  device  has 
served  all  of  the  useful  pui-poses  for 
which  it  was  designed  during  the  critical 
days  of  World  War  II  and  the  Korean 
crisis.  No  justification  exists  for  the 
existence  of  this  tax-dodging  device  at 
the  present  time.  The  only  purpose  it 
can  achieve  is  the  destruction  of  any  ef¬ 
forts  at  an  equitable  income-tax  system. 

This  legislation  to  extend  the  Defense 
Production  Act  would  be  improved  if  the 
authority  to  grant  quick  tax  depreciation 
certificates  was  eliminated. 

Mr.  ELLIOTT.  Mr.  Speaker,  I  support 
amendment  No.  4,  of  the  conference  re¬ 
port  on  H.  R.  9852  to  extend  the  Defense 
Production  Act  of  1950. 

The  matter  now  at  issue  between  mem¬ 
bers  is  this  amendment  No.  4  which  says 
that — 

It  is  the  policy  of  Congress  to  encourage 
geographical  dispersal  of  Industrial  facilities 
and  to  provide  that  the  Government  in 
building  or  assisting  construction  or  im¬ 
provement  of  industrial  plants,  and  in  pro¬ 
curing  goods  and  services,  shall  follow  the 
dispersal  principle,  when  practicable  and  con¬ 
sistent  with  existing  law  and  the  desirability 
of  maintaining  a  sound  economy,  where  such 
dispersal  is  in  the  interest  of  national 
defense. 

Mr.  Speaker,  this  proposal,  or  a  similar 
one  has  been  before  this  body  on  at  least 
one  previous  occasion  since  I  have  been 
a  member. 

As  in  the  past,  it  is  hard  for  me  to  see 
how  anyone  can  conscientiously  fight 
this  principle  of  dispersal.  When  Uncle 
Sam  is  putting  up  the  money  for  the 
new  plant,  or  is  buying  the  product  of 
a  new  plant,  it  seems  to  me  that  he  cer¬ 
tainly  has  the  right  and  the  duty  to  see 
that  the  money  furnished  by  taxes  is 
wisely  spent. 

I  believe  that  the  principle  of  indus¬ 
trial  dispersal  is  going  to  be  invoked  more 
and  more  as  the  future  unfolds. 

The  adoption  of  this  amendment  will 
provide  a  real  chance  for  the  principle  to 
be  put  into  practice,  and  a  backlog  of 
experience  built  up  under  it.  The 
amendment  does  not  require  or  envision 
the  dispersal  of  existing  plants.  It  is 
not  an  attack  on  existing  industries.  It 
does  not  apply  to  or  affect  non-defense 
industries.  The  owners  of  such  indus¬ 
tries  can  build  them  wherever  they  want 
to  do  so.  Even  with  respect  to  defense 
industries  dispei'sal  is  not  the  only  mat¬ 
ter  of  importance.  Other  factors  to  be 
considered  are  access  to  raw  materials, 
power,  labor  and  transportation. 

I  urge  the  house  to  adopt  this  dis¬ 
persal  amendment  by  adopting  the  con¬ 
ference  report.  „ 

Mr.  HOLIFIELD.  Mr.  Speaker,  we  are 
faced,  and  I  am  the  first  to  admit  it,  with 
a  serious  problem  in  this  country.  We 
are  faced  with  the  probability  of  atomic 
and  hydrogen  weapon  attack.  If  we  are 
not,  we  are  wasting  some  $35  billion  a 
year.  That  attack,  if  and  when  it  comes, 
is  going  to  involve  a  lot  more  than  the 
dispersal  of  plants.  I  point  with  some 
modesty  to  the  stack  of  documents  on 
this  table. 

For  5  months  the  Subcommittee  on 
Military  Operations  of  the  House  Com¬ 
mittee  on  Government  Operations  has 
been  exploring  as  completely  as  we  could 


June  28 

the  subject  of  civilian  defense.  We  think 
we  have  covered  a  great  deal  of  territory. 
We  think  we  know  a  great  deal  about 
urban  vulnerability.  But  we  know  that 
we  have  not  covered  the  problem  of  dis¬ 
persal  of  industry,  with  all  of  the  related 
problems  which  such  a  dispersal  would 
involve.  We  know  that  is  a  problem 
within  itself  that  is  so  big  it  would  re¬ 
quire  several  months  of  consideration  by 
the  proper  committee,  the  Committee  on 
Banking  and  Currency  probably,  or  the 
Committee  on  Interstate  and  Foreign 
Commerce,  before  there  could  be  brought 
to  this  House  a  piece  of  legislation  which 
would  deal  properly  with  this  particular 
subject. 

We  also  know  that  the  Director  of  the 
Office  of  Defense  Mobilization  is  operat¬ 
ing  not  only  under  legislation  but  under 
three  Pi-esidential  Executive  orders.  We 
know  that  in  this  amendment,  if  it  is 
agreed  to  and  becomes  law,  that  we  give 
congressional  support  to  an  emmciated 
policy  of  the  Defense  Department,  but 
I  say  to  you  a  policy  which  is  very  indis¬ 
tinct,  and  unclear.  It  has  never  been 
carried  out  as  provided  in  the  language 
of  this  amendment.  The  reason  it  has 
not  been  carried  out  is  because  there  has 
not  been  a  clear-cut  policy  enunciated 
by  either  executive  branch  or  the  Con¬ 
gress.  That  is  the  reason  I  say  this  ques¬ 
tion  requires  a  great  deal  of  study  before 
you  jump  blindly  into  such  an  economy- 
shocking  or  industry-shocking  problem 
as  this  dispersal  amendment  involves. 

I  ask  the  Members  of  this  House  to 
think  about  that  very  seriously  because  it 
is  a  serious  problem.  The  problem  of  dis¬ 
persal  of  industry  is  tied  in  with  the  prob¬ 
lem  of  Government  assistance  to  indus¬ 
try  and  Government  procurement  of  the 
products  of  industry,  and  any  attempt  at 
geographical  dispersion  without  a  well- 
thought-out  policy  at  this  time  would 
create  chaos  in  our  industrial  life. 

People  live  in  urban  centers.  Whether 
we  like  it  or  not,  the  laborers  in  these  in¬ 
dustries  live  in  urban  centers.  That  is 
where  they  live,  that  is  where  they  have 
lived  for  some  time  in  connection  with 
our  war  production. 

Mr.  Speaker,  I  ask  that  this  conference 
report  be  voted  down  so  that  this  matter 
can  be  given  the  proper  study  by  the 
proper  committee,  so  that  all  Members  of 
Congress  may  have  an  opportunity  to 
speak  on  this  subject. 

Mr.  SPENCE.-  Mr.  Speaker,  I  yield  1 
minute  to  the  gentleman  from  Ohio  tMr. 
Vanik]. 

Mr.  VANIK.  Mr.  Speaker,  with  mod¬ 
ern  methods  of  attack,  all  America  is  a 
target  area.  This  bill  is  called  a  bill  for 
the  defense  of  America,  but  it  is  also  a 
bill  for  economic  stabilization.  We  have 
a  dispersal  of  defense  industries  in 
America.  That  is  already  indicated  by 
the  various  Members  who  have  expressed 
concern  over  this  dispersal  amendment; 
representatives  from  Michigan,  Cali¬ 
fornia,  Ohio,  Massachusetts,  New  York, 
and  other  parts  of  the  Nation.  We 
must  remember  that  the  national  de¬ 
fense  of  America  was  designed  to  protect 
our  industrial  cities.  We  have  a  tre¬ 
mendous  investment  in  the  establish¬ 
ment  of  jet  air  bases  and  in  the  estab¬ 
lishment  of  NIKE  defenses  to  protect  the 
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cities  of  America.  They  are  designed  to 
protect  these  important  industrial  cen¬ 
ters.  Our  military  leaders  tell  us  that 
this  defense  is  adequate;  that  it  is  mod¬ 
ern,  and  that  it  will  take  care  of  the  need. 
Now,  if  we  disperse  defense  production 
industries,  it  means  that  we  are  going  to 
have  to  disperse  and  weaken  national 
defense  installations.  We  will  have  to 
locate  more  jet  air  bases  and  NIKE  de¬ 
fenses  around  the  country.  The  further, 
dispersal  of  defense  production  indus¬ 
tries  will  only  develop  new  urban  areas 
which  will  require  new  military  and  civil¬ 
ian  defense  installations. 

Furthermore,  the  dispersal  amend¬ 
ment  will  vest  the  Defense  Mobilizer  and 
the  Office  of  Defense  Mobilization  with 
unprecedented  power  to  determine  the 
location  of  defense  production  indus¬ 
tries  and  therefore  dictate  the  areas 
of  future  growth  and  development  in 
America.  No  greater  peacetime  powers 
have  ever  been  vested  in  one  person. 
It  seems  to  me  the  economy  will  be  better 
served  by  leaving  the  law  as  it  is,  and 
I  urge  that  this  amendment  be  defeated 
and  that  the  conference  report  be  de¬ 
feated. 

Mr.  TALLE.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Peim- 
sylvania  [Mr.  Van  Zandt]. 

(Mr.  VAN  ZANDT  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  VAN  ZANDT.  Mr.  Speaker,  I 
raise  my  voice  in  support  of  the  con¬ 
ference  report.  I  represent  a  so-called 
distressed  area.  There  are  149  dis¬ 
tressed  areas  in  the  United  States,  as  a 
result  of  pockets  of  unemployment.  I 
say  to  you  in  all  fairness  that  if  the  lan¬ 
guage  stays  in  the  bill  as  provided  for  in 
this  conference  report,  we  who  have  dis¬ 
tressed  areas  will  get  a  little  special  con¬ 
sideration  from  the  Government  of  the 
United  States  through  the  allocation  of 
defense  contracts  or  the  location  of  new 
plants.  I  am  wondering  how  many  of 
you  Members  of  the  House  of  Represent¬ 
atives  have  unemployed  groups  in  your 
districts.  In  my  district  I  have  in  one 
county  alone,  as  high  as  36,000  residents 
out  of  a  total  of  about  56,000  dependent 
upon  surplus  commodities.  I  have  peo¬ 
ple  in  my  congressional  district  whose 
annual  income  is  only  $1,180.  We  have 
this  blighted  area,  and  are  reminded  of 
it  daily  by  the  agonizing  pleas  of  the  un¬ 
employed.  We  have  tackled  this  dis¬ 
tressing  problem,  and  we  have  raised 
thousands  of  dollars  through  public  ap¬ 
peals  in  an  effort  to  bring  new  industries 
into  the  area  to  provide  these  unem¬ 
ployed  persons  with  jobs. 

Mr.  McDonough.  Mr.  speaker,  will 
the  gentleman  yield? 

Mr.  VAN  ZANDT,  I  yield  to  the  gen¬ 
tleman  from  California. 

Mr.  MCDONOUGH.  I  said  when  I  was 
on  the  floor  a  moment  ago  that  there  is 
a  bill  coming  out  of  the  committee  to  take 
care  of  the  problem  the  gentleman  is 
talking  about. 

Mr.  VAN  ZANDT.  I  appeared  before 
your  committee  and  testified. 

Mr.  MCDONOUGH.  This  report  has 
nothing  to  do  with  providing  employ¬ 
ment. 


Mr.  VAN  ZANDT.  Years  ago,  when 
the  Senator  from  Michigan  [Mr. 
Potter],  was  a  Member  of  the  House,  we 
had  the  subject  on  the  floor  and  we  had 
a  debate  on  the  subject.  It  is  nothing 
new.  All  we  are  asking  for  is  action  and 
that  you  people  who  represent  these 
great  industrial  areas  give  a  little  con¬ 
sideration  to  us  who  represent  distressed 
areas.  I  am  in  support  of  the  language 
of  this  conference  report. 

Mr.  MULTER.  Mi'.  Speaker,  will  the 
gentleman  yield? 

Mr.  VAN  ZANDT.  I  yield  to  the  gen¬ 
tleman  from  New  York. 

Mr.  MULTER.  The  gentleman  as¬ 
sumes  because  he  has  a  distressed  area 
that  the  distressed  area  will  not  be  a 
target  area.  How  can  you  assume  that 
any  of  these  distressed  areas  will  get 
any  plants  under  this  bill?  This  is  dis¬ 
persal  for  defense. 

Mr.  VAN  ZANDT.  In  reply  to  the  gen¬ 
tleman,  I  will  say  that  I  appeared  before 
the  committee  of  which  he  is  a  mem¬ 
ber.  The  gentleman  from  New  York 
took  a  negative  position  on  this  subject. 
In  reply  to  your  question,  before  any 
critical  or  distressed  area  gets  any  Gov¬ 
ernment  contract,  it  has  to  be  declared 
a  nontarget  area,  and  my  district  in 
Pennsylvania  is  a  nontarget  area. 

Mr.  McCORMACK.  '  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  VAN  ZANDT.  I  yield  to  the  gen¬ 
tleman  from  Massachusetts. 

Mr.  McCORMACK.  Suppose  this 
passes  and  then  your  district  changes 
into  a  very  highly  industrial  area  with 
great  employment,  and  then  my  area 
or  some  other  area  becomes  labor  dis¬ 
tressed  and  we  then  try  to  take  away 
from  you.  What  would  you  say? 

Mr.  VAN  ZANDT.  I  would  say  it  would 
be  impossible. 

Mr.  McCORMACK,  What  would  you 
say? 

Mr.  VAN  ZANDT.  It  involves  the  allo¬ 
cation  of  Government  contracts,  and  the 
location  of  plants,  but  it  does  not  apply 
to  the  dispersal  of  existing  plants  or  re¬ 
quire  replacing  existing  industries. 

Mr.  SPENCE.  Mr.  Speaker,  we  have 
heard  all  afternoon  expressions  of  un¬ 
reasonable  apprehensions  and  fears  as 
to  what  will  happen  if  this  conference 
report  is  agreed  to.  It  will  only  continue 
a  program  that  has  been  in  effect  and 
must  continue  to  be  in  effect  as  long  as 
there  is  fear  of  hostilities.  The  amend¬ 
ment  will  not  affect  any  existing  indus¬ 
tries  or  any  industry  that  is  willing  to 
expend  its  own  money.  It  will  affect 
only  those  industries  that  ask  for  Gov¬ 
ernment  help.  When  Government  aid 
is  requested  I  think  it  cannot  be  denied 
it  should  have  the  right  to  determine  the 
location  of  the  industiy  in  the  interest 
of  national  defense. 

I  hope  the  House  will  adopt  this  con¬ 
ference  report.  I  think  if  it  does  not, 
we  will  have  a  long  delay  before  this  or¬ 
ganization  which  has  done  much  for  our 
national  security  gets  into  operation 
again. 

Mr.  TALLE.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  Utah 
LMr.  DawsonI- 


Mr.  DAWSON  of  Utah.  Mr.  Speaker, 
I  know  my  colleagues  are  anxious  to  get 
on  with  the  business  before  the  House. 
But  I  would  just  like  to  take  these  2  min¬ 
utes  to  see  if  I  cannot  dispel  a  little  of  the 
heat  and  get  down  to  the  facts  that  are 
to  be  considered  here  today. 

I  have  heard  various  Members  talk 
about  how  this  is  going  to  affect  their 
area.  They  are  taking  a  rather  provin¬ 
cial  view  of  this  matter,  as  far  as  I  am 
concerned.  After  all,  is  not  the  matter 
that  we  ought  to  consider  here  what  is 
best  for  the  country  as  a  whole?  Of 
course,  I  am  a  country  boy  and  we  may 
get  the  advantage  of  some  of  these  indus¬ 
tries  in  our  area,  but  after  all,  we  are 
spending  billions  of  dollars  to  defend  this 
country.  If  we  do  not  give  some  consid¬ 
eration  to  the  views  of  the  Department 
of  Defense,  and  give  them  the  right  to 
say  where  these  industries  are  to  go,  I 
think  we  are  wasting  our  money.  Our 
enemies  are  taking  every  precaution  to 
protect  their  war  plants  by  dispersal  and 
why  should  we  permit  our  defense  indus¬ 
tries  to  be  concentrated  in  the  coastal 
areas  where  they  are  sitting  ducks  for  an 
atomic  attack.  We  had  better  wake  up 
before  it  is  too  late. 

After  all,  that  is  all  the  conference  re¬ 
port  does.  It  gives  confirmation  to  the 
power  which  we  have  already  given,  as  I 
understand  it,  to  the  Department  of  De¬ 
fense  to  decide  whether  they  are  going  to 
disperse;  and  if  that  is  the  case,  why 
should  we  not  go  ahead  and  give  them 
that  power  to  decide  what  they  think  is 
best  for  the  country?  Is  it  not  about 
time  we  cast  aside  our  selfish  interests  in 
our  various  areas  and  uphold  the  hand 
of  the  Department  of  Defense  in  locating 
these  industries  in  those  places  where 
they  think  it  is  best  for  the  good  of  the 
country?  I  urge  my  colleagues  to  accept 
the  conference  report. 

Mr.  HIESTAND.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DAWSON  of  Utah.  I  yield  to  the 
gentleman  from  California. 

Mr.  HIESTAND.  Mr.  Speaker,  I  ap¬ 
preciate  the  remarks  the  gentleman  has 
made  and  he  has  done  very  well  with 
them.  But  I  am  impelled  to  ask  why  is  it 
necessary  to  write  into  law  the  Depart¬ 
ment  of  Defense’s  present  discretion  in 
this  case?  It  seems  to  me  they  have  this 
discretion  and  the  gentleman  has  confi¬ 
dence  in  the  way  they  are  administering 
their  duties;  what  is  the  necessity  of 
tying  them  down  to  a  law? 

The  SPEAKER.  Time  of  the  gentle¬ 
man  has  expired. 

Mr.  DAWSON  of  Utah.  I  am  sorry 
time  does  not  permit  me  to  answer  the 
gentleman’s  question. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Utah  has  ex¬ 
pired. 

Mr.  TALLE.  Mr.  Speaker,  I  have  no 
further  requests  for  time. 

Mr.  SPENCE.  Mr.  Speaker,  I  move  the 
previous  question  on  the  conference  re¬ 
port. 

The  previous  question  was  ordered. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that  the 
noes  appeared  to  have  it. 
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Mr.  SPENCE.  Mr.  Speaker,  I  ask  for 
the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 
were — years  200,  nays  197,  not  voting  35, 
as  follows: 

[Roll  No.  81] 

YEAS — 200 


Abbitt 

Fountain 

Norblad 

Abernethy 

Frazier 

Norrell 

Albert 

Gary 

O’Konski 

Alexander 

Gathings 

Passman 

Andersen, 

Gentry 

Perkins 

H.  Carl 

George 

Pfost 

Andresen, 

Grant 

Pilcher 

August  H. 

Gray 

Poage 

Andrews 

Green,  Oreg. 

Poff 

Ashley 

Gregory 

Preston 

Ashmore 

Griffiths 

Priest 

Asplnall 

Gross 

Prouty 

Avery 

Haley 

Quigley 

Ayres 

Halleck 

Rains 

Baker 

Hardy 

Reece,  Tenn. 

Barden 

Harris 

Rees,  Kans. 

Beamer 

Harrison,Nebr. 

Rhodes,  Arlz. 

Belcher 

Harrison,  Va. 

Rhodes,  Pa. 

Bennett,  Fla. 

Hays,  Ark. 

Richards 

Bennett,  Mich. 

Hays,  Ohio 

Riley 

Berry 

Hebert 

Rivers 

Blatnlk 

Henderson 

Roberts 

Boggs 

Herlong 

Robeson,  Va. 

Bolling 

Hill 

Rogers,  Colo. 

Bonner 

Hoeven 

Rogers,  Fla. 

Boykin 

Hope 

Rogers,  Tex. 

Bray 

Horan 

Rutherford 

Brooks,  La. 

Huddleston 

Schwengel 

Brooks,  Tex. 

Hull 

Scrlvner 

Brown,  Ga. 

Ikard 

Selden 

Budge 

Jarman 

Short 

Burleson 

Jennings 

Shuford 

Burnside 

Jensen 

Sikes 

Byrd 

Johnson,  Wis. 

Siler 

Cannon 

Jonas 

Simpson,  Ill. 

Carlyle 

Jones,  Ala. 

Smith,  Miss. 

Carnahan 

Jones,  Mo. 

Smith,  Va. 

Carrigg 

Jones,  N.  C. 

Smith,  Wis. 

Chase 

Judd 

Spence 

Chelf 

Kearns 

Springer 

Chenoweth 

Kee 

Staggers 

Christopher 

Kelley,  Pa. 

Steed 

Colmer 

Kllburn 

Talle 

Cooley 

Kilday 

Teague,  Tex. 

Coon 

Kilgore 

Thomas 

Cooper 

Knox 

Thompson,  Tex. 

Cramer 

Knutson 

Thomson,  Wyo. 

Curtis,  Mo. 

Krueger 

Trimble 

Davis,  Ga. 

Landrum 

Tuck 

Dawson,  Utah 

Lanham 

Udall 

Dempsey 

LeCompte 

Van  Zandt 

Denton 

Long 

Velde 

Dies 

Lovre 

Vinson 

Dixon 

McCarthy 

Vursell 

Dolliver 

McDowell 

Walnwrlght 

Dowdy 

McMillan 

Walter 

Durham 

Mahon 

Watts 

Edmondson 

Marshall 

Weaver 

Elliott 

Mason 

Whitten 

Evins 

Matthews 

Wickersham 

Fascell 

Merrow 

Wier 

Fenton 

Metcalf 

Williams,  Miss. 

Fernandez 

Miller,  Nebr. 

Willis 

Fisher 

Mills 

Winstead 

Fjare 

Mollohan 

Wright 

Flood 

Moulder 

Young 

Flynt 

Murray,  Tenn. 

Forrester 

Natcher 

NAYS— 197 

Addonizio 

Brown,  Ohio 

Delaney 

Alger 

Brownson 

Derounian 

Allen,  Calif. 

Broyhill 

Devereux 

Allen,  Ill. 

Buckley 

Diggs 

Anfuso 

Burdick 

Dingell 

Arends 

Bush 

Dodd 

Auchlncloss 

Byrne,  Pa. 

Dolllnger 

Bailey 

Byrnes,  Wis. 

Dondero 

Baldwin 

Canfield 

Donohue 

Bass,  N.  H. 

Cederberg 

Dorn,  N.  Y, 

Bates 

Chiperfleld 

Doyle 

Baumhart 

Chudoff 

Ellsworth 

Becker 

Church 

Engle 

Bentley 

Clark 

Fallon 

Betts 

Clevenger 

Feighan 

Boland 

Cole 

Flno 

Bolton, 

Corbett 

Fogarty 

Frances  P. 

Coudert 

Forand 

Bolton, 

Cretella 

Ford 

Oliver  P. 

Crumpacker 

Frellnghuysen 

Bosch 

Curtis,  Mass. 

Friedel 

Bow 

Dague 

Fulton 

Bowler 

Davidson 

Garmatz 

Boyle 

Dawson,  Ill. 

Gavin 

Gordon 

McConnell 

Reuss 

Gubser 

McCormack 

Riehlman 

Gwlnn 

McCulloch 

Robslon,,  Ky. 

Hagen 

McDonough 

Rodino 

Hale 

McGregor 

Rogers,  Mass. 

Hand 

McVey 

Rooney 

Harvey 

Macdonald 

Roosevelt 

Hayworth 

Machrowicz 

Sadlak 

Healey 

Mack,  Ill. 

St.  George 

Heselton 

Mack,  Wash. 

Schenck 

Hess 

Madden 

Scherer 

Hlestand 

Magnuson 

Scott 

Hillings 

Mailliard 

Seely-Brown 

Hlnshaw 

Martin 

Sheehan 

Hoffman,  Ill. 

Meader 

Sheppard 

Hoffman,  Mich. 

Miller,  Calif. 

Sleminskl 

Holifleld 

Miller,  Md. 

Simpson,  Pa. 

Holland 

Miller,  N.  Y. 

Sisk 

Holmes 

Minshall 

Smith,  Kans. 

Holt 

Morano 

Sullivan 

Holtzman 

Moss 

Taber 

Hosmer 

Multer 

Taylor 

Hyde 

Mumma 

Teague,  Calif. 

Jackson 

Murray,  Ill. 

Thompson,  N.  J. 

James 

Nelson 

Tollefson 

Jenkins 

Nicholson 

Tumulty 

Johansen 

O’Brien,  Ill. 

Utt 

Johnson,  Calif. 

O’Brien,  N.  Y. 

Vanik 

Karsten 

O’Hara,  Ill. 

Van  Pelt 

Kean 

O’Neill 

Vorys 

Keating 

Osmers 

Westland 

Kelly,  N.  Y. 

Ostertag 

Wharton 

Keogh 

Patterson 

Wldnall 

King,  Calif. 

Pelly 

Williams,  N.  J. 

King,  Pa. 

Phllbin 

Williams,  N.  Y. 

Kirwan 

Pillion 

Wilson,  Calif. 

Klein 

Polk 

Withrow 

Kluczynski 

Powell 

Yates 

Laird 

Price 

Younger 

Lankford 

Rabaut 

Zablocki 

Latham 

Lesinski 

Lipscomb 

Rad  wan 

Ray 

Reed,  N.  Y. 

Zelenko 
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Adair 

Dorn,  S.  C. 

Phillips 

Barrett 

Eberharter 

Saylor 

Bass,  Tenn. 

Gamble 

Scudder 

Bell 

Green,  Pa. 

Shelley 

Blitch 

Harden 

Thompson,  La. 

Celler 

Kearney 

Thompson, 

Chatham 

Lane 

Mich. 

Cunningham 

Mclntire 

’Thornberry 

Davis,  Tenn. 

Morgan 

Wigglesworth 

Davis,  Wis. 

Morrison 

Wilson,  Ind. 

Deane 

O’Hara,  Minn. 

Wolcott 

Donovan 

Patman 

Wolverton 

So  the  conference  report  was  agreed 
to. 

The  Clerk  announced  the  following 
pairs : 

On  this  vote: 

Mr.  Cunningham  for,  with  Mr.  Mclntire 
against. 

Mr.  Gamble  for,  with  Mr.  Wolverton 
against. 

Mr.  Bell  for,  with  Mr.  Shelley  against. 

Mr.  Thompson  of  Louisiana  for,  with  Mr. 
Wigglesworth  against. 

Mrs.  Harden  for,  with  Mr.  Barrett  against. 

Mr.  Dorn  of  South  Carolina  for,  with  Mr. 
Green  of  Pennsylvania  against. 

Mr.  Morrison  for,  with  Mr.  Morgan  against. 

Mrs.  Blitch  for,  with  Mr.  Kearney  against. 

Mr.  Chatham  for,  with  Mr.  Phillips  against. 

Mr.  Wolcott  for,  with  Mr.  Donovan  against. 

Until  further  notice: 

Mr.  Celler  with  Mr.  Adair. 

Mr.  Deane  with  Mr.  Davis,  of  Wisconsin. 

Mr.  Patman  with  Mr.  O’Hara  of  Minnesota. 

Mr.  Thornberry  with  Mr.  Saylor. 

Mr.  Davis  of  Tennessee  with  Mr.  Scudder. 

Mr.  Eberharter  with  Mrs.  Thompson  of 
Michigan. 

Mr.  Bass  of  Tennessee  with  Mr.  Wilson  of 
Indiana, 

Messrs.  BOWLER,  GORDON,  DAVID¬ 
SON,  and  COLE  changed  their  vote  from 
“yea”  to  “nay.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE  TO  EXTEND 

Mr.  SPENCE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
conference  report  just  adopted. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky? 

There  was  no  objection. 


\  APPOINTMENT  OF  CONFEREE 

\Mr.  ENGLE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  gentleman 
froto  Pennsylvania,  Mr.  Saylor,  be  ex- 
cusfed  as  a  conferee  on  the  bill  H.  R. 
6378  and  that  the  Speaker  be  authorized 
to  a]&point  a  Member  to  fill  the  vacancy. 

TIk  speaker.  Is  there  objection  to 
the  request  of  the  gentleman  from  Cali¬ 
fornia 

Theie  was  no  objection.  j 

The  SPEAKER.  The  Chair  appoint 
the  gentleman  from  New  York,  Mr.  Piy- 
LioN,  to  nil  the  vacancy,  and  the  Sen^e 
will  be  notified  of  the  action  of  Ime 
House.  \  / 


FEDERALX  ASSISTANCE  TO  STATES 
FOR  SCtHOOL  CONSTRUCTION 

Mr.  SMTIn  of  Virginia.  Mr.  ^eaker, 
I  call  up  House  Resolution  554  And  ask 
for  its  immemate  consideratioiy 

The  Clerk  \  read  the  resolntion,  as 
follows:  \  / 

Resolved,  ThaA  upon  the  adontlon  of  this 
resolution  it  shaa  be  in  order  to  move  that 
the  House  resolveXitself  into  tne  Committee 
of  the  Whole  House  on  the  Statt  of  the  Union 
for  the  consideration  of  the  bfll  (H.  R.  7535) 
to  authorize  Federal  assistance  to  the  States 
and  local  communiues  in  financing  an  ex¬ 
panded  program  of  school/ construction  so 
as  to  eliminate  tha  national  shortage  of 
classrooms.  After  ganerm  debate,  which 
shall  be  confined  to  tae  Bill,  and  shall  con¬ 
tinue  not  to  exceed  eupurs,  to  be  equally 
divided  and  controlled  ^  the  chairman  and 
ranking  minority  memror  of  the  Committee 
on  Education  and  LaBoV,  the  bill  shall  be 
read  for  amendment/uMer  the  5-mlnute 
rule.  At  the  concluspn  ol  the  consideration 
of  the  bill  for  ameadmeAt,  the  committee 
shall  rise  and  repoiA  the  bill  to  the  House 
with  such  amendments  asXmay  have  been 
adopted,  and  the  Previous  question  shall  be 
considered  as  ordmed  on  the\ill  and  amend¬ 
ments  thereto  to  final  passaga  without  inter¬ 
vening  motion  except  one  motion  to  re¬ 
commit.  /  \ 

Mr.  SMITH  of  Virginia.  Mr.  Speaker, 
I  yield  30  miautes  to  the  gent^man  from 
Oregon  [Mr/ Ellsworth],  ana  now  yield 
5  minutes  ta  the  gentleman  from  Indiana 
[Mr.  MADipN].  A 

(Mr.  ^(mDDEN  asked  and  w^  given 
permissim  to  revise  and  extend  his 
remarks/  \ 

Mr.  MADDEN.  Mr.  Speaker,  millions 
of  par^ts  and  school  children  i«  con- 
gestet^reas  over  the  country  will  b*  hap¬ 
py  to/learn  that  the  Congress  is  mally 
consjpering  legislation  which  will  raieve 
the  /ritical  schoolroom  shortage  in  iqany 
are/s.  y 

The  Committee  on  Education  and  m- 
h<K  commenced  hearings  on  this  subjSt 
im  March  of  1955,  over  1  year  and^ 
^months  ago,  and  it  is  indeed  unfortunam 
Jhat  such  a  long  time  has  elapsed  fbefoi\ 
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Public  Law  632  -  84th  Congress 
Chapter  474  -  2d  Session 
H.  R.  9852 

AN  ACT 

To  extend  the  Defense  Production  Act  of  1950,  as  amended,  and  for  other  purposes. 

Be  it  e^iacted  hy  the  Senate  and  House  of  Re'presentatives  of  the 
United  States  of  America  in  Congress  assembled,  That  the  first  sen¬ 
tence  of  subsection  (a)  of  section  717  of  the  Defense  Production  Act  of 
1950,  as  amended,  is  hereby  amended  bj'  striking  out  “June  30,  1956” 
and  inserting  in  lieu  thereof  “June  30, 1958”. 

Sec.  2.  Subsection  (b)  of  section  303  of  the  Defense  Production  Act 
of  1950,  as  amended,  is  hereby  amended  by  striking  out  “June  30, 1963” 
and  inserting  in  lieu  thereof  “June  30,  1965”. 

Sec.  3.  Section  712  of  the  Defense  Production  Act  of  1950  is 
amended  by  adding  at  the  end  thereof  the  following  new  subsection : 

“(f)  The  Secretary  of  Commerce  shall  make  a  special  investigation 
and  study  of  the  production,  allocation,  distribution,  use  of  nickel,  of 
(resale  as  scrap,  and  of  other  aspects  of  the  current  situation  with 
rc!5^pect  to  supply  and  marketing  of  nickel,  with  particular  attention  to, 
among  other  things,  the  adequacy  of  the  present  system  of  nickel  allo¬ 
cation  between  defense  and  civilian  users.  The  Secretary  of  Com¬ 
merce  shall  consult  with  the  Joint  Committee  on  Defense  Production 
during  the  course  of  such  investigation  and  study  with  respect  to  the 
progress  achieved  and  the  results  of  the  investigation  and  study,  and 
shall  make  an  interim  report  on  the  results,  of  the  investigation  and 
study  on  or  before  August  15, 1956,  and  shall,  6n  or  before  December  31, 
1956,  make  a  final  report  on  the  results  of  such  investigation  and  study, 
together  with  such  recommendations  as  the  Secretary  of  Commerce 
deems  advisable.  Such  reports  shall  be  made  to  the  Senate  (or  to  the 
Secretary  of  the  Senate  if  the  Senate  is  not  in  session)  and  to  the  House 
of  Representatives  (or  to  the  Clerk  of  the  House  of  Representatives  if 
the  House  is  not  in  session) .” 

Sec.  4.  Section  2  of  the  Defense  Production  Act  of  1950,  as  amended, 
is  hereby  amended  by  inserting  at  the  end  thereof  the  following  new 
paragraph : 

“In  order  to  insure  productive  capacity  in  the  event  of  such  an 
attack  on  the  United  States,  it  is  the  policy  of  the  Congress  to  encour¬ 
age  the  geographical  dispersal  of  the  industrial  facilities  of  the  United 
S^ates  in  the  interest  of  the  national  defense,  and  to  discourage  the  con- 
Yration  of  such  productive  facilities  wfithin  limited  geographical 
i.^eas  which  are  vulnerable  to  attack  by  an  enemy  of  the  United  States. 
In  the  construction  of  any  Government-owned  industrial  facilities,  in 
the  rendition  of  any  Government  financial  assistance  for  the  construc¬ 
tion,  expansion,  or  improvement  of  any  industrial  facilities,  and  in 
the  procurement  of  goods  and  services,  under  this  or  any  other  Act, 
each  department  and  agency  of  the  Executive  Branch  shall  apply, 
under  the  coordination  of  the  Office  of  Defense  Mobilization,  wnen 
practicable  and  consistent  with  existing  law  and  the  desirability  for 
maintaining  a  sound  economy,  the  principle  of  the  geographical  dis¬ 
persal  of  such  facilities  in  the  interest  of  national  defense.  Nothing 
contained  in  this  paragraph  shall  preclude  the  use  of  existing  indus¬ 
trial  facilities.” 


Defense  Produc¬ 
tion  Act  of 
1950,  amendments, 
65  Stat,  144j  64 
Stat.  822. 

50  use  app.  2166. 
50  use  app.  2093, 

50  use  app.  2162. 
Nickel, 


Report  to 
eongress. 


50  use  app.  2062. 


Dispersal  of  in¬ 
dustrial  faoilies. 


70  Stat.  400, 
70  Stat,  409. 
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Pub.  Law  632 

All  70  Stat.  409. 

50  use  app.  Sec.  5.  Effective  July  1,  1956,  section  712  (e)  of  the  Defense  Pro- 

2162.  duction  Act  of  1950,  as  amended,  is  amended  to  read  as  follows: 

“(e)  The  expenses  of  the  committee  under  this  section,  which  shall 
not  exceed  $65,000  in  any  fiscal  year,  shall  be  paid  from  the  contingent 
fund  of  the  House  of  Representatives  upon  vouchers  signed  by  the 
Chairman  or  Vice  Chairman.” 

Approved  June  29,  1956. 
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